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SECOND  SUPPLEMENTAL  APPROPRIATION  BILL  FOR 

1959 


TUESDAY,  APRIL  7,  1959 


U.S.  Senate, 

Committee  on  Appropriations, 

Washington , 

The  committee  met  at  10  a.m.,  pursuant  to  notice,  in  room  1102, 
New  Senate  Office  Building,  Hon.  Carl  Hayden  (chairman)  presiding. 

Present:  Chairman  Hayden,  Senators  Russell,  Ellender,  Hill,  Rob- 
ertson, Magnuson,  Holland,  Byrd,  Young,  Smith,  Dworshak,  Kuchel, 
Hruska,  and  Allott. 

Also  present : Senator  O’Mahoney. 

Statement  by  the  Chairman 
Budget  Estimates  and  House  Allowances 

Chairman  Hayden.  The  committee  will  come  to  order.  This  morn- 
ing we  begin  the  hearings  on  H.R.  5916,  the  second  supplemental  ap- 
propriation bill  for  fiscal  year  1959.  This  bill  includes  funds  for 
virtually  every  department  and  agency  of  government. 

I will  include  in  the  record  at  this  point  a table  which  reflects  the 
budget  estimates  And  amounts  allowed  by  the  House  on  all  items  in 
the  bill,  and  another  table  which  gives  an  analysis  of  the  increased 
pay  costs. 

( The  tables  referred  to  follow : ) 
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The  2d  supplemental  appropriation  bill,  1959  ( H.R . 5916) 
[Items  in  boldface  type  were  not  considered  by  the  House) 
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1 Includes  a rescission  of  $537,768  of  contract  authority  for  parkways. 
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DEPARTMENT  OF  COMMERCE 

STATEMENTS  OF  GEORGE  T.  MOORE,  ASSISTANT  SECRETARY  FOR 

ADMINISTRATION;  OSCAR  H.  NIELSON,  DEPARTMENTAL  BUDGET 

OFFICER;  WALTER  C.  FORD,  DEPUTY  MARITIME  ADMINISTRA- 
TOR; RICHARD  P.  GODWIN,  NUCLEAR  PROJECTS  OFFICER;  AND 

LOYAL  C.  FISHER,  BUDGET  OFFICER 

Letter  Requesting  Amendments 

Chairman  Hayden.  H.R.  5916,  the  second  supplemental  appropria- 
tion bill  for  1959,  includes  $14,225,245  for  various  activities  of  the 
Department  of  Commerce.  Approximately  half  of  the  amount  is  to 
provide  for  increased  pay  costs. 

The  budget  estimates  submitted  were  in  the  amount  of  $20,267,843 ; 
the  reduction  proposed  by  the  House  amounts  to  $6,042,598.  I am 
informed  by  Acting  Secretary  Mueller’s  letter  of  April  3 that  restora- 
tion of  $5,051,293  is  requested.  It  is  noted  that  although  approxi- 
mately $1  million  of  the  reduction  is  not  being  appealed  that  language 
in  the  House  bill  authorizes  the  Department  to  transfer  not  to  exceed 
$900,000  for  pay  cost  purposes  between  appropriations  available  for 
salaries  and  expenses. 

Senator  Holland  is  present,  and  I will  ask  him  to  question  the 
witnesses. 

Senator  Holland.  Thank  you,  Mr.  Chairman. 

At  this  point  there  will  be  placed  in  the  record  the  letter  of  April  3, 
1959,  from  Mr.  F.  H.  Mueller,  the  Acting  Secretary  of  Commerce,  re- 
questing certain  amendments  to  H.R.  5916,  the  second  supplemental 
appropriation  bill  for  1959,  as  passed  by  the  House. 

(The  letter  referred  to  follows :) 

The  Secretary  of  Commerce, 

Washington,  D.C.,  April  S,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman  : Reference  is  made  to  H.R.  5916,  second  supplemental 
appropriation  bill,  1959,  passed  by  tbe  House  on  March  24,  1959,  and  which  was 
accompanied  by  House  Report  238,  dated  March  20, 1959. 

The  Department  of  Commerce  estimates  included  in  title  I of  this  bill  amounted 
to  $12,695,293,  of  which  $2,290,500  was  for  pay  costs,  and  $10,404,793  for  other 
items.  Title  II,  all  other  pay  costs,  amounted  to  $7,572,550,  making  the  grand 
total  requested  for  pay  costs  $9,863,050.  The  House  bill  reflects  a 10  percent 
reduction  in  all  pay  items,  allowing  $8,876,745  for  this  purpose.  The  allowance 
for  the  other  requests  in  title  I was  $5,348,500.  In  addition,  the  Department  was 
authorized  to  transfer  not  to  exceed  $900,000  for  pay  costs  purposes  between 
appropriations  available  for  salaries  and  expenses. 

. Restoration  of  $5,051,293  in  appropriations  and  an  increase  of  $50,000  in  the 
limitation  for  the  nuclear  ship  Savannah  which  involves  no  additional  appro- 
priations are  being  requested.  In  view  of  the  transfer  authority  included  in  the 
House  bill,  no  amendment  pertaining  to  increased  pay  cost  is  being  requested 
of  the  Senate.  For  each  program  the  basis  for  amendment  of  the  House  bill  is 
summarized  below. 

MARITIME  ACTIVITIES 

The  budget  request  proposed  an  increase  in  the  limitation  for  the  nuclear  ship 
Savannah  from  $18  million  to  $18,700,000  within  amounts  already  appropriated. 
This  increase  would  provide  stabilizers  eliminated  from  the  original  design  for 
reasons  of  economy.  The  stabilizers  are  necessary  as  an  additional  safety 
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Li*  tor  in  { lie  initial  testing  of  the  first  nuclear-powered  surface  vessel.  Since 
there  has  been  no  platform  testing  of  the  nuclear  propulsion  unit  it  is  of  the 
utmost  importance  that  all  possible  safety  measures  be  taken  -during  the  sea- 
worthiness test.  The  estimate  of  $700,000  was  carefully  worked  out  with  the 
conn  actor  building  the  ship  and  we  do  not  believe  the  House  allowance  to  be 
sufficient  to  complete  this  portion  of  the  project. 

The  House  bill  provided  $5  million  of  the  $10  million  requested  for  payment 
of  operating  differential  subsidies.  The  status  of  audit  activities  for  subsidies 
has  been  reviewed  again  and  it  is  apparent  that  the  original  supplemental  re- 
quest will  be  required  to  meet  payments  becoming  due  before  the  end  of  the 
fiscal  year.  A special  effort  has  been  made  this  fiscal  year  to  process  final 
payments  applicable  to  prior  years  up  to  1955. 

PATENT  OFFICE 

In  addition  to  increased  pay  costs,  a supplemental  request  was  made  for  ad- 
ditional needs  based  on  a 10  percent  increase  in  printing  cost  effective  early  this 
fiscal  year  as  well  as  additional  issuances  of  patents  beyond  those  contemplated 
by  the  1959  appropriation.  Unless  the  House  reduction  of  $81,500  is  restored,  it 
will  bo  necessary  to  delay  the  issuance  of  approximately  600  patents  until  the 
fiscal  year  1960.  This  will  result  in  a delay  of  a like  number  of  patents  during 
that  fiscal  year.  In  view  of  the  concerted  effort  over  the  last  several  years  to 
reduce  the  patent  backlog  it  is  believed  that  this  restoration  is  fully  justified  if 
we  are  to  maintain  improvements  realized  in  the  backlog  situation. 


NATIONAL  BUREAU  OF  STANDARDS 


The  nouse  bill  eliminated  $19,793  representing  final  payment  of  the  contrac- 
tor’s claim  related  to  the  construction  of  the  Bureau’s  laboratory  at  Boulder, 
Colo.  The  House  hearings  indicate  the  possibility  that  the  House  committee 
felt  this  claim  grew  out  of  a change  in  plans  and  specifications  of  the  laboratory. 
Actually  the  contractor  found  that  subsurface  conditions  at  the  laboratory  site 
were  materially  different  from  the  engineering  report  on  which  his  bid  was 
based  and  the  claim  was  made  for  adjustment  of  additional  cost  incurred  by 
him  due  to  these  subsurface  conditions.  The  settlement  negotiated  by  the 
GSA  with  the  contractor  in  which  the  contractor  agreed  to  claim  no  interest, 
presupposed  payment  of  the  remaining  balance  of  the  claim  represented  by  the 
supplemental  request  as  soon  as  the  appropriation  process  permitted. 

There  are  attached  to  this  letter  a table  setting  forth  the  budget  estimates. 
House  committee  allowances  and  restoration  requested,  as  well  as  individual 
statements  for  each  appropriation  involved.  It  is  requested  that  you  review 
the  effects  of  the  reductions  in  our  estimates,  and  give  favorable  consideration 
to  the  indicated  restorations. 

Sincerely  yours, 

F.  H.  Mueller, 

Acting  Secretary  of  Commerce. 
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U.  S.  Department  of  Commerce 


Summary  of  1959  supplemental  estimates,  House  reduction,  and  requested  restoration 

and  amendment 


Budget 

estimate 


House 


Allowance 


Reduction 


Requested 

restoration 

and 

amendment 


TITLE  i 


Maritime  activities: 

Ship  construction 

Operating-differential  subsidies 

State  marine  schools 

Salaries  and  expenses 

Patent  Office:  Salaries  and  expenses 

National  Bureau  of  Standards:  Construction 
of  laboratories 

Total,  title  I 


TITLE  II 


($700, 000) 
10, 000, 000 
35,  000 
805,  500 
1, 835, 000 

19,  793 


12,  695, 293 


($650, 000) 
5,  COO,  000 
35, 000 
723,  450 
1, 651,  500 


7,  409, 950 


($50,  000) 
5,  000, 000 

82,050 
183,  500 

19,  793 

5, 285,  343 


($50, 000) 
5, 000, 000 

§1,  500 
19,  793 
5,  051, 293 


General  administration:  Salaries  and  expenses. 
Bureau  of  the  Census: 

Salaries  and  expenses 

1958  censuses  of  business,  manufactures, 

and  mineral  industries 

18th  decennial  census 

Census  of  governments 

Coast  and  Geodetic  Survey:  Salaries  and 

expenses 

Business  and  Defense  Services  Administration: 

Salaries  and  exnenses 

Bureau  of  Fore'vn  Commerce: 

Salaries  and  expenses 

Export  control 

Office  of  Business  Economics:  Salaries  and 

expenses  . 

Maritime  activities:  Maritime  train:ng 

Bureau  of  Public  Roads:  Limitation  on  general 

administrative  expenses 

National  Bureau  of  Standards: 

Expenses 

Plant  and  equipment 

Weather  Bureau:  Salaries  and  expenses 

Total,  title  II 

Language  authorizing  transfers  for  pay  increase 
costs 


Grand  total 


226, 000 

667. 000 

451. 000 

390. 000 
32, 000 

739. 000 
603, 800 

214,  750 

126. 000 

102,000 

130,  500 

(1,535,000) 

1,061,000 
35,  500 
2, 794,  000 


7, 572, 550 


20, 267.  843 


203,  400 
600, 300 

405. 900 
351,000 

28.  800 

665, 100 

543,  420 

193, 275 
113,  400 

91, 800 
117, 450 

(1,381,500) 

954. 900 
31.950 

2,  514,  COO 


6,  815,  295 


22,  600 

66,  700 

45, 100 
39, 000 
3,200 

73, 900 

60,380 

21,  475 
12,  600 

10, 200 

13, 050 

(153,  500) 

108. 100 
3,  550 
279,  400 


757,  255 


(900, 000) 


14,  225,  245 


6, 042, 598 


(833, 075) 


5, 051,  293 


Pay  Cost  Estimates 

Senator  Holland.  The  supplemental  estimates  as  summarized  on 
the  attachment  following  page  2 of  the  letter  indicate  that  funds  in 
the  amount  of  $20,267,843  were  requested:  the  House  bill  provides 
$14,225,245,  a reduction  of  $6,042,598  from  the  estimates.  The  total 
estimates  include  increased  pay  costs  in  the  amount  of  $9,863,050 ; the 
House  bill  provides  specifically  for  $8,876,745,  plus  a House  floor-lan- 
guage amendment  to  authorize  the  transfer  of  not  to  exceed  $900,000 
for  pay  cost  purposes  between  appropriations  available  for  salaries 
and  expenses:  in  all,  making  available  for  increased  pay  the  amount 
of  approximately  $9,776,745;  this  is  in  effect  a reduction  of  $86,305 
in  the  pay  cost  estimates.  I am  noting  that  you  are  not  appealing  pay 
cost  estimate  reductions  and  apparently  propose  to  finance  the  addi- 
tional pay  costs  by  utilization  of  the  transfer  authority  proposed  in 
the  House  bill,  together  with  the  specific  amounts  appropriated  for 
the  specific  items  of  appropriation. 
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My  first  questions,  Mr.  Chairman,  will  relate  solely  to  the  increased 
pay  costs. 

Mr.  Moore,  first,  please  furnish  for  the  record  an  exhibit  which  will 
show  by  appropriation  item  your  budget  estimates  for  increased  pay 
costs,  the  amounts  allowed  in  the  House  bill,  and  the  proposed  distribu- 
fion  of  the  $900,000  utilizing  the  transfer  authority  suggested  in  the 
House  bill. 

1 )o  you  have  such  an  exhibit  already  prepared  ? 

(The  information  referred  to  follows :) 


U.S.  Department  of  Commerce 
Analysis  of  estimates  for  increased  pay  costs 


TITLE  i 

Maritime  activities:  Salaries  and  expenses 
Patent  Office:  Salaries  and  expenses 

Total,  Title  I 


TITLE  II 

Qeneral  Administration:  Salaries  and  expenses 

Bureau  of  the  Census: 

Salaries  and  expenses 

1958  censuses  of  business,  manufactures,  and  mineral 

industries 

18th  decennial  census 

Census  of  governments... 


Coast  and  Geodetic  Survey:  Salaries  and  expenses 

Business  and  Defense  Services  Administration:  Salaries 
and  expenses... 

Bureau  of  Foreign  Commerce: 

Salaries  and  expenses 

Export  control 


Office  of  Business  Economics:  Salaries  and  expenses. ... 

Maritime  activities:  Maritime  training 

Bureau  of  Public  Roads:  Limitation  on  general  ad- 
ministrative expenses 

National  Bureau  of  Standards: 

Expenses 

Plant  and  equipment 


Weather  Bureau:  Salaries  and  expenses 

Total,  title  II 

Total,  titles  I and  II 


Supple- 

mental 

requested 

fHouse 

reduction 

Amount 
to  be  re- 
stored by 
transfer 

Revised 

request 

$770,  500 

$77,  050 

$71, 450 

$764, 900 

1,  520,  000 

152, 000 

152,000 

1, 520, 000 

2, 290,  500 

229, 050 

223, 450 

2, 284, 900 

226, 000 

22,  600 

203, 400 

667,  000 

66,  700 

60,  000 

660, 300 

451,  000 

45, 100 

33,000 

438,  900 

390,  000 

39,  000 

24,000 

375,  000 

32,  000 

3,  200 

3,  200 

32,000 

1,  540,  000 

154,  000 

120,  200 

1,  506,  200 

739,  000 

73,  900 

73,900 

739,000 

603,  800 

60,  380 

543,  420 

214, 750 

21,  475 

21, 475 

214, 750 

126,  000 

12,  600 

113, 400 

340,  750 

34,  075 

21,  475 

328,150 

102,  000 

10,  200 

91, 800 

130,  500 

13,  050 

5,  000 

122, 450 

(1,  535,  000) 

(153,  500) 

(1, 381,  500) 

1,  061,  000 

106, 100 

106, 100 

1,061,000 

35,  500 

3,550 

3,  550 

35,  500 

1, 096,  500 

109,  650 

109, 650 

1,  096,  500 

2,  794,  000 

279,  400 

279,  400 

2,  794.  000 

7,  572,  550 

757,  255 

609, 625 

7, 424, 920 

9, 863,  050 

986, 305 

833, 075 

9,  709, 820 

transferred  funds 

Mr.  Moore.  Mr.  Chairman,  and  members  of  the  committee,  I do 
have  an  exhibit  here  relating  to  the  transfer  of  the  $900,000  from  the 
following  items:  “Ship  construction,  $76,450”;  “Export  control, 
$21,475” ; “Forest  highways,  $735,150,”  a total  of  $833,075. 

Senator  Holland.  With  regard  to  the  breakdown  of  transfer,  the 
use  of  these  transferred  amounts  applies  to  items  in  both  title  I and 
title  II  of  the  bill  ? 

Mr.  Moore.  That  is  correct,  on  the  pay  costs. 
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Senator  Holland.  The  next  questions  will  apply  specifically  to  the 
sources  from  which  you  propose  to  make  the  transfer  and  questions 
incident  thereto. 


TRANSFER  AUTHORITY  LIMITATION 

In  view  of  the  apparent  deficiencies  of  pay  cost  moneys  in  the  sal- 
aries and  expense  accounts  of  the  Department  found  in  title  I and  II 
of  the  bill,  where  will  the  funds  to  be  transferred  be  derived  ? 

Mr.  Moore.  I have  already  covered  that. 

Senator  Holland.  You  have  covered  $833,075. 

Mr.  Moore.  That  is  correct. 

Senator  Holland.  Does  that  indicate  you  will  not  need  the  entire 
authority  ? 

Mr.  Moore.  We  will  absorb  the  remainder. 

Senator  Holland.  Then  in  effect  the  transfer  authority  may  be 
limited  to  $833,075  ? 

Mr.  Moore.  Yes,  sir. 

Senator  Holland.  What  would  be  the  effect  of  the  transfer  of 
$900,000  from  the  appropriation  accounts  you  have  in  mind  as  the 
source  of  these  funds?  In  other  words,  taking  the  three  items  and 
reducing  this  to  $833,075  instead  of  $900,000,  please  indicate  what  in 
each  case  will  be  the  effect  of  the  transfer  which  you  propose  to  make. 

Mr.  Moore.  May  I ask  Mr.  Nielson  to  answer  that  question  ? 

EFFECT  OF  TRANSFER 

Mr.  Nielson.  Mr.  Chairman,  the  amount  of  $76,450  from  “Ship 
construction”  was  previously  available  this  year  for  salaries  and  ex- 
penses and  has  not  entirely  been  used.  The  transfer  provision  in  the 
House  bill  would  allow  us  to  use  the  $76,450  to  absorb  a portion  of  this 
pay  cost. 

Senator  Holland.  On  that  point  and  before  you  leave  it,  do  I un- 
derstand from  that  that  the  objectives  of  the  agency  from  which  you 
transfer  the  $76,000  will  not  be  impaired  in  any  way  ? 

Mr.  Nielson.  They  would  not  be  impaired,  Mr.  Chairman. 

EXPORT  CONTROL 

In  connection  with  “Export  control” — the  $21,475  which  was  men- 
tioned— we  have  the  same  situation  there  because  we  are  reducing  the 
program  level  somewhat  in  export  control  as  reflected  in  the  1960 
budget,  and  this  has  the  effect  of  making  available  a small  amount  in 
that  account. 

Senator  Holland.  That  amount  is  made  effective  without  impair- 
ing the  activities  of  the  Export  Control  Division  ? 

Mr.  Nielson.  That  is  right,  Mr.  Chairman. 

FOREST  HIGHWAYS 

The  next  item,  “Forest  highways”  in  the  amount  of  $735,150  would 
be.  derived  from  taking  funds  that  would  be  made  available  for  sal- 
aries and  expenses  for  this  account.  Each  year  there  is  approximately 
10  percent  of  total  authorizations  set  aside  for  administrative  and 
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other  expenses  for  this  program.  At  the  present  time,  the  amount 
withheld  for  these  purposes  in  1959  is  $3,300,000.  The  estimated  re- 
quirements for  1959  total  about  $1.5  million,  which  leaves  us  with  an 
estimated  balance  of  $1.8  million  in  funds  used  for  salaries  and 
expenses. 

Senator  Holland.  Are  we  to  understand  that  this  proposed  trans- 
fer will  not  impair  the  activities  of  the  Forest  highways  program  and 
will  still  leave  more  than  ample  funds  on  hand  for  the  completion  of 
activities  for  this  year? 

Mr.  N ielson.  Mr.  Chairman,  I would  like  to  say  this;  while  an 
amount  is  reserved  for  the  previously  stated  purposes  each  year,  the 
amounts  that  are  not  used  are  reallocated  back  through  projects  for 
subsequent  years. 

Senator  Holland.  If  I understand  you  correctly  then,  this  transfer 
would  mean  that  you  would  reduce  by  that  much  the  funds  for  later 
years,  activities  which  customarily  is  carried  over  at  the  end  of  any 
particular  year  by  the  forest  highways  program  ? 

Mr.  Nielson.  That  is  correct. 

Senator  Holland.  My  nest  question  then  becomes  very  necessary, 
it  seems  to  me.  Will  it  be  necessary  in  view  of  that  fact  in  some  sub- 
sequent year  to  replenish  by  appropriation  the  accounts  from  which 
you  propose  to  transfer  these  funds  and  particularly  the  last  men- 
tioned account — that  is,  the  forest  highways  account? 

Mr.  Nielson.  In  respect  to  the  first  two  accounts,  ship  construction 
and  export  control,  it  would  not  be  necessary. 

In  connection  with  the  forest  highway  account,  here  again  depend- 
ing on  the  projects  that  would  be  programed,  Mr.  Chairman,  there  no 
doubt  would  be  a possibility  that  these  funds  would  have  to  be  re- 
stored in  subsequent  years. 

PROGRAM  ADJUSTMENT  DUE  TO  FUND  REDUCTION 

Senator  Holland.  If  these  accounts  from  which  the  funds  were  re- 
plenished— let’s  limit  this  to  the  forest  highways  account  in  view  of 
your  last  answer — if  this  account  from  which  the  $735,000  is  pro- 
posed to  be  transferred  was  not  subsequently  made  whole,  what  pro- 
gram adjustments  in  forest  highways  activity  would  be  necessary  be- 
cause of  those  funds  reductions  ? 

Mr.  Nielson.  We  have  not,  because  of  the  time  factor  involved,  had 
an  opportunity  to  determine  specific  projects  or  programs  which 
might  be  affected  over  a period  of  time.  I don’t  think  we  can  tell  you 
right  at  this  moment  just  what  the  specific  effects  would  be. 

Senator  Holland.  Could  you  prepare  such  a statement  for  inclu- 
sion in  the  record  ? 

Mr.  Nielson.  Yes,  Mr.  Chairman,  I think  we  could  do  that. 

Senator  Holland.  I would  suggest  with  the  approval  of  the  chair- 
man of  the  committee  that  you  prepare  such  a statement  and  include 
it  in  the  record  at  this  point. 

Chairman  Hayden.  I think  it  is  highly  desirable  that  that  ought 
to  be  done  because  we  ought  to  know  just  exactly  what  you  are  pro- 
posing. 

My  recollection  is  that  there  is  never  enough  money  for  the  forest 
highways  program  to  do  the  work  that  has  to  be  done. 
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(The  information  referred  to  follows :) 

Bureau  of  Public  Roads 


FOREST  HIGHWAYS 

The  attached  tabulation  reflects  the  reduction  in  forest  highway  apportionments 
to  the  States  assuming  transfer  of  $735,150  to  meet  pay  act  costs  under  H.R.  5916. 

It  is  impossible  to  indicate  specific  projects  that  will  be  affected  by  this  reduction 
because  the  programs  of  projects  are  not  developed  until  after  the  funds  are  made 
available  to  the  States. 


DEPARTMENT  OF  COMMERCE,  BUREAU  OF  PUBLIC  ROADS 

Forest  Highways 


Amount  of  reduction  by  State  based  upon  proposed  transfers  for  pay  increase 
costs  under  H.R.  5916  : 

Apportionment  of  $7 35,150  of  the  1960  f unds  deducted  for  reserve 


Alabama $2, 105 

Arizona 41,  379 

Arkansas 9,  994 

California 105,  283 

Colorado 52,  794 

Florida 4,  271 

Georgia 2,  590 

Idaho 74,  849 

Illinois 847 

Indiana 493 

Iowa 24 

Kentucky 1,  511 

Louisiana 1.  696 

Maine 275 

Michigan 7,  889 

Minnesota 10,  167 

Mississippi 3,  468 

Missouri 3,  757 

Montana 58,  600 

Nebraska 686 

Nevada 13, 188 

New  Hampshire 3,  928 

New  Mexico 29,  458 


Avaiability 


North  Carolina $4,  529 

North  Dakota 3 

Ohio 403 

Oklahoma 507 

Oregon 101,  270 

Pennsylvania 1,  962 

South  Carolina 2,  410 

South  Dakota 5,  759 

Tennessee 2,  464 

Texas 2,  327 

Utah 24,  414 

Vermont 1,  315 

Virginia 4,  781 

Washington 51,  095 

West  Virginia 2,  901 

Wisconsin 4,  111 

Wyoming 31,360 

Alaska 64,  080 

Puerto  Rico 207 


Total 735,150 

Western  States 653,  529 

Eastern  States 81,  621 


of  Funds 


Senator  Holland.  If  the  committee  should  not  agree  with  your 
proposal  to  transfer  the  $735,000  from  the  forest  highways  account, 
can  you  identify  any  other  funds  available  to  the  Department  which 
might  be  used  for  this  purpose;  that  is,  to  provide  increased  pay 
costs  ? 

Mr.  Moore.  Mr.  Chairman,  we  have  one  other  fund — “Ship  con- 
struction, liquidation  of  contract  authorization^ — may  I tell  you 
about  that  fund?  A total  of  $512,433,950  was  appropriated  for  this 
program  which  covers  all  postwar  ship  construction  activity  up  to  the 
fiscal  year  1955. 

Senator  Holland.  When  was  that  appropriation  made  ? 

Mr.  Nielson.  Prior  to  1955. 

Mr.  Moore.  As  of  February  1,  1959,  all  contracts  under  this  pro- 
gram have  been  completed  with  the  exception  of  the  Mariner  con- 
tract with  Sun  Shipbuilding  & Dry  Dock  Co.  The  unliquidated  ob- 
ligations of  this  contract  amount  to  $14,776.  It  has  been  adminis- 
tratively determined  that  a minimum  of  $1  million  should  be  retained 
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in  this  account  to  liquidate  outstanding  obligations  and  any  adjust- 
ments thereto  resulting  from  pending  litigation  involving  shipbuild- 
ers subcontracts.  The  remaining  balance  of  $6,361,541  is  available  for 
return  to  the  Treasury. 

Senator  Holland.  In  view  of  that  fact,  why  was  not  the  proposed 
transfer  planned  to  come  from  this  particular  fund  ? 

Mr.  Moore.  We  would  need  slightly  different  language  than  that 
contained  in  the  House  bill.  May  I submit  an  amendment  to  vou 
at  this  time  ? 

Senator  Holland.  I think  the  committee  would  be  very  interested 
in  such  a suggested  amendment. 

Mr.  Moore.  I have  one  prepared. 

Mr.  Nielson.  I would  like  to  make  one  further  comment.  The  rea- 
son that  this  account  was  not  used  as  it  relates  to  this  transfer  pro- 
vision was  because  the  transfer  provision  relates  to  salaries  and  ex- 
pense account  and  this  is  not  a salaries  and  expense  account. 

Senator  Holland.  In  other  words,  while  you  do  have  ample  funds 
for  this  pay  cost  deficiency  resulting  from  the  10  percent  cut  of  the 
budget  item  by  the  other  body,  it  is  not  in  a salary  item  and  could 
be  taken  from  the  item  which  has  just  been  covered  by  Secretary 
Moore  ? 

Mr.  Nielson.  That  is  correct. 

Senator  Holland.  I suggest  that  the  wording  which  would  permit 
the  transfer  of  a portion  of  this  fund  in  the  event  the  committee 
approves  such  a transfer  be  inserted  in  the  record  at  this  time. 

Chairman  Hayden.  Without  objection,  it  will  be  inserted  at  this 
point. 

(The  alternate  language  amendment  referred  to  follows:) 

Alternate  Language  Amendment 

The  Secretary  of  Commerce  is  authorized  to  transfer  not  to  exceed  $900,000 
from  the  appropriation  “Ship  construction  (liquidation  of  contract  authoriza- 
tion) maritime  activities”,  to  other  appropriations  of  the  Department  of  Com- 
merce for  the  purpose  of  providing  for  increased  pay  costs  in  the  fiscal  year 
1959. 

RETURN  OF  FUNDS  TO  TREASURY 

Senator  Holland.  I believe  you  have  already  given  a complete  ac- 
count of  this  ship  construction  liquidation  fund  and  the  purpose  for 
which  it  was  provided  and  the  extent  to  which  the  fund  would  be 
needed  in  the  future,  indicating  clearly  that  a restoration  or  return 
of  funds  to  the  Treasury  in  the  amount  of  more  than  $6  million  will  be 
involved  in  the  event  Congress  does  not  direct  some  other  disposition 
for  this  fund  ? 

Mr.  Moore.  That  is  correct. 

Senator  Holland.  Before  I yield  for  other  questions  from  other 
members  of  the  committee,  I want  to  say  that,  while  as  chairman  of 
this  subcommittee  I have  been  and  am  now  very  strongly  opposed  to 
supplemental  requests,  I recognize  that  this  pay  cost  item  does  not 
come  within  that  customary  attitude  of  mine.  The  pay  increase  bill 
was  enacted  after  the  time  this  committee  and  the  Congress  acted  upon 
the  regular  appropriation  bill  last  year.  So  I am  reserving  my  opinion 
as  to  other  requests  made  by  the  Department.  I want  to  say  that  I cer- 
tainly have  no  objection  to  meeting  the  legitimate  pay  costs  of  the 
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Department  as  represented  in  budget  items,  which  result  from  action 
of  the  Congress  and  not  from  any  other  source. 

If  there  are  questions  on  these  pay  cost  items,  I think  before  we  go 
to  the  other  items  not  in  that  category,  this  would  be  the  time  for  them. 

Chairman  Hayden.  It  is  evident  that  Congress  acted  to  raise  the  pay, 
but  the  money  was  not  available  to  meet  the  costs  and  it  has  to  be  made 
available. 

Senator  Holland.  With  your  approval  then,  Mr.  Chairman,  I will 
go  to  the  individual  items  other  than  this  cost  increase  item,  with  the 
clear  understanding  that  so  far  as  the  chairman  of  the  subcommittee 
is  concerned,  he  is  much  more  skeptical  about  some  of  them  than  he 
is  of  the  pay  cost  items. 


Maritime  Activities 
ship  construction 

Senator  Holland.  The  next  item  for  consideration  is  a request  for 
restoration  of  a limitation  increase  of  $50,000.  The  budgeted  esti- 
mate proposed  a limitation  of  $18,700,000  for  a nuclear-powered  mer- 
chant ship;  the  House  bill  provides  $18,650,000,  a reduction  of  $50,000 
in  the  limitation. 

At  this  point  there  will  be  placed  in  the  record  the  requested  amend- 
ment to  the  House  bill  and  your  justifications  in  support  of  the  budget 
estimate. 

Just  so  that  the  record  may  be  clear  on  this  point,  this  item  has  long- 
been  authorized,  has  it  not,  Mr.  Secretary  ? 

Mr.  Moore.  Yes,  sir. 

(The  amendment  referred  to  follows :) 

MARITIME  ACTIVITIES 
Ship  Construction 
(House  Hearings,  pp.  3S1-400) 

Page  7,  line  3,  of  H.R.  5916 : 


195S  appropriation $3,  000,  000 

1959  appropriation 141,  475,  000 

1959  supplemental (700,000) 

House  allowance (650,000) 

House  reduction  from  budget  request (50,  000) 

Restoration  requested (50,000) 


AMENDMENT  REQUESTED 

On  page  7,  line  4,  of  H.R.  5916,  delete  “$18,650,000”  and  insert  “$18,700,000”. 

HOUSE  REPORT 

“The  committee  has  approved  language  for  ship  construction  in  Maritime 
Activities  which  will  increase  the  limitation  on  cost  for  design  and  construction 
of  a nuclear-powered  merchant  ship  from  $18,000,000  to  $18,650,000.  This  in- 
crease will  permit  incorporation  of  additional  features  in  the  vessel  which  had 
been  eliminated  from  the  plans  and  are  now  considered  essential.” 

JUSTIFICATION 

This  supplemental  budget  request  is  for  the  purpose  of  providing  the  necessary 
language  to  permit  the  purchase  and  installation  of  stabilizers  on  the  NS 
Savannah.  To  accomplish  this,  it  is  proposed  to  increase  the  limitation  from 
$18,000,000  to  $18,700,000  without  additional  appropriation  of  funds. 

38932—59 3 
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I ii  ■ 1 i big  mi  our  request,  the  House  recognized  both  the  need  for  the  stabilizers 
and  i!:"  requirement  to  provide  an  increase  in  the  appropriation  limitation.  The 
excerpt  from  the  House  report,  as  quoted  above,  indicates  that  the  committee 
felt  that  mi  Increase  of  $650,000  will  permit  purchase  and  installation  of  the 
stabilizers. 

( ’<»>t  os  I i mates  furnished  by  New  York  Shipbuilding  Corp.,  reflecting  quotations 
from  private  vendors,  indicate  that  the  stabilizers  cannot  be  purchased  and  in- 
sialiod  for  the  amount  recommended  by  the  House.  These  costs  are  detailed 
as  follows : 


Engineering $35,000 

Purchase  and  installation 650,000 

Drydocking  for  installation 15,  000 


Total 700,000 


It  has  been  necessary  to  exercise  extremely  rigid  programatic  control  to  accom- 
plish construction  of  the  NS  Savannah  within  the  $18  million  originally  allocated. 
The  complexities  of  this  venture  into  the  field  of  nuclear  propulsion  make  it  a 
day-to-day  operation  to  insure  against  incurring  a deficiency.  There  is,  accord- 
ingly, no  possibility  of  anticipating  absorption  of  any  portion  of  the  cost  of 
stabilizers  under  the  present  limitation.  For  this  reason  it  is  urgently  requested 
that  the  appropriation  limitation  be  increased  by  $700,000  in  lieu  of  the  increase 
of  $650,000  recommended  by  the  House. 

This  will  not  necessitate  an  appropriation  of  additional  funds  but  will  merely 
expand  the  limitation  imposed  and  will  provide  the  margin  of  flexibility  deemed 
essential  to  successful  accomplishment  of  the  project.  Based  on  the  best  cost 
estimates  available  at  this  time,  a minimum  limitation  increase  of  $700,000  is 
required. 


MARITIME  ADMINISTRATION 

(H.  Doc.  No.  58) 

Ship  construction 

Appropriated  1959 : $141,475,000. 

Request : Language  only. 

PURPOSE  AND  NEED  FOR  LANGUAGE 

Under  the  Second  Supplemental  Appropriation  Act  1957,  an  additional  $18 
million  was  appropriated  to  the  Maritime  Administration  under  this  head  for 
the  design  and  construction  of  the  NS  Savannah.  Funds  for  the  nuclear  power- 
plant  were  budgeted  separately  by  the  Atomic  Energy  Commission. 

The  Comptroller  General  has  advised  that  the  appropriation  language  as 
approved  limits  the  amount  available  to  the  Maritime  Administration  for  con- 
structing the  NS  Savannah  to  $18  million. 

Every  effort  has  been  made  to  effect  the  construction  of  this  ship  within  this 
amount.  In  so  doing,  many  desirable  and,  to  a degree,  essential  features  were 
omitted  so  as  to  avoid  any  unnecessary  delay  in  the  project.  Stabilizers,  in- 
cluded in  the  initial  design  of  the  NS  Savannah  were  deleted  because  of  budgetary 
limitations.  The  importance  of  stabilizers  as  a safety  factor  in  this  “first” 
nuclear-powered  merchant  ship  necessitates  this  request  to  provide  language 
which  will  permit  costs  in  excess  of  $18  million  for  the  NS  Savannah  by  re- 
programing funds  previously  appropriated  for  ship  construction  activities. 

JUSTIFICATION 

Throughout  the  entire  Savannah  project,  safety  of  the  crew,  the  ship,  and  the 
general  public  is  of  first  concern.  Steps  have  been  taken  to  assure  accomplish- 
ment of  this  objective  to  the  extent  possible  within  the  imposed  limitation  of  $18 
million.  Stabilizers,  the  primary  purpose  of  which  is  to  provide  a greater 
degree  of  safety,  are  precluded  by  this  limitation. 

Normally,  prototype  reactor  plants  are  constructed  on  land  where  considerable 
technical  information  becomes  available  prior  to  installation  of  such  plants  in 
ships.  In  the  Savannah  case,  in  the  interest  of  economy,  the  prototype  is  to  be 
installed  directly  into  the  ship  with  the  intention  of  performing  experimehtation 
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during  the  ship’s  early  operating  life.  In  all  probability  the  Savannah  nuclear 
powerplant  cannot  be  brought  to  full  power  at  dockside,  therefore  much  of  the 
necessary  testing  must  he  done  at  sea.  Further,  the  testing  of  new  and  improved 
components  will  be  carried  out  during  much  of  the  ship’s  early  life.  Since  much 
of  this  testing  must  be  done  at  sea  under  conditions  which  cannot  be  predicted, 
utmost  care  must  he  exercised  ot  assure  a stable  ship  condition  in  this  initial 
period. 

The  importance  of  complete  reliability  of  the  control  system  cannot  he  over- 
emphasized. It  is  by  necessity  a complex  system  designed  for  rapid,  dependable 
response  un^er  all  expected  conditions.  It  is  essential  that  it  be  operable  at 
all  times.  When  the  ship  is  rolling,  there  is  undoubtedly  a greater  chance  for 
malfunctioning  of  the  control  rod  drive  than  when  the  ship  is  stable.  Stabilizers 
would  substantially  improve  the  working  conditions  for  the  control  rod  drive 
and  thus  add  to  the  ship’s  safety. 

A second  condition  which  stabilizers  would  improve  is  the  fact  that  integrity 
of  the  reactor  system  must  be  maintained  at  all  times  to  prevent  the  spread  of 
radioactive  contamination.  Tbe  Savannah  reactor  system  is,  of  course,  designed 
with  this  in  mind,  but  the  problem  is  much  greater  than  for  a central  station 
reactor  where  space  is  not  a premium,  nor  mobility  a factor.  Heavy  components 
and  intricate  piping  in  a confined  space  as  on  the  Savannah,  impose  involved 
arrangement  and  support  problems.  If  ship  motion  can  be  minimized,  there  is 
much  less  ch°nce  of  there  being  excessive  strains  in  the  system  which  could 
cause  hazardous  leaks  or  ruptures. 

When  more  experience  has  been  gained  in  nuclear-powered  ships,  it  is  expected 
that  some  of  the  safety  factors  being  built  into  the  Savannah  will  not  be  needed; 
until  this  time  has  been  reached,  however,  it  is  believed  unwise  not  to  include 
those  nractical  features  such  as  stabilizers  which  add  to  the  overall  safety  of 
the  nuclear  aspects  of  the  ship. 

It  is  estimated  that  $700,000  will  be  required  for  installation  of  stabilizers 
on  the  NS  Savannah.  Supplemental  language  permitting  this  amount  to  be  made 
available  by  reprograming  funds  previously  appropriated  for  ship  construction 
activities  is  required  to  provide  for  construction  and  delivery  of  the  stabilizers 
prior  to  loading  fuel  on  the  ship.  Deferral  until  a later  date  will  result  in  exces- 
sive costs  due  to  special  handling  of  the  nuclear  fuel. 

LIMIT  IN  AMOUNT  AVAILABLE 

Senator  Holland.  Your  justification  indicates  that  a Comptroller 
General’s  ruling  limits  the  amount  available  to  $18  million.  When 
was  this  matter  raised  with  him  and  what  is  the  date  of  his  ruling? 

I am  speaking,  of  course,  of  your  justification  of  the  entire  budgeted 
amount  and  not  of  your  request  for  the  restoration  of  the  $50,000. 

Mr.  Moore.  I was  speaking  of  the  $18  million;  January  23,  1957. 
Then  we  asked  for  a supplemental  for  the  $700,000  to  take  care  of  the 
additional  features  which  the  Maritime  Administration  felt  were  ab- 
solutely essential  in  testing  out  this  nuclear  ship.  That  came  up  when 
we  went  up  to  the  House  on  the  supplemental. 

Senator  Holland.  Did  the  House  hearings  include  a showing  of 
the  date  of  your  request  and  the  date  and  substance  of  the  ruling  of 
the  Comptroller  General  ? 

Mr.  Moore.  Not  to  my  knowledge. 

Senator  Holland.  Do  you  have  the  ruling  of  the  Comptroller  Gen- 
eral with  you  here  ? 

Mr.  Moore.  I have  a copy  of  it  with  me  here. 

Senator  Holland.  My  understanding  is  that  in  view  of  certain  of 
the  language  in  the  appropriation  act  and  related  reports  that  the 
total  amount  which  could  be  spent  on  this  ship,  unless  there  is  addi- 
tional action  now,  would  be  $18  million ; is  that  correct  ? 

Mr.  Moore.  That  is  correct  ? 
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Senator  Holland.  Will  you  insert  the  opinion  of  the  Comptroller 
fienenil  in  the  record  at  tins  time  for  the  information  of  the  com- 
mittee ? 

( I lie  opinion  of  the  Comptroller  General  follows:) 

Comptroller  General  of  the  United  States, 

W ashing  ton,  J amtary  23, 1957. 

The  Honorable  the  Secretary  of  Commerce. 

l)i  ak  .Mr.  Secretary:  On  December  17,  1956,  the  Assistant  Secretary  of  Com- 
merce (Administration)  submitted  for  our  consideration  a question  concerning 
the  construction  of  the  provision  in  the  Second  Supplemental’  Appropriation 
Act,  1957,  Public  Law  855,  approved  July  31,  1956  (70  Stat.  763,  704),  reading 
as  follows: 

Ship  construction:  For  an  additional  amount  for  ‘Ship  construction’  for 
design,  construction,  outfitting,  and  preparation  for  operation  of  a nuclear- 
pou'ncd  merchant  ship,  $18,000,000,  to  remain  available  until  expended:  * * * 
Provided  further,  That  this  paragraph  shall  be  effective  only  upon  enactment 
into  law  of  H.R.  6243,  Eighty-Fourth  Congress.”  [Emphasis  added.]' 

The  question  presented  is  whether  the  language  of  the  above-quoted  provision 
limits  expenditures  for  the  design,  construction,  etc.,  of  the  nuclear-powered 
merchant  ship  to  $18  million. 

The  Department  of  Commerce  and  Related  Agencies  Appropriation  Act,  1957, 
Public  Law  604.  approved  June  20,  1956  (70  Stat.  314,  317),  appropriated 
$82,700,000  for  “Ship  construction”  and  specified  the  following  purposes  without 
specifying  any  amount  for  each  purpose  : 

( 1 ) For  payment  of  construction-differential  subsidy  and  cost  of  national- 
defense  features  incident  to  construction  of  ships  for  operation  in  foreign 
commerce,  and  the  cost  of  national  defense  features  incident  to  construction 
of  vessels  for  domestic  opera  tion ; 

(2)  For  payment  of  construction-differential  subsidy  and  cost  of  national- 
defense  features  incident  to  the  reconstruction  and  reconditioning  of  ships 
under  title  V of  the  Merchant  Marine  Act,  1936,  as  amended ; 

(3)  For  reconditioning  and  betterment  of  one  ship  in  the  national-defense 
reserve  fleet ; 

(4)  For  acquisition  of  used  ships  pursuant  to  section  510  of  the  Merchant 
Marine  Act,  1936,  as  amended,  and  the  payment  of  cost  of  national-defense 
features  incorporated  in  new  tankers  constructed  to  replace  used  tankers; 
and 

(5)  For  research,  development,  and  design  expenses  incident  to  new  and 
advanced  ship  design,  machinery,  and  equipment. 

The  letter  expresses  the  view  of  your  Department  that  under  Public  Law  604 
there  is  no  legal  limitation  on  the  amount  that  can  be  expended  for  each  of  the 
five  specified  purposes  so  long  as  the  amount  expended  for  all  such  purposes 
does  not  exceed  $82,700,000. 

Your  Department  contends  that  if  the  appropriation  to  build  the  nuclear- 
powered  merchant  ship  had  been  sought  at  the  time  when  your  budget  for  fiscal 
year  1957  was  submitted,  the  purpose  of  building  a nuclear-powered  merchant 
ship  would  have  been  stated  as  a sixth  purpose  and  the  aggregate  sought  for 
“Ship  construction”  would  have  been  increased  by  the  estimated  cost  of  building 
the  ship.  This  contention  is  apparently  based  on  the  fact  that  similar  lan- 
guage was  used  to  request  funds  to  build  a nuclear-powered  tanker  and  two 
other  prototype  ships  in  the  1957  budget  (i.e.,  in  your  Department’s  regular  ap- 
propriation request)  and  such  purpose  was  stated  as  one  of  the  purposes  for 
which  the  “Ship  construction”  appropriation  would  be  used.  The  Department’s 
letter  states  that  this  purpose  was  not  included  in  your  regular  appropriation 
act,  because  there  was  a difference  of  congressional  opinion  as  to  the  authority 
of  your  Department  to  build  protoype  vessels,  but  that  there  is  no  reason  to 
suppose  that  if  an  appropriation  had  been  made,  that  it  would  have  been  in  a 
form  different  from  the  form  in  which  it  was  requested ; further,  that  the  lan- 
guage making  the  supplemental  appropriation  to  build  the  nuclear-powered  mer- 
chant ship  is  the  language  requested  by  your  Department,  except  (as  far  as 
pertinent  here ) for  the  amount. 

Under  the  circumstances,  your  Department  is  of  the  opinion  that — quoting 
from  the  letter : 

“*  * * the  correct  construction  of  the  Second  Supplemental  ApproprDUon 
Act,  1957,  with  respect  to  maritime  activities,  is  that  a sixth  purpose  is  added 
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to  the  specified  purposes  for  which  the  ‘Ship  construction’  appropriation  for  the 
fiscal  year  1957  may  be  used ; that  the  amount  of  the  ‘Ship  construction’  appro- 
priation is  increased  by  $18  million  to  $100,700,000;  that  there  is  no  limit  on 
the  amount  which  may  be  expended  for  each  of  the  six  specified  purposes  so 
long  as  the  amount  expended  for  all  such  purposes  does  not  exceed  $100,700,000 ; 
and  that  more  than  $18  million  may  be  expended  for  design,  construction,  outfit- 
ting, and  preparation  for  operation  of  a nuclear-powered  merchant  vessel  so 
long  as  not  more  than  $100,700,000  is  expended  for  all  six  of  the  specified  pur- 
poses.” 

Our  decision  is  requested  whether  we  agree  with  the  above-quoted  construction 
of  the  appropriation  provision  in  question. 

It  is  clear  from  the  legislative  history  of  the  Department  of  Commerce  and 
Related  Agencies  Appropriation  Act,  1957,  that  no  part  of  the  funds  appropriated 
therein  for  “Ship  construction”  was  to  be  available  for  construction  of  any 
nuclear-powered  or  prototype  vessel,  the  amount  requested  for  such  purposes 
having  been  denied  by  both  the  House  and  Senate  pending  the  enactment  of 
authorizing  legislation.  See  page  6,  House  Report  2076,  S4tli  Congress,  2d  ses- 
sion ; page  5,  Senate  Report  2039,  84th  Congress,  2d  session ; and  page  6567, 
Congressional  Record  of  May  2.  1956. 

The  act  of  July  30,  1956  (H.R.  6243),  Public  Law  848  (70  Stat.  731),  author- 
izes funds  “ to  he”  appropriated  for  the  construction,  outfitting,  etc.,  of  a 
nuclear-powered  merchant  ship.  This  act,  as  H.R.  6243,  was  before  the  Con- 
gress at  the  same  time  it  was  considering  the  appropriation  provision  (in  the 
Second  Supplemental  Appropriation  Act,  1957)  making  funds  available  for  the 
design,  construction,  etc.,  of  a nuclear-powered  ship,  and  that  appropriation 
provision  as  enacted  into  law  became  effective  only  if  H.R.  6243  was  enacted 
into  law.  However,  the  funds  in  the  Department  of  Commerce  and  Related 
Agencies  Appropriation  Act,  1957,  for  “Ship  construction”  were  not  made  avail- 
able by  either  of  the  two  last  cited  acts  for  construction,  etc.,  of  a nuclear- 
powered  merchant  vessel.  Therefore,  we  hold  that  the  funds  appropriated 
for  “Ship  construction”  in  your  Department’s  regular  fiscal  year  1957  appro- 
priation (i.e.,  the  $82,700,000)  are  not  available  for  the  purpose  in  question. 

Moreover,  aside  from  the  nonavailability  of  your  regular  appropriation  for 
the  reasons  set  forth  above,  it  is  a rule  of  long  standing  that  an  appropria- 
tion made  available  for  a specific  object  is  available  for  that  object  to  the  ex- 
clusion of  an  appropriation  which  might  otherwise  be  applicable  in  the  ab- 
sence of  the  specific  appropriation,  and  that  when  the  specific  appropriation 
to  which  an  expense  is  chargeable  is  exhausted,  the  general  appropriation 
cannot  be  used  for  that  purpose  (4  Comp.  Gen.  476;  5 id.  399;  7 id.  400;  10  id. 
440:  19  id.  633;  id.  892).  Also,  we  have  held  that  the  inclusion  of  the  words 
“not  to  exceed”  or  similar  language  is  not  necessary  to  establish  a limitation 
when  an  appropriation  includes  a specific  amount  for  a particular  object  (19 
Comp.  Gen.  892 ; A-99732,  Jan.  13, 1939 ; B-5526,  Sept.  14,  1939) . 

The  appropriation  act  in  question  specifically  provides  $18  million  for 
design,  construction,  outfitting,  and  preparation  for  operation  of  a nuclear- 
powered  merchant  ship,  thus  earmarking  a specific  amount  of  money  for  a 
specific  purpose.  Accordingly,  the  rules  cited  above  would  also  be  for  applica- 
tion here. 

In  view  of  the  foregoing,  we  cannot  agree  with  your  Department’s  con- 
struction of  the  appropriation  provision  contained  in  the  Second  Supplemental 
Appropriation  Act,  1957.  Under  existing  law  no  more  than  $18  million  may 
be  expended  by  your  Department  for  the  design,  construction,  outfitting,  and 
preparation  for  operation  of  a nuclear-powered  merchant  ship. 

Sincerely  yours, 


Comptroller'  General  of  the  United  States. 

ITEM  NOT  INCLUDED  IN  REGULAR  BUDGET  REQUEST 

Senator  Holland.  You  state  in  the  justification  that  the  stabilizers 
in  the  ship  were  included  in  the  initial  design  and  deleted  because  of 
budgetary  limitation.  Did  you  raise  this  question  in  the  1958  and 
1959  budget  presentations  you  have  made  since  January  1957,  and, 
if  not,  why  not  ? 
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Mr.  Moore.  May  I ask  Admiral  Ford  to  answer  that  question.  I 
do  not  believe  that  we  did  raise  it  at  that  time. 

Senat  or  I Tolland.  Now,  we  come  right  back  to  the  position  which 
tli<>  chairman  of  the  subcommittee  has  taken  for  a long  time,  that 
he  feels  that  the  Department  should  raise  questions  which  are  in 
existence  in  the  regular  budget  requests.  I certainly  will  listen  with 
skepticism  to  any  explanation  of  why  this  item  was  not  included  in 
your  regular  budget  requests,  of  which  you  have  had  two  since  this 
question  arose. 

Mr.  Moore.  I think  we  have  a sound  explanation.  May  I ask 
Admiral  Ford  to  talk  to  that. 

Senator  Holland.  Admiral,  will  you  present  reasons  for  eliminat- 
ing this  item  from  the  regular  budget  request  in  the  two  cases  which 
have  already  cleared  since  this  situation  arose  ? 

Admiral  Ford.  As  Mr.  Moore  stated,  when  the  ship  was  originally 
planned  it  was  contemplated  that  it  would  have  stabilizers.  They 
were  eliminated  when  the  funds  were  limited.  We  originally  re- 
quested $22  million  and  this  was  cut  back  to  $18  million  in  the  authori- 
zation. As  stated,  it  has  been  determined  that  only  this  amount  can 
be  used  for  this  ship  and  no  other  fund  can  be  used  for  this  purpose. 

As  we  progressed  with  the  planning  of  the  ship  and  the  testing, 
and  so  forth,  it  became  apparent  to  us  that  since  we  were  building 
a plant  which  was  not  previously  tested  as  a shore-based  prototype 
it  was  of  great  importance  that  we  have  the  greatest  possible  stability 
in  the  ship  as  a test  platform.  This  is  the  first  nuclear  plant  which 
has  been  built  in  the  ship  without  pretesting  on  land,  and  it  now  be- 
comes apparent  to  us  that  stability  is  a very  desirable  feature.  During 
the  initial  period  this  was  not  so  apparent. 

DESIRABILITY  OF  FEATURE 

Senator  Holland.  When  did  this  matter  become  apparent,  that 
the  stabilizers  were  a valuable  requisite  feature  of  the  ship  construc- 
tion ? 

Admiral  Ford.  We  have  considered  it  a very  desirable  feature  all 
along,  but  we  thought  we  could  do  without  it.  But  we  now  believe 
we  really  need  the  stabilizers  in  this  particular  plant. 

Senator  Holland.  When  did  you  come  to  that  conclusion  ? 

Admiral  Ford.  About  6 months  ago. 

Senator  Holland.  Do  you  mean  to  say  that  when  you  presented 
your  budget  request  for  1958  and  for  fiscal  year  1959  you  had  not  yet 
then  come  to  the  conclusion  that  these  stabilizers  were  so  necessary 
that  you  would  again  ask  that  they  be  included  in  the  construction  of 
this  ship  ? 

Admiral  F ord.  That  is  correct. 

Mr.  Moore.  Mr.  Chairman,  may  I say  something  at  this  point? 
They  had  many  times  talked  about  stabilizers  for  the  ship.  It  was 
comfort  that  they  talked  about  and  something  that  we  thought  they 
could  do  without.  Then,  about  6 months  ago  they  made  a very  careful 
analysis  and  felt  that  they  should  have  some  sort  of  stability  on  this 
ship  that  had  not  been  figured  into  it,  and  that  is  when  we  approved 
in  the  Department  of  Commerce,  having  the  supplemental  come  up, 
to  try  to  get  this  safety  factor  in  there. 
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Senator  Holland.  The  ship  is  under  construction  at  the  Camden 
shipyard  ? 

Mr.  Moore.  Yes,  sir ; it  is  under  construction.  It  will  be  launched 
in  July. 

Senator  Smith.  Mr.  Secretary,  is  it  necesary  to  install  the  stabilizers 
before  the  launching  or  after  ? 

Mr.  Moore.  I would  like  to  ask  Admiral  F ord  to  answer  that. 

Admiral  Ford.  Mrs.  Smith,  we  did  not  know  until  we  had  made  a 
certain  amount  of  proving  on  the  ship  how  far  our  money  would  go 
and  we  had  always  hoped  that  we  could  have  the  stabilizers.  It  became 
apparent  to  us  that  we  could  not  within  the  SIS  million  ;■  however,  we 
did  install  certain  electrical  work  and  basic  foundation  work  with  the 
hope  that  we  could  install  the  stabilizers  eventually. 

Senator  Smith.  Mill  you  be  able  to  have  them  installed  ? 

Admiral  Ford.  They  will  not  be  completely  installed  at  that  time; 
no,  ma’am. 

URGENCY  OF  REQUEST 

Senator  Smith.  Mr.  Secretary,  is  this  additional  $700,000  increase 
in  the  limitation  of  Savannah  solely  for  the  purpose  of  installing  the 
stabilizers  ? 

Mr.  Moore.  Yes,  it  is,  Senator  Smith. 

Senator  Smith.  And  you  need  the  money  before  the  launching  ? 

Mr.  Moore.  Me  have  leadtime  here.  They  have  to  be  designed  and 
made.  I would  say,  yes,  we  need  the  money  now. 

Senator  Smith.  My  question  is  now  about  the  urgency.  If  you  do 
not  need  it  immediately,  why  do  you  ask  for  it  in  the  supplemental 
biH? 

Admiral  Ford.  The  nearer  we  approach  the  completion  of  the  ship, 
the  more  extensive  the  alterations  in  order  to  install  the  stabilizers. 
Installation  will  be  far  more  difficult  and  expensive  after  the  fuel 
elements  are  installed  in  the  reactor.  So  it  is  desirable  to  do  it  as 
soon  as  we  can  because  it  would  cost  us  less  money  than  if  we  do  it 
later  on. 

Senator  Holland.  What  part  of  your  ship  construction  funds 
would  be  utilized  to  provide  the  $700,000  for  providing  the  stabilizers  ? 

Mr.  Xielson.  The  amount  that  is  included  in  here  raises  the  limi- 
tation. of  course,  from  the  $18  million  to  $18.7  million. 

Senator  Holland.  I understand  that,  but  the  question  I am  getting 
at  is  this:  Are  you  going  to  be  coming  back  again  for  additional 
funds  for  ship  construction  because  of  our  giving  you  funds  at  this 
time  for  the  specific  purpose  of  constructing  available  stabilizers  ? 

CARRYOVER  FUNDS 

Admiral  Ford.  Xo,  sir;  we  have  some  carryover  funds  in  our  1958 
budget  which  will  carry  over  into  next  year  in  our  overall  ship  con- 
struction program. 

Senator  Holland.  Do  I understand  that  if  we  raise  the  limitation 
at  this  time  as  requested  that  there  will  be  no  further  request  for  con- 
struction or  equipment  funds  in  connection  with  the  nuclear  ship 
Savannah ? 

Admiral  Ford.  There  will  be  no  further  request  for  supplemental 
funds. 
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Senator  Holland.  Will  the  installation  of  the  stabilizers  cost  more 
in  the  event  that  this  action  is  taken  at  this  time  than  they  would  have 
cost  if  they  had  been  retained  in  your  original  plans? 

Admiral  Ford.  There  will  be  a slight  increase  in  cost  due  to  the 
escalation  but,  as  I stated  before,  we  have  planned  on  their  installa- 
tion and  therefore,  the  cost  will  be  very  small. 

Senator  Holland.  Do  you  mean  the  added  costs? 

Admiral  Ford.  Yes,  sir;  the  added  cost. 

Senator  Holland.  And  all  the  cost  as  of  the  present  time  is  in- 
cluded in  this  increase  in  the  limitation? 

Admiral  Ford.  Yes,  sir. 

Operating-Differential  Subsidies 

PROPOSED  AMENDMENT 

Senator  Holland.  The  next  item  for  consideration  is  operating 
differential  subsidies.  The  supplemental  budget  estimate  was  $10 
million;  the  House  bill  provides  $5  million,  a reduction  of  $5  million 
in  the  estimate.  The  regular  bill  for  1959  provided  $120  million  for 
this  purpose. 

At  this  point  there  will  be  placed  in  the  record  your  proposed 
amendment  of  the  House  bill  and  your  justifications  in  support  of  this 
item. 

(The  information  referred  to  follows :) 

MARITIME  ACTIVITIES 
Operating-Differential  Subsidies 
(House  hearings,  pp.  382-401) 


Page  7,  line  8,  of  H.R.  5916 : 

1958  appropriation $35,  000,  000 

1958  reappropriation 65,  000,  000 

1959  appropriation 120,  000,  000 

1959  supplemental 10,  000,  000 

House  allowance 5,  000,  000 

House  reduction  from  budget  request 5,  000,  000 

Restoration  requested 5, 000,  000 


amendment  requested 

Page  7,  line  10,  delete  “$5,000,000”  and  insert  “$10,000,000”. 

HOUSE  REPORT 

“The  bill  provides  $5  million  for  operating-differential  subsidies.  This  is  a 
reduction  of  $5  million  in  the  budget  estimate.  This  will  make  $60,500,000 
available  for  subsidy  payments  in  the  last  6 months  of  this  fiscal  year,  including 
final  payments  on  some  for  the  calendar  years  1953  to  1955.” 

JUSTIFICATION 

Restoration  of  the  full  amount  of  the  House  reduction  is  required  to  permit 
payment  of  operating  subsidy  bills  as  presented. 

The  additional  funds  are  required  primarily  for  the  following  reasons : 

Operating-differential  subsidies,  paid  under  authority  of  title  VI  of  the  Mer- 
chant Marine  Act,  1936,  as  amended,  are  designed  to  place  the  operators  of 
American-flag  ships  in  an  equitable  position,  as  to  certain  operating  costs,  with 
the  foreign-flag  ship  operators  with  which  they  compete.  Since  cargo  rates  of 
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American  operators,  the  source  of  income,  must  be  competitive  with  those  of  for- 
eign operators  which  have  much  lower  costs  of  operation,  the  American  opera- 
tors could  not  continue  to  maintain  scheduled  services  without  a means  of  off- 
setting the  considerably  higher  costs.  The  Government  pays  the  difference  be- 
tween the  costs  of  operating  the  subsidized  American-flag  ships  and  comparable 
foreign-flag  ships,  operating  over  the  same  essential  trade  routes,  on  five  major 
elements  of  ship  operating  cost:  Wages  (officers  and  crew),  subsistence  (officers 
and  crew),  maintenance  and  repair,  voyage  stores,  and  insurance.  In  return 
for  this  payment,  the  operators  agree,  among  other  things,  to  maintain  regularly 
scheduled  services  over  the  specified  routes  and  to  provide  for  the  replacement 
of  obsolete  vessels  by  vessels  suitable  to  conversion  as  naval  auxiliaries  or 
otherwise  useful  to  the  United  States  in  times  of  emergency. 

The  requested  supplemental  of  $10  million  represents  an  additional  amount 
currently  required  over  and  above  cash  on  hand  on  December  31,  1958,  to  meet 
the  obligations  of  the  Government  for  payments  due  to  the  subsidized  operators 
under  the  provisions  of  long-term  subsidy  contracts.  The  requested  funds  will 
make  $65.5  million  available  for  the  last  half  of  fiscal  year  1959. 

The  following  schedule  reflects  the  fiscal  status  of  the  program  as  of  March 
20,1959: 

Estimated  fund  requirements  1959  fiscal  year 


Current 

billings 

Prior  year 
billings 

Total 

expended 

Balance 

ppfnprint.inn  1959  fiscal  year  _ _ .. 

$120, 000, 000 
360, 887 

Balance  carried  forward  _ . 

Available,  1959  fiscal  year ..  - - ----  - .. 

120,  360, 887 

July  through  September  (2d  quarter  1958  current  year 
billings)  - - ----  - - ______ 

$26, 439, 373 
26, 904,  577 
28, 454, 801 

$3, 735, 317 
7, 703, 193 
3, 561, 662 

$30, 174, 690 
34, 607, 770 
32,016, 463 

October  through  December  (3d  quarter  1958  current 
ypar  billings)  - 

January  through  March  20  (4th  quarter  1958  current 
ye^r  billinp’sl  - 

96, 798, 923 

"Rolan op,  Mar.  20,  1959-  _ 

23, 561, 964 

Estimated: 

Vouchers  on  hand-.  - - - 

3, 687,  584 

April  through  June  (1st  quarter  1959  current  year 
billings)  -.  - --  - - 

28, 500, 000 

Vouchers  to  be  submitted- . - 

2, 973, 965 

35, 161,  549 

Deficit -.  --  - --  --  - - 

-11,599,  585 

Supplemental  estimate  requested - - 

10, 000, 000 
5, 000, 000 

House  allowance - - - 

5, 000, 000 

Restoration  requested - _ --  - ------- 

6,  599, 585 
5, 000,  000 

Estimated  lag  in  submission  of  billings.-  

1,  599,  585 

It  can  be  seen  from  the  above  schedule  that  the  total  of  $32.2  million  is  re- 
quired to  pay  only  the  vouchers  on  hand  and  regular  quarterly  billings  expected 
in  the  fourth  quarter.  This  is  $8.6  million  in  excess  of  the  amount  available  at 
the  present  time  and  $3.6  million  more  than  will  be  available  if  the  House  allow- 
ance of  $5  million  is  approved.  Vouchers  covering  payments  due  from  prior 
years  in  the  amount  of  $2,974,000  are  known  to  be  in  preparation  for  submission 
prior  to  the  end  of  the  current  fiscal  year. 

All  of  these  amounts  are  due  and  payable  as  firm  obligations  of  the  Govern- 
ment. A special  effort  has  been  made  during  the  past  year  to  complete  the  audits 
of  prior  year  accounts  in  order  to  liquidate  these  long  overdue  obligations.  Res- 
toration of  the  full  amount  is  requested  to  permit  these  payments. 
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DEPARTMENT  OF  COMMERCE 
Maritime  Administration 
(H.  Doc.  58) 

Operating -differential  subsidies 


Appropriation  to  date $120,000,000 

Obligations  to  Dec.  31,  1958 64,782,460 

Expenditures  to  Dec.  31,  1958 64,782,460 

Budget  estimate  next  fiscal  year 130,000,000 

Request 10,000,000 


PURPOSE  AND  NEED  FOR  TIIE  SUPPLEMENTAL  FUNDS 

Operating-differential  subsidies,  paid  under  authority  of  title  VI  of  the  Mer- 
chant Marine  Act,  1936,  as  amended,  are  designed  to  place  the  operators  of 
Ainerican-tlag  ships  in  an  equitable  position,  as  to  certain  operating  costs,  with 
the  foreign-flag  ship  operators  with  which  they  compete.  Since  cargo  rates  of 
American  operators,  the  source  of  income,  must  be  competitive  with  those  of 
foreign  operators  which  have  much  lower  costs  of  operation,  the  American  opera- 
tors could  not  continue  to  maintain  scheduled  services  without  a means  of  off- 
setting the  considerably  higher  costs.  The  Government  pays  the  difference  be- 
tween the  costs  of  operating  the  subsidized  American-flag  ships  and  comparable 
foreign-flag  ships,  operating  over  the  same  essential  trade  routes,  on  five  major 
elements  of  ship  operating  cost:  Wages  (officers  and  crew),  subsistence  (officers 
and  crew ) , maintenance  and  repair,  voyage  stores,  and  insurance.  In  return  for 
this  payment,  the  operators  agree,  among  other  things,  to  maintain  regularly 
scheduled  services  over  the  specified  routes  and  to  provide  for  the  replacement 
of  obsolete  vessels  by  vessels  suitable  to  conversion  as  naval  auxiliaries  or  other- 
wise useful  to  the  United  States  in  times  of  emergency. 

The  requested  supplemental  of  $10  million  represents  an  additional  amount 
currently  required  over  and  above  cash  on  hand  on  December  31,  1958,  to  meet 
the  obligations  of  the  Government  for  payments  due  the  subsidized  operators 
under  the  provisions  of  long-term  subsidy  contracts. 

The  requested  funds  will  make  $65.5  million  available  for  the  last  half  of  fiscal 
year  1959.  These  funds  are  required  to  meet  obligations  of  approximately  $11.9 
million  for  final  10  percent  payments  through  calendar  year  1953  and  to  some 
operators  for  calendar  years  1954  and  1955 ; and  $52.8  million  for  the  current 
payments  for'  the  last  quarter  of  calendar  year  1958  (October-December)  and  the 
first  quarter  of  calendar  year  1959  ( January-March) . 

The  need  for  the  additional  funds  arises  primarily  from  the  following : 

1.  Every  effort  is  being  made  to  liquidate  the  backlog  of  final  payments  from 
prior  years.  The  audit  of  final  accountings  for  prior  years  is  progressing  most 
satisfactorily.  In  several  cases  final  payments  through  calendar  year  1955 
have  been  made.  Only  two  operators  have  not  submitted  vouchers  for  calendar 
years  1948-53 ; however,  indications  are  that  final  payments  for  these  operators 
will  be  made  during  the  current  fiscal  year.  Final  payments  to  date  through 
calendar  year  1955  have  been  made  to  three  operators,  and  through  calendar 
year  1954  to  two  operators. 

2.  Present  trends  in  current  quarterly  payments  indicate  that  profits  for 
calendar  years  1957  and  1958  are  slightly  less  than  the  1956  actuals  (which 
was  used  as  a basis  for  subsequent  year  estimates  at  the  time  the  1959  esti- 
mate was  prepared),  thus  resulting  in  a reduction  in  recapture  and  an  increase 
in  subsidy  payable.  In  addition  it  appears  that  rising  costs  to  the  operators 
on  subsidizable  items  of  expense  have  created  higher  subsidy  accruals  than  the 
actual  1956  costs  used  in  preparing  the  budget  estimate. 

As  a result,  payments  for  the  1959  fiscal  year  are  approximately  $10  million 
above  the  amount  estimated  in  the  budget. 

JUSTIFICATION 

Quarterly  payments  to  operators  are  made  on  a cumulative  basis.  The  esti- 
mated subsidy  accrual  is  determined  by  multiplying  the  domestic  cost  of  sub- 
sidizable items  of  expense  for  each  operator  by  the  subsidy  rates  for  each  item 
approved  by  the  Federal  Maritime  Board  for  each  calendar  year.  The  result 
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(subsidy  accrual)  represents  the  Government’s  maximum  liability.  The  esti- 
mated accrual,  however,  is  subject  to  change  as  later  rates  are  approved  by 
the  Board.  For  example,  if  the  latest  rate  approved  for  a particular  item  for 
a specific  operator  is  a 1956  rate,  this  rate  is  used  as  a basis  for  making  pay- 
ments against  calendar  years  1957  and  1958,  or  until  such  time  as  rates  appli- 
cable to  these  years  are  established.  When  such  rates  are  established,  an 
adjustment  is  effected  in  subsequent  quarters  to  give  effect  to  whatever  in- 
creases or  decreases  are  reflected  in  the  later  rates.  The  latest  rates  upon 
which  most  payments  will  be  made  during  the  remainder  of  fiscal  year  1959 
will  be  1955  and  1956  rates. 

The  amount  of  subsidy  payable  is  deteremined  by  deducting  from'  the  subsidy 
accrual  the  estimated  Government’s  share  of  the  recapturable  profits  on  a 
cumulative  basis — that  is  50  percent  of  cumulative  profits  in  excess  of  10 
percent  of  the  operators’  capital  investment.  This  estimated  amount  is  with- 
held from  payment. 

In  making  payments  to  the  operators  it  is  current  policy  to  pay  up  to  75  per- 
cent of  the  estimated  subsidy  accrual  or  90  percent  of  the  estimated  payable, 
whichever  is  the  lesser.  In  those  cases  where  the  initial  advance  payment  is 
for  75  percent  of  the  subsidy  accrual,  an  additional  advance  payment  of  15 
percent  is  made  as  soon  as  the  expense  items  subject  to  subsidy  have  been 
audited  providing  a final  rate  has  been  established  for  the  year  for  which  the 
payment  is  being  made. 

The  calculation  of  subsidy  rates  for  freighter  services  is  on  a fairly  current 
basis.  In  general  the  following  rates  for  freighter  services  are  approved  for 
payment  of  subsidy : 

Calendar  year  1956,  wage  rates,  all  operators. 

Calendar  year  1956,  subsistence  rates,  all  operators. 

Calendar  year  1956,  maintenance  and  repair,  all  operators. 

Calendar  year  1955,  stores,  supplies,  and  expendable  equipment,  all  operators.1 

Calendar  year  1956,  hull  and  machinery  insurance,  all  operators. 

Calendar  year  1956,  protection  and  indemnity  insurance,  all  operators. 

The  final  10  percent  for  any  calendar  year  is  not  made  until  all  rates  for 
subsidizable  items  have  been  approved  for  the  respective  calendar  year  and  final 
audits  have  been  made  of  the  operators’  accounts  for  the  year. 

In  arriving  at  total  cash  requirements  for  the  balance  of  fiscal  year  1959.. 
the  following  indicates  the  amount  presently  available  and  amounts  required 
to  cover  estimated  billings  : 

Cash  available  July  1,  1958 $120,  360,  887 

Expenditures  through  Dec.  31, 1958  : 

Vouchers  for  periods  prior  to  calendar  year 

year  1958 $12,  098,  524 

Vouchers  for  2d  quarter  calendar  year  1958 

(April- June) 26,439,373 

Vouchers  for  3d  quarter  calendar  year  1958 

( July-September) 26,  244,  563 

64,  782,  460 


Balance  available  Dec.  31,  1958 55,  578  ,427 

Unpaid  vouchers  on  hand  December  31,  1958 : Vouchers  for  peri- 
ods prior  to  calendar  year  1958 2,  408,  476 


Unobligated  balance  Dec.  31,  1958 53, 169,  951 

Vouchers  to  be  submitted  for  payment,  fiscal  year  1959 : 

Final  10-percent  payments,  calendar  years 

1948-53 $7,  369,  951 

Payments  up  to  90  percent,  calendar  year  1956 3,  000,  000 

Fourth  quarter,  calendar  year  1958  (Octoher- 

December) 26,  400,  000 

First  quarter,  calendar  year  1959  (January- 

March) 26,  400,  000 

63, 169,  951 


Total  request. 


10,  000,  000 


1 Final  rates  approved;  effective  Jan.  1,  1956,  the  FMB  determined  that  this  item  was 
no  longer  to  he  considered  as  a subsidizable  item  of  expense. 


42 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 


N<>  i>n  vision  is  made  in  this  estimate  nor  is  cash  requested  for  the  following: 

1.  Payment  of  any  subsidy  earned  subsequent  to  March  31,  1959.  These 
voucher?  would  not  be  submitted  until  after  the  beginning  of  fiscal  year  1960. 

2.  The  making  of  10  percent  final  payments  (100  percent  of  subsidy  pay- 
able) to  the  various  operators  for  any  calendar  year  subsequent  to  1954,  al- 
though  in  some  instances  such  payments  have  been  made  through  1955. 


OVERDUE  OBLIGATIONS 


Senator  I Tolland.  Your  restoration  request,  page  5,  refers  to  “these 
]o  ig  overdue  obligations.”  This  committee  has  been  endeavoring  for 
y(  irs,  as  you  know,  to  bring  to  a current  basis  this  particular  function 
of  your  agency.  What  has  been  the  reason  for  this  situation  now 
d(  bribed  by  the  use  of  the  words  “these  long  overdue  obligations” 
si  ice  it  is  obviously  not  due  to  the  failure  of  the  Congress  to  provide 
the  amounts  you  have  requested  for  this  purpose? 

Admiral  Ford.  As  you  know,  Mr.  Chairman,  there  was  a great 
backlog  of  payments  "dating  back  to  the  calendar  year  1947,  at  the 
beginning  of  the  current  fiscal  year  due  to  a backlog  of  auditing. 

During  the  current  fiscal  year  we  have  completely  liquidated 
amounts  due  for  the  calendar  year  1947  and  1948  and  in  addition  have 
m ido  final  payments  through  calendar  year  1952  for  all  except  two 
operators.  Settlement  has  been  made  for  that  part  of  the  subsidy 
contract  covering  passenger  ships  of  one  of  these  remaining  companies. 

Vouchers  are  in  process  of  preparation  by  both  of  these  companies 
at  the  present  time  for  complete  liquidation  of  several  years  of  their 
payments.  Final  payments  have  been  made  for  about  half  of  the 
operators  for  calendar  year  1953  and  for  some  operators  for  both 
1954  and  1955.  By  the  end  of  fiscal  year  1960  we  will  make  final 
payments  for  all  operators  through  calendar  year  1955. 

Tills  will  leave  the  final  10  percent  payments  to  be  made  on  calendar 
years  1956  through  1958,  with  the  normal  withholding  pending  audit 
lor  calendar  year  1959. 

Due  to  the  normal  time  lag  in  submission  of  final  accountings  and 
completion  of  audits  we  would  be  able  under  optimum  circumstances 
to  complete  final  payments  only  through  1957  by  the  end  of  fiscal  year 
1960. 


We  will,  therefore,  be  about  2 years  behind  in  the  liquidation  of 
final  payments. 


SUMMARY  STATEMENT 


Senator  Holland.  Will  you  provide  for  the  record  a summary  state- 
ment showing  your  balance  on  hand  at  the  beginning  of  this  fiscal 
year  1959,  the  appropriation  for  1959,  expenditures  out  of  this  fund 
month  by  month  through  the  most  recent  month  available  and  the 
unexpended  balance  for  the  remainder  of  the  year  ? 

Admiral  Ford.  Yes,  sir. 

Senator  Holland.  What  is  the  last  month  for  which  you  can  make 
a complete  sho  wing  in  the  record  ? 

Admiral  Ford.  March. 

Senator  Holland.  March  1959  ? 

Admiral  Ford.  Yes,  sir. 
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(The  information  referred  to  follows :) 


Unobligated  balance  available  from  prior  year $360,  887 

Appropriation,  fiscal  year  1959 120,  000,  000 


Total  funds  available 120,  360,  887 

Expenditures : 

July 1- $7, 134,  715 

August 22,417,500 

September 622,  475 

October 11,  584,  401 

November 18,277,406 

December 4,  745,  963 

January 5,  888,  226 

February 24,  020,  881 

March 4,  694, 130 


Total  expenditures 99,  385,  697 


Balance 20,  975, 190 


LETTER  FROM  AMERICAN  STEAMSHIP  LINES 

Senator  Holland.  The  Committee  of  American  Steamship  Lines 
has  asked  that  there  be  included  in  the  record  at  this  point  a letter 
dated  April  6,  1959,  to  the  chairman  of  the  Senate  Appropriations 
Committee,  Senator  Hayden,  signed  by  Alexander  Purdon,  executive 
director  of  the  Committee  on  American  Steamship  Lines  bearing  on 
this  particular  question. 

Chairman  Hayden.  Without  objection  it  may  be  placed  in  the  record 
at  this  point. 

(The  letter  referred  to  follows :) 

Committee  of  American  Steamship  Lines, 

Washington,  D.C.,  April  16, 1959. 
Subject : H.R.  5916,  supplemental  appropriations  for  1959. 

Hon.  Carl  Hayden, 

Chairman,  Senate  Appropriations  Committee, 

Washington,  D.C. 

Dear  Senator  Hayden  : The  Committee  of  American  Steamship  Lines,  whose 
membership  is  comprised  of  14  steamship  companies  holding  operating-differen- 
tial subsidy  agreements  with  the  Maritime  Administration,  requests  your  fa- 
vorable consideration  of  the  additional  $10  million  requested  in  the  second  sup- 
plemental appropriations  bill  for  1959  for  operating-differential  subsidy. 

The  amount  originally  appropriated  for  fiscal  1959  was  $120  million.  Obli- 
gations and  expenditures  up  to  December  31,  1958,  amount  to  $64.8  million.  The 
requested  supplemental  appropriation  would  make  a total  of  $65.5  million  avail- 
able for  the  last  half  of  fiscal  year  1959. 

The  funds  requested  will  make  it  possible  for  the  Maritime  Administration 
to  meet  current  payments  and  to  make  some  final  10  percent  payments  on  com- 
pletion of  their  audits  of  final  accounting.  The  Maritime  Administration  is  mak- 
ing considerable  progress  in  liquidating  the  backlog  in  final  payments  for  prior 
years.  It  is  obviously  in  the  best  interest  of  both  the  Government  and  the  op- 
erators that  payments  for  operating-differential  subsidy  agreements  be  made  as 
current  as  possible  and  the  Maritime  Administration  should  be  encouraged  to 
expedite  its  audit  accounting  and  to  liquidate  the  backlog  of  final  payments. 

There  is  no  economy  in  delaying  payments  of  operating-differential  subsidy 
since  it  is  well  established  that  these  are  obligations  of  the  Government.  Your 
committee  has  said  in  a prior  report  that  “The  payment  of  subsidies  which  have 
been  earned  is  an  obligation  of  the  Government  to  contractors  who  operate  ship- 
ping under  terms  provided  by  the  Merchant  Marine  Act  of  1936,  as  amended.” 

As  we  have  pointed  out  in  the  past,  delays  in  finalizing  payments  of  operating- 
differential  subsidy  may  necessitate  borrowings  by  the  companies  which  can  be 
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• i '..hied  by  making  appropriations  for  amounts  estimated  to  be  due  and  payable. 
WV  riMLrht  add  that  to  the  extent  Maritime  is  encouraged  to  keep  its  audits  and 
payments  on  a current  basis  the  Appropriations  Committee  will  be  enabled  to 
have  a dearer  current  picture  of  the  trend  of  operating-differential  subsidy. 

For  these  reasons,  we  respectfully  request  that  your  committee  favorably 
consider  tin*  requested  supplemental  appropriation  of  $10  million  for  fiscal  1959. 
We  would  appreciate  your  including  this  letter  in  the  official  record.  I would 
l>o  pleased  to  supplement  this  statement  orally  before  the  committee  if  your 
schedule  i>ermits. 

Very  truly  yours, 

Alexander  Purdon,  Executive  Director. 

HARDSHIP  ON  SHIPPING  LINES 

Senator  Holland.  I am  personally  disappointed  that  progress 
lias  not  been  more  rapid  because  it  seems  to  me  that  to  be  7 years 
behind  on  some  of  these  accounts  is  not  only  a poor  situation  in  the 
meeting  of  our  obligations  but  must  entail  a very  heavy  hardship  on 
the  shipping  lines  that  are  placed  in  that  position. 

I am  sure  the  full  committee  would  want  to  request  that  this  matter 
l>e  expedited  in  every  possible  way  to  bring  these  accounts  up  to  a 
more  current  basis. 

Chairman  Hayden.  We  can  urge  that  that  be  done. 

STATE  MARINE  SCHOOLS 

Senator  Holland.  The  next  two  items  I understand  you  have  not 
appealed  but  I think  should  be  in  the  record. 

With  respect  to  the  State  marine  schools,  the  House  bill  provides 
$35,000,  the  amount  of  the  budget  estimate.  At  this  point  there  will 
be  placed  in  the  record  the  extract  from  the  House  report  and  your 
justification  in  support  of  this  item. 

( The  material  referred  to  follows :) 

House  Report 

“The  budget  estimate  of  $35,000  is  approved  for  State  marine  schools  to  pur- 
chase and  install  ballast  for  the  Maine  Maritime  Academy  training  ship.  Thi& 
is  required  to  meet  Coast  Guard  safety  requirements.” 

DEPARTMENT  OF  COMMERCE 
Maritime  Administration 
(H.  Doc.  58) 

State  marine  schools 


Appropriation  to  date $660,  000 

Obligations  to  Dec.  31,  1958 344,  468 

Expenditures  to  Dec.  31,  1958 246,  257 

Budget  estimate  next  fiscal  year 1, 110,000 

ROQUGSt  * 

Additional  funds 35,  000 

Transfer  between  limitations 2,  500 


Total 37,  500 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  purpose  of  this  supplemental  request  is  to  cover  the  cost  of  purchase  and 
installation  of  400  tons  of  permanent  ballast  aboard  the  SS  State  of  Maine  (Ex. 
H.S.  Comfort),  cadet  training  vessel. 


SECOND  SUPPLEMENTAL  APPR0PRL4TI0N  BILL,  195  9 


45 


For  several  years  the  appropriation  for  State  marine  schools  has  provided 
only  $149,800  for  the  maintenance  and  repair  of  the  four  training  vessels  on  loan 
to  "the  States.  Since  the  language  stipulates  this  amount  as  a ceiling,  each 
school  must  perform  the  annual  drydocking  and  repairs  for  no  more  than 
$37,450,  regardless  of  the  condition  of  the  vessel  and  the  extent  to  which  repairs 
must  he  made  in  order  to  place  the  vessel  in  class.  This  amount  is  no  more 
than  adequate  for  normal  voyage  repair  and  it  is  impossible  to  cover  the  cost  of 
this  unusual  requirement  within  the  limitation. 

JUSTIFICATION 

The  requested  funds  are  necessary  to  comply  with  the  revised  temporary 
stability  letter  issued  by  the  U.S.  Coast  Guard  valid  only  for  the  1958-59  winter 
season.  The  Coast  Guard,  in  a letter  of  December  3,  1958,  stated  that  at  the 
end  of  this  period  “a  minimum  of  400  long  tons  of  additional  solid  ballast  at  a 
vertical  center  of  gravity  of  not  higher  than  5.4  feet  above  the  vessel’s  molded 
baseline  is  required  to  be  installed  to  provide  the  flexibility  in  liquid  loading 
deemed  necessary  to  efficient  operation  of  the  vessel.”  It  is  further  stated  that 
additional  ballast  may1  be  necessary  to  offset  the  vessel’s  apparent  limited 
evaporator  capacity  for  fresh  water  ballast  production,  particularly  if  the  vessel 
is  to  engage  in  transatlantic  voyages.  The  final  amount  of  ballast  is  to  be 
agreed  upon  at  which  time  the  commandant  of  the  ship  will  be  advised.  When 
the  required  solid  ballast  has  been  installed,  a revised  permanent  stability  let- 
ter for  the  vessel  will  be  issued. 

In  view  of  this  action  it  is  deemed  essent  ial  that  the  funds  herein  requested 
be  provided  in  order  that  the  school  ship  may  be  available  to  carry  forward  the 
required  academic  training. 

The  estimate  of  $37,500  has  been  developed  on  the  following  basis : 


500  tons  of  solid  balast $18,  750 

Fabrication  of  frames  to  contain  ballast 8,  750 

Installation  of  ballast  aboard  vessel 10,  000 


Total  estimate 37,  500 


It  is  proposed  to  place  500  tons  of  solid  balast  aboard  the  vessel  instead  of 
the  400  tons  minimum  Coast  Guard  requirement.  The  additional  ballast  would 
thus  eliminate  the  restriction  against  trans-Atlantic  voyages  in  which  the 
vessel  may  participate. 

There  are  223  cadets  enrolled  in  this  school  and  it  is  essential  that  every 
safety  precaution  possible  be  taken  to  assure  that  not  only  do  the  cadets  re- 
ceive the  best  training  possible,  but  that  it  be  done  under  ideal  conditions.  The 
criticism  which  might  result  from  not  taking  minimum  action  as  required  by 
the  Coast  Guard  to  comply  with  regulations  to  place  the  ship  in  proper  class 
makes  this  a matter  which  cannot  be  deferred.  In  view  of  the  limited  funds 
available  for  normal  maintenance  and  repair,  it  is  of  paramount  importance  that 
the  requested  funds  be  provided  to  cover  this  deficiency. 

Of  the  total  requirement,  $2,500  will  be  made  available  by  transfer  of  savings 
in  uniforms,  textbooks,  and  subsistence  allowances  to  the  vessel  repair  limita- 
tion. 

SALARIES  AND  EXPENSES 

Senator  Holland.  The  next  item  for  consideration  is  a request  in 
the  amount  of  $805,500  for  salaries  and  expenses,  maritime  activities. 
The  amount  requested  consisted  of  $770,500  for  increased  pay  costs, 
and  $35,000  to  repair  hurricane  damage  to  buildings  at  the  Wilming- 
ton. N.C.,  shipyard. 

The  House  bill  provides  $723,450  for  increased  pay  costs  and  $30,- 
000  for  the.  hurricane  damage  repair.  In  view  of  the  transfer  pro- 
vision provided  in  the  House  bill,  it  is  noted  you  are  not  appealing 
either  reduction  since  you  propose  to  provide  by  transfer,  practically 
all  of  the  House  reduction  in  the  increased  pay  cost  item. 

At  this  point  there  will  be  placed  in  the  record  your  justifications 
in  support  of  this  item,  and  an  abstract  from  the  House  report  re- 
lating to  it. 
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(The  material  referred  to  follows:) 

MARITIME  ADMINISTRATION 
(H.  Doc.  No.  58) 

Salaries  and  expenses 


Appropriation  to  date $14,525,000 

Obligations  to  Dec.  31,  1958 7,  606,  977 

Expenditures  to  Dec.  31, 1958 7, 163,  510 

Budget  estimate  next  fiscal  year 14,  070?,  000 

Request 805,  000 

Employment : 

Average  number  current  appropriation 2,  055 

Number  involved  this  estimate 

Actual  employment  Dec.  31,  1958 2,  075 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

1.  To  cover  the  cost  of  pay  increases  granted  by  Public  Law  85-462,  Federal 
Employees’  Salary  Increase  Act  of  1958,  $770,500. 

2.  To  cover  cost  of  repair  of  hurricane  damage  to  buildings  at  the  Wilming- 
ton shipyard,  $35,000. 

1.  Pay  increases  granted  by  Public  Law  85-Jf62,  $770,500 

Analysis  of  additional  costs  attributable  to  Public  Law  85-482  indicate  a gross 
cost  of  $805,500,  the  amount  shown  in  the  1959  column  of  the  1960  budget  estimate 
as  the  supplemental  requirement  for  1959.  However,  since  preparation  of  that 
document,  savings  have  developed  in  the  other  objects  costs  of  the  reserve  fleet 
program  which  have  resulted  in  reducing  additional  appropriation  requirements 
for  pay  raise  costs  by  $35,000. 

There  is  no  possibility  of  absorbing  any  part  of  this  supplemental  without 
making  substantial  reductions  in  employment  above  that  already  planned. 

During  the  year,  this  appropriation  has  had  to  absorb  $25,000  in  salary  in- 
creases granted  scientific  and  engineering  personnel,  and  $135,000  in  salary  in- 
creases granted  the  Wage  Board  personnel.  The  estimated  requirement  gives 
full  effect  to  reductions  being  made  during  the  latter  half  of  this  fiscal  year  in 
the  maintenance  of  shipyards,  warehouses,  training  station,  and  reserve  fleet 
programs  in  order  to  bring  these  programs  down  to  the  reduced  level  planned 
for  fiscal  year  1960. 

The  following  table  indicates  the  distribution  of  the  additional  funds  be- 
tween the  three  limitations  within  the  appropriation  : 


Activity 

Increase 
in  01  and 
related 
costs 

Net 

amount  for 
payment 
to  other 
appropri- 
tions 

Net 

absorption 

Additional 

appropri- 

ation 

required 

Change 
increase  (-f) 
or  de- 
crease (— ) 
from  1960 
budget 

Administrative  expenses 

$656,  500 

57. 000 

91. 000 

$1, 000 

$657,  500 

57, 000 
56,  000 

Shipyards,  warehouses,  and  training  sta- 
tions   _ 

Reserve  fleet  expenses- _ ..  

Total  salaries  and  expenses 

$35, 000 

— $35, 000 

804,  500 

1,000 

35, 000 

770,  500 

-35, 000 

2.  Hurricane  damage  repairs,  $35,000 

Hurricane  Helene,  on  September  27,  1958,  caused  considerable  damage  to  the 
roofs  of  buildings  at  the  Wilmington,  N.C.,  shipyard.  Approximately  100,000 
square  feet  of  roofing  on  five  buildings  must  be  either  totally  replaced  or  exten- 
sively repaired.  In  addition,  less  extensive  roof  repairs  and  patching  must  be 
done  on  several  additional  buildings. 

Consideration  is  now  being  given  to  declaration  to  the  GSA  of  the  four  reserve 
shipyards  as  surplus.  However,  if  such  a decision  is  reached,  Maritime  will  con- 
tinue to  have  responsibility  for  the  maintenance  and  protection  of  the  properties 
for  a period  up  to  1 year  from  the  date  of  the  declaration.  In  view  of  the  fore- 
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going,  the  repairs  should  be  made  as  soon  as  possible  to  prevent  further  damage 
to  the  buildings  and  structures  and  to  provide  protection  from  the  elements  of 
costly  machinery  and  materials  stored  in  some  of  the  buildings. 

HOUSE  REPORT 

“The  committee  has  approved  $723,450  for  salaries  and  expenses  related  to 
maritime  activities  which  includes  $693,450  for  pay  increase  costs  and  $30,000 
for  hurricane  damage  repairs  at  the  Wilmington,  N.C.,  shipyard.” 

Senator  Holland.  As  I understand  it,  your  statements  already  made 
with  respect  to  the  pay  cost  items  also  apply  to  this  particular  item. 

Mr.  Moore.  That  is  correct. 

Senator  Holland.  And  you  are  not  asking  for  any  restoration  in 
connection  with  these  items  individually  ? 

Mr.  Moore.  That  is  correct. 

Senator  Holland.  I understand,  Mr.  Chairman,  that  that  com- 
pletes all  of  the  items  relative  to  the  Maritime  Administration.  I 
think  if  there  are  any  questions  from  any  members  of  the  committee, 
this  would  be  the  appropriate  time. 

Patent  Office 

SALARIES  AND  EXPENSES 

STATEMENTS  OF  GEORGE  T.  MOORE,  ASSISTANT  SECRETARY  FOR 

ADMINISTRATION;  OSCAR  H.  NIELSON,  DEPARTMENTAL  BUDGET 

OFFICER;  A.  W.  CROCKER,  FIRST  ASSISTANT  COMMISSIONER, 

PATENT  OFFICE;  D.  R.  ELLIS,  HEAD,  BUDGET  AND  FINANCE  DIVI- 
SION; AND  R.  L.  FRANZ,  HEAD,  BUDGET  BRANCH 

Restoration  Requested 

Senator  Holland.  The  next  item  for  consideration  is  a request  in 
the  amount  of  $1,835,000  for  salaries  and  expenses,  Patent  Office. 
This  includes  $1,520,000  for  increased  pay  costs  and  $315,000  to  cover 
increased  printing  costs. 

The  House  bill  provides  $1,651,500,  of  which  $1,368,000  is  for  in- 
creased pay  costs  and  $283,500  for  additional  printing  requirements,  a 
10  percent  decrease. 

Your  request  for  restoration  is  in  the  amount  of  $31,500  and  you 
are  not  appealing  the  increased  pay  cost  estimate  reduction  of  $152,000 
because  you  again  rely  on  making  this  amount  available  by  exercise  of 
the  transfer  authority  contained  in  the  House  bill. 

Mr.  Moore.  That  is  correct. 

Senator  Holland.  At  this  point  there  will  be  placed  in  the  record 
your  justification  in  support  of  this  item  and  your  requested  amend- 
ment to  the  House  bill. 
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( 'Hie  material  referred  to  follows:) 

PATENT  OFFICE 
Salaries  and  Expenses 
Supplemental  appropriation,  1959 


Appropriation  available  in  1959 $19,000,000 

Cumulative  obligations  to  Jan.  31,  1959 12,268,492 

Cumulative  expenditures  to  Jan.  31,  1959 12,  598,  556 

Budget  estimate  next  fiscal  year  (1960) 22,  000,  000 

Bequest 1,835,000 


Employment : 

Average  number  current  appropriation 2,  210 

Number  included  in  this  estimate  (average) 

Actual  employment,  Jan.  31,  1959 2,  200 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  APPROPRIATION 

1.  To  cover  the  cost  of  additional  printing  requirements  ($315,000)  attributable 
both  to  an  increase  in  Government  Printing  Office  rates  effective  in  July  1958, 
and  an  increase  in  the  number  of  patents  eventuating  for  issuance  during  1959. 
Consistent  with  usual  budgetary  policy,  the  amount  included  in  the  regular 
1959  budget  estimates  for  printing  was  based  upon  prices  prevailing  at  the 
time  the  budget  request  was  prepared.  In  addition  to  the  price  increases,  the 
experience  of  the  first  7 months  of  patent  issuances,  together  with  the  actual 
allowances  which  will  eventuate  into  issuances  chargeable  to  the  last  5 months 
of  fiscal  1959  indicate  that  the  total  number  of  patent  issues  will  be  approxi- 
mately 4,500  more  than  the  48,000  for  which  provision  was  made  in  the 
current  year  appropriation. 

2.  To  cover  the  cost  of  pay  increases  ($1,520,000)  granted  under  Public  Law 
85-462. 


1959 
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Additional  printing  requirements  ($315,000) 

By  letter  of  September  8,  1958,  the  Government  Printing  Office  announced  in- 
rr  in  rates  tor  printing  work  done  for  the  Patent  Office,  retroactively 

c!T;'<-i : v<>  with  printing  work  ordered  in  July  1958  and  thus  applicable  to  the 
on! i ro  fiscal  year  1959.  Increased  costs  for  the  current  fiscal  year  are  esti- 
in  i 1 1 ■!  to  l»e  880,000  for  the  volume  of  patent,  design,  and  trademark  issuances 
for  which  provision  was  made  in  the  current  year  appropriation  at  the  former 
prices.  The  effect  on  the  current  year  budget  is  summarized  as  follows: 


• 

Provided  for 
in  current 
year  appro- 
priation 

Percent  of 
increase  in 
rates 

Increased 
cost,  current 
year 

Official  Gazette 

$194, 000 

2, 160, 000 
8,  340 
44,  820 

3.11 

3. 37 
2.  52 
2.  81 

$6, 033. 

72, 792 
210 
1, 250 

Specifications: 

Patents.. 

Designs.  

Trademarks 

Total  (rounded) 

80,000 - 

Successful  applications  eventuate  into  patents  and  create  a liability  for  print- 
ing and  publishing  their  issuance  approximately  6 months  after  allowance. 
Statutory  time  limitations  apply  both  to  the  payment  of  final  fee  by  the  success- 
ful applicant  after  allowance,  and  to  the  issue  of  the  patent  by  the  Patent  Office 
after  payment  of  the  final  fee.  Hence,  the  incidence  of  issuance  after  allow- 
ance is  relatively  uncontrollable  by  the  Patent  Office.  Only  very  limited  lee- 
way exists  under  the  statute  for  deferral  of  issuance  by  the  Patent  Office  after 
the  final  fees  are  paid  by  the  applicant.  It  is  not  practicable  to  anticipate  de- 
ferral of  this  liability  to  1960,  since  such  action  would — 

(а)  create  undue  delay  in  the  issuance  and  publication  of  patents,  con- 
trary to  the  interests  of  both  the  patentees  and  the  public, 

(б)  create  risk  of  violating  the  law  requiring  the  issuance  of  patents 
within  prescribed  time  limitations, 

(c)  cause  costly  disruption  in  the  orderly  processing  of  patents  in  both 
the  Patent  Office,  and  the  Government  Printing  Office,  the  facilities  of  which 
would  need  to  be  overtaxed  early  in  fiscal  1960  to  handle  the  deferred 
volume  of  work  in  addition  to  anticipated  current  volume  of  work,  with 
resultant  probability  of  premium  cost  overtime,  whereas  a substantial  por- 
tion of  processing  capacity  would  be  idled  during  the  last  quarter  of  the 
current  fiscal  year,  and 

(d)  create  added  liability  for  fiscal  1960  not  presently  provided  for  in 
the  1960  budget. 

Considering  the  6-month  timelag  usually  experienced  between  allowance  of 
the  application  and  the  issuance  of  the  related  patent,  the  estimate  of  48,000 
issues  expressed  in  the  1959  budget,  in  relation  to  estimated  disposals  of  87,000 
applications,  had  been  based  upon  prior  year  experience,  which  showed  that 
approximately  55  percent  of  total  disposals  ultimately  resulted  in  issuance  of 
patents.  The  number  of  successful  applications  in  relation  to  total  applications 
disposed  of  has  been  somewhat  higher  than  originally  estimated,  with  the  result 
that  about  58  percent  of  related  disposals  are  eventuating  into  patents.  Also, 
total  disposals  for  the  period  affecting  the  issuances  for  fiscal  1959  have  been 
running  about  2.3  percent  higher  than  the  original  estimate. 

The  following  summary  establishes  the  probable  issue  of  an  estimated  52,500 
patents  for  which  the  printing  is  chargeable  to  current  year  funds : 

Actual  issuances,  first  7 months — 30,  000 

Estimated  issuances,  balance  of  fiscal  year 22,  500 


Probable  issues  chargeable  to  fiscal  1959  funds 52,  500 

Provided . from  1959  appropriation  ( without  regard  to  effect  of  recent 
price  increases) 48,  000 


Additional  issuances  not  provided  for. 


4,  500 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  195  9 


51 


The  estimated  issuance  of  22,500  patents  chargeable  to  the  last  5 months  of 
the  fiscal  year  is  based  on  actual  patent  application  allowances  of  22,569  for  the 
months  of  September  through  January.  This  estimate  is  consistent  with  the 
usual  6-month  timelag  experienced  between  allowance  of  the  application  and 
issuance  of  the  patent. 

At  an  average  printing  cost  of  $52.50  per  patent,  this  increased  volume  will 
require  an  estimated  sum  of  $235,000  in  addition  to  the  $80,000  which  covers 
price  increases  on  the  volume  of  printing  heretofore  estimated,  or  a total  of 
$315,000  for  printing. 

Pay  Act  costs  ($ 1,520,000 ) 

The  appropriation  of  $19  million  for  1959  provides  $14,980,000  for  personal 
services  and  related  allowances.  Increased  costs  attributable  to  Public  Law 
86-462  amount  to  10.15  percent,  producing  a total  Pay  Act  cost  of  $1,520,000. 

With  a supplemental  amount  of  $1,520,000,  the  combined  provision  for  per- 
sonal services  and  related  allowances  is  $16,500,000  for  the  fiscal  year,  permitting 
an  average  monthly  payroll  of  $1,375,000.  Obligations  for  personal  services  and 
related  allowances  through  January  1959  are  $9,474,414  averaging  approximately 
$1,392,500  per  month ; the  obligation  for  January  was  $1,386,800 : and  a further- 
lowered  monthly  rate  of  approximately  $1,350,500  must  be  contemplated  as  an 
average  for  the  remainder  of  the  current  fiscal  year. 

Without  regard  to  the  Pay  Act  costs,  the  Patent  Office  appropriation  for  fiscal 
1959  requires  that  employment  be  reduced  during  the  year  from  2,252  at  the 
beginning  to  an  estimated  2,165  at  the  end,  a decline  of  4 percent  throughout 
the  year.  Employment  on  January  31,  1959,  was  2,200.  Average  employment 
for  the  year  is  estimated  to  be  2.210,  or  2 percent  below  the  average  employment 
for  the  preceding  fiscal  year.  To  achieve  the  further  reduction  necessary  under 
the  current  year  appropriation  is  the  most  that  can  be  reasonably  accomplished 
without  involuntary  separations  and  disruptive  imbalance  of  staffing. 

Aside  from  being  in  contravention  of  section  9(&)  of  Public  Law  85^62,  a 
compulsory  reduction-in-force  for  the  purpose  of  obtaining  savings  to  meet 
■current  year  pay  act  costs  would  make  extremely  difficult  and  perhaps  unattain- 
able the  program  level  contemplated  in  the  1960  budget  recommendation  to  the 
■Congress,  which  seeks  to  advance  the  efforts  of  the  Office  to  overcome  the  backlog 
of  work  which  exists.  Recruitment  to  supply  the  necessary  manpower  for  the 
ensuing  year’s  program  would  be  severely  hindered  and  the  maldistribution  of 
workload  in  the  examining  areas  would  inevitably  result  in  lower  production  than 
will  otherwise  be  possible. 

Personal  services  and  related  allowances  for  employee  insurance  and  retire- 
ment comprise  approximately  80  percent  of  the  Patent  Office  budget.  Require- 
ments for  printing  and  publication  of  patent  and  trademark  material,  about 
16  percent  of  the  budget,  are  closely  alined  with  the  issuance  product  of  the 
Office’s  program,  and  involve  printing  and  publication  within  time  limitations 
established  by  statute.  Since  requirements  for  printing  exceed  the  amount 
already  appropriated,  supplemental  funds  are  being  requested  for  this  purpose, 
as  explained  above.  All  other  expenses  of  the  Office  for  fiscal  1959,  including 
absorption  of  $20,000  of  increased  costs  resulting  from  postal  rate  increases, 
comprise  about  4 percent  of  the  budget.  Provision  for  these  expenses  is  approxi- 
mately 11  percent  below  the  actual  obligations  incurred  during  the  preceding 
year  and  no  marginal  provision  exists  by  which  savings  could  be  realized  to 
absorb  any  of  the  pay  act  costs.  < 

PATENT  OFFICE 
Salaries  and  Expenses 

(House  hearings,  pp.  391-399) 

Page  8,  line  6.  of  H.R.  5916: 


1958  appropriation $19,  545,  000 

1959  appropriation 19,  000,  000 

1959  supplemental  estimate 1,  835,  000 

House  allowance 1,  651,  500 

House  reduction  from  estimate - 183,  500 

Restoration  requested 31,  500 
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AMENDMENT  REQUESTED 

Oil  page  S,  line  9.  strike  out  “$1,651,500”  and  insert  “$1,683,000”. 

HOUSE  REPORT 

“The  $1,651,500  recommended  in  the  bill  for  the  Patent  Office  includes 
$1.5<;s,000  for  increased  pay  costs  and  $283,500  for  additional  printing  re- 
quirements.” 

JUSTIFICATION 

Of  the  $315,000  requested  for  additional  printing  requirements,  the  House 
hill  provides  $283,500,  a reduction  of  $31,500  or  10  percent  in  the  estimate.  The 
effect  of  the  House  reduction  is  to  require  deferring  the  printing  and  issuance 
of  approximately  600  patents  for  which  applicants  will  have  paid  their  final 
fees  and  established  entitlement  to  prompt  issuance  within  governing  statutory 
lime  limitations. 

The  funds  involved  pertain  to  charges  for  printing  the  specifications  and 
drawings  of  patents  and  for  the  publication  of  their  issuance  in  the  Official 
Gazette,  the  aggregate  charges  for  which  average  about  $53  per  patent. 

Restoration  of  the  $31,500  is  requested  because  : 

1.  I ndue  delay  in  the  issuance  and  publication  of  patents  is  contrary  to  the 
interests' of  both  the  patentees  and  the  public. 

2.  Current  efforts  to  reduce  the  backlog  of  pending  applications  for  patent 
become  ineffective  if  a backlog  of  unissued  patents  is  allowed  to  develop 
after  patentability  has  been  ascertained. 

3.  The  necessity  to  defer  a sizable  number  of  patent  issuances  means  costly 
disruption  in  their  orderly  processing  by  both  the  Patent  Office  and  the 
Government  Printing  Office,  the  processing  capacity  of  which  would  need 
to  be  partially  idled  near  the  end  of  the  current  fiscal  year.  To  overcome 
a volume  of  deferred  work  early  in  fiscal  1960,  while  handling  what  promises 
to  be  a recordbreaking  number  of  currently  maturing  issuances,  introduces 
the  probable  need  for  premium  cost  overtime  and  greater  expense  than 
would  otherwise  be  necessary. 

4.  Deferment  of  the  issuances  involved  can  only  create  added  liability 
for  fiscal  1960  not  presently  provided  for  in  the  1960  budget. 

The  balance  of  the  House  reduction,  $152,000,  was  from  the  amount  requested 
for  increased  pay  costs.  The  transfer  authority  included  in  the  House  bill 
will  permit  funding  of  the  pay  costs  without  restoration  of  this  amount. 

RESTORATION  OF  PRINTING  FUNDS 

Senator  Holland.  Do  you  have  any  separate  showing  to  be  made 
at  this  time  with  respect  to  the  restoration  for  the  printing  costs  ? 

Mr.  Moore.  Yes,  we  have.  Mr.  Crocker  is  here  and  I would  simply 
say  with  $31,500  an  additional  600  patents  can  be  printed  and  dis- 
tributed. We  feel  that  with  the  program  that  you  well  know  of  these 
things  should  be  turned  out  on  time. 

Senator  Holland.  Of  course,  this  committee  has  been  trying  to 
bring  this  to  a more  current  basis. 

Mr.  Moore.  Indeed  they  have  and  we  are  most  appreciative  of  their 
efforts. 

Senator  Holland.  When  were  you  notified  of  the  Government 
Printing  Office  increase  in  printing  rates  for  Patent  Office  work? 

Mr.  Moore.  September  8, 1958. 

Senator  Holland.  In  other  words,  you  did  not  know  this  in  time 
to  have  included  the  request  in  your  regular  budget  for  fiscal  1959  ? 

Mr.  Moore.  That  is  correct. 

PATENT  WORKLOAD 

Senator  Holland.  Your  justification  refers  to  an  increase  in  patent 
workload..  What  is  the  increased  workload  now  forecast  compared 
with  the  estimated  workload  presented  in  the  justification  of  your 
regular  estimates  for  1959  ? 
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Mr.  Moore.  I will  ask  Commissioner  Crocker  to  answer  that 
question. 

Mr.  Crocker.  The  estimate  for  fiscal  1959  was  48,000  patents.  We 
expected  to  issue  that  number.  Actually,  we  are  prepared  to  issue 
52,500.  That  was  due  to  the  increased  activity  in  the  examining- 
corps. 

We  are  now  operating  with  the  largest  corps  of  experienced  exam- 
iners we  have  ever  had,  and  there  are  4,500  more  patents  being  pre- 
pared for  issue  in  this  fiscal  year  than  we  had  anticipated. 

Senator  Holland.  Do  you  refer  to  the  new  examiners  whom  you 
have  been  training  for  the  last  2 or  3 years  ? 

Mr.  Crocker.  Yes,  sir. 

Senator  Holland.  Your  program  for  the  increased  number  of  ex- 
aminers and,  therefore,  increased  number  of  examinations  of  proposed 
patents,  is  bearing  fruit  ? 

Mr.  Crocker.  It  is ; there  is  a higher  tempo  of  activity  in  the  Office, 
and  the  end  result  is  the  preparation  of  the  additional  4,500  more 
patents  than  we  had  anticipated. 

Senator  Holland.  How  near  are  you  to  a current  basis  in  your 
patent  workload  ? 

Mr.  Crocker.  We  have  a backlog  of  pending  applications  just  un- 
der 200,000.  We  are  in  the  third  year  of  our  8 -year  program.  We 
expect  to  get  current  in  5 more  years. 

Senator  Holland.  By  being  current,  within  what  period  of  time 
after  filing  patents  will  they  normally  issue? 

Mr.  Crocker.  We  hope  to  bring  it  down  to  within  a year  if  we  get 
prompt  response  on  the  part  of  the  applicant  and  the  attorney. 

Senator  Holland.  Are  there  any  questions  on  this  item? 

Senator  Young.  How  does  this  200.000  compare  with  last  year? 

Mr.  Crocker.  It  is  about  10,000  lower  than  it  was  a year  ago. 

Senator  Holland.  May  I ask  that  you  file  for  the  record,  if  you 
will,  a showing  of  progress  made  in  reduction  of  the  backlog  and 
the  progress  made  in  increase  of  your  qualified  examiners  who  can  be 
entrusted  to  do  original  work  on  their  own  responsibility  ? 

Mr.  Crocker.  We  will  be  glad  to  do  so. 

(The  information  requested  follows :) 


Progress  in  reducing  backlog  of  pending  patent  applications  and  in  building  up 

corps  of  experienced  patent  examiners 


Average  number  of  patent 
examiner  assistants 

Fiscal  year 

Backlog  at 
end  of  year 

Total 

Exper 
(over  2 

Number 

ienced 

years) 

Percent 
of  total 

1955  (peak  year  of  backlog  before  staff  buildup  began) 

221,872 

610 

561 

92 

1956  (1st  year  of  staff  buildup)  ______ 

1957  (2d  year  of  staff  buildup;  1st  year  of  planned  opera- 

217,  536 

728 

495 

68 

tions  under  8-year  program)  __  _ _ _ 

215, 535 

910 

455 

50 

1958  (2d  year  of  planned  operations  under  8-year  program)  __ 

207, 166 

1,068 

502 

47 

1959  (estimated) 

199,  000 

990 

685 

69 

1960  (estimated)..  __  

184,  000 

1,025 

830 

81 
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" goal  of  the  backlog  reduction  program  is  to  reach  a current  condition 
of  opor.-irion.  This  is  planned  to  be  achieved  at  the  end  of  fiscal  year  1964,  with 
a backlog  of  about  100,000  applications. 

The  worst  of  the  difficulties  associated  with  the  effort  to  build  up  the  staff 
over  the  past  few  years  now  seem  to  be  over.  As  indicated  above,  the  corps 
<>l  examiners  is  presently  more  stable  and  is  gaining  the  experience  necessary 
f"1'  optimum  production.  The  Office  now  has  a greatly  improved  potential  for 
achieving  the  program  level  proposed  for  fiscal  1960,  at  which  sustained  level 
there  is  .rood  prospect  that  the  goal  of  the  backlog  reduction  program  can  be 
realized  substantially  in  accord  with  the  8-year  plan. 

TOTAL  PATENTS  TO  BE  ISSUED 

Mr.  Crocker.  I would  like  to  point  out  that  the  52,500  patents  that 
we  expect  to  issue  in  this  fiscal  year  will  be  the  largest  number  in  27 
years.  In  the  next  year,  we  anticipate  that  we  will  issue  54,000  so  this 
would  be  a bad  time  to  defer  the  issuance  of  600  patents. 


National  Bureau  of  Standards 

CONSTRUCTION  OF  LABORATORIES 

Senator  Holland.  The  next  item  for  consideration  is  a request  in 
the  amount  of  $19,793  for  construction  of  laboratories.  The  House 
bill  provides  nothing  for  this  purpose. 

At  this  point  there  will  be  placed  in  the  record  your  justifications 
in  support  of  this  item  and  your  request  for  the  restoration  of  this 
amount  to  the  bill. 

(The  justification  follows  :) 

National  Bureau  of  Standards 
Construction  of  laboratories 


Appropriation  available  in  1959  (unobligated  balance) $50,207 

Obligations  to  Jan.  31,  1959  (as  reported  by  General  Services  Adminis- 
tration)  70,000 

Expenditures  to  Jan.  31,  1959  (as  reported  by  General  Services  Adminis- 
tration ) 

Budget  estimate  next  fiscal  year  (1960) 

No  employment. 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  APPROPRIATION 

This  proposed  supplemental  appropriation  is  to  liquidate  a contractor’s  claim 
adjudicated  by  the  General  Services  Administration  Board  of  Review. 

This  additional  appropriation  is  required  to  satisfy  a contractor’s  claim  for 
additional  payments  under  the  terms  of  his  contract  with  the  General  Services  Ad- 
ministration for  construction  of  the  National  Bureau  of  Standards  Radio  Labora- 
tory at  Boulder,  Colo. 

In  fiscal  year  1951  an  appropriation  and  contract  authorization  was  made  avail- 
able to  NBS  to  provide  for  the  construction  of  the  Radio  Laboratory.  The  con- 
struction funds  were  transferred  to  GSA,  who  awarded  the  construction  contract 
to  the  Olson  Construction  Co.  In  June  1953  during  the  course  of  construction,  the 
contractor  filed  a claim  with  GSA  for  additional  payments  which  the  contractor 
claimed  were  due  him  because  of  the  subsurface  conditions  materially  different 
from  those  shown  on  the  drawings  and  specifications.  The  contractor  claimed 
that  these  conditions  required  him  to  spend  more  on  the  caissons  than  con- 
templated in  the  original  bid.  His  claim  as  finally  submitted  was  for  $81,554.50. 

Based  upon  the  facts  presented  by  the  contractor,  the  claim  was  rejected  by  the 
GSA  regional  commissioner  at  Denver,  Colo.  In  December  1953  this  decision  was 
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appealed  to  the  GSA  Board  of  Review.  On  August  11,  1958,  the  Review  Board 
found  as  follows : “1.  The  appellant  encountered  a generally  bouldery  subsurface 
condition  which  materially  differed  from  the  subsurface  condition  shown  by  the 
contract  documents,  this  constituting  a changed  condition  within  the  meaning  of 
article  4 of  the  contract ; and  2.  The  Public  Buildings  Service  should  determine 
the  amount  by  which  this  contract  should  be  modified  to  provide  for  any  proper 
increase  in  cost  by  reason  of  the  changed  conditions,  which  were  encountered.”^ 

This  determination,  reached  during  December  1958,  resulted  in  a final  settle- 
ment of  $70,000.  At  present  NBS  has  $50,207  unobligated  and  available  in  the 
“Construction  of  laboratories”  appropriation.  In  addition  to  this  balance,  an 
appropriation  of  $19,793  is  required  to  finance  the  payment  of  this  claim. 

NBS  first  became  aware  of  the  pending  claim  early  in  fiscal  year  1956.  Prior 
to  that  time  an  unobligated  balance  of  $90,000  was  transferred  to  the  Weather 
Bureau  for  payments  authorized  under  the  Fringe  Benefits  Act,  this  transfer 
having  been. authorized  by  the  Second  Supplemental  Appropriation  Act,  1955. 
Had  the  pending  claim  been  known  to  NBS,  the  Department  of  Commerce  would 
probably  not  have  proposed  to  make  that  transfer.  Although  an  additional  ap- 
propriation is  now  required  to  finance  this  claim,  the  total  cost  of  the  Radio 
Laboratory  has  not  exceeded  the  funding  originally  available  for  the  construc- 
tion of  this  Laboratory. 


NATIONAL  BUREAU  OF  STANDARDS 
Construction  of  Laboratories 
( House  hearings,  pp.  396-397 ) 


1959  appropriation 0 

Supplemental  budget  estimate $19,  793 

House  committee  allowance 0 

House  committee  reduction  from  estimate 19,  793 

Restoration  requested 19,  793 


AMENDMENT  REQUESTED 

On  page  8,  after  line  9,  insert : 

“National  Bureau  of  Standards 
“construction  of  laboratories 

“For  an  additional  amount  for  ‘Construction  of  Laboratories,’  $19,793,  to 
remain  available  until  expended.” 

“house  report 

“A  supplemental  estimate  of  $19,793  for  the  National  Bureau  of  Standards  to 
liquidate  a contractor’s  claim  in  connection  with  construction  of  a radio  labora- 
tory is  deferred  until  the  matter  can  be  given  further  study.” 

JUSTIFICATION 

A review  of  the  House  committee  hearings  in  the  light  of  the  committee  report 
indicates  that  the  deferment  of  this  item  by  the  House  may  be  based  on  the 
assumption  that  the  claim  arose  from  a change  in  specifications  by  the  Gov- 
ernment. Actually,  the  contractor  found  that  subsurface  conditions  were  mate- 
rially different  from  the  GSA  engineering  reports  on  which  his  bid  was  based. 
The  finding  of  the  GSA  Board  of  Review  was,  therefore,  based  on  just  compensa- 
tion for  this  unanticipated  cost. 

We  believe  that  the  Government  has  an  obligation  to  pay  the  balance  of  this 
claim  as  soon  as  possible.  The  General  Services  Administration  negotiated  a 
settlement  with  the  contractor  in  which  he  agreed,  despite  a 6-year  delay,  to  claim 
no  interest.  This  agreement  presupposed  payment  of  the  claim  as  soon  as  the 
appropriation  process  permitted. 

In  view  of  the  nature  of  the  claim  and  the  circumstances  leading  to  the  de- 
ficiency, we  recommend  restoration  of  the  amount  requested. 
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REASON  FOR  HOUSE  ACTION 

Thu  House  report  indicates  that  they  provided  no  funds  because 
i hey  felt  it  should  be  “deferred  until  the  matter  can  be  given  further 
shuly. ” Information  provided  the  committee  reveals  GSA  has  had 
the  matter  under  study  from  January  16,  1953;  GSA  Board  of  Re- 
view held  hearings  in  1954;  and  in  1958  the  Administrator  ruled  in 
favor  of  the  contractor. 

In  view  of  the  6-year  pendency  in  the  executive  branch  would  a de- 
ferral for  the  House  committe  study  and  probable  consideration  in 
t he  regular  budget  for  1960  appear  unreasonable  ? 

Mr.  Moore.  In  our  opinion,  it  will.  We  have  a letter  from  the 
General  Services  Administration  dated  December  30,  1958,  stating 
that  they  have  completely  gone  over  this  entire  matter  and  that  we 
owe  this  money  without  question.  I believe  your  committee  has  cop- 
ies of  this  letter. 

Senator  Holland.  Do  you  refer,  Mr.  Secretary,  to  the  letter  dated 
December  30,  1958,  addressed  to  Dr.  Astin  as  Director,  signed  Max 
Medley,  Comptroller  of  the  General  Services  Administration? 

Mr.  Moore.  I do. 

Senator  Holland.  I ask  that  that  letter  be  incorporated  in  the  rec- 
ord at  this  point. 

(The  letter  referred  to  follows :) 

General  Services  Administration, 
Washington,  D.G.,  December  30, 1958. 

Dr.  A.  V.  Astin, 

Director,  National  Bureau  of  Standards, 

Department  of  Commerce,  Washington,  D.C. 

(Attention  : Mr.  Norman  L.  Christeller ) . 

Dear  Dr.  Astin  : The  long  pending  claim  by  the  general  contractor  for  addi- 
tional payment  on  the  contract  for  construction  of  the  Radio  Research  Lab- 
oratory at  Boulder,  Colo.,  has  been  resolved  at  $70,000. 

We  understand  that  the  Bureau  of  Standards  has  an  unobligated  balance 
slightly  over  $50,000  in  appropriation  “13X0649”  from  which  this  project  was 
financed.  It  is  requested  that  action  be  initated  by  your  Department  to  transfer 
the  sum  of  $50,000  to  the  General  Services  Administration  at  the  earliest  possible 
date.  It  is  also  requested  that  form  1151  indicate  that  funds  have  been  appor- 
tioned and  are  available  for  immediate  obligation. 

The  contractor  is  aware  of  the  inadequacy  of  current  funds  to  completely 
settle  the  claim.  He  apparently  is  willing  and  anxious  to  accept  partial  payment 
at  once  to  the  extent  of  available  funds,  without  prejudice  to  the  principal 
amount  of  the  settlement.  This  is  with  the  understanding  that  prompt  efforts 
will  be  made  to  obtain  an  appropriation  of  such  additional  amount  as  is  neces- 
sary to  completely  settle  the  claim. 

As  Budget  Bureau  Circular  No.  A-41,  revised  September  30,  1958,  prescribes 
that  supplemental  estimates  for  the  first  consolidated  transmittal  to  the  new 
Congress  be  submitted  not  later  than  January  6,  1959,  there  is  still  time  to 
prepare  and  submit  a supplemental  estimate  for  the  additional  amount  required. 
This  estimate  should  be  submitted  by  your  Department  in  the  form  customarily 
used  by  it.  However,  explanation,  justification  and  any  oral  defense  of  the 
item  will  be  supplied  by  General  Services  Administration,  as  in  the  case  of 
past  construction  items. 

It  is  suggested  that  officials  of  our  respective  budget  offices  get  together  at 
an  early  date  to  work  out  the  details  of  the  estimate. 

Sincerely  yours, 


Max  Medley,  Comptroller. 
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AGENCY  RECOMMENDATIONS 

Senator  Holland.  In  other  words,  it  is  the  opinion  of  the  Depart- 
ment that  this  should  be  appropriated  without  further  delay  ? 

Mr.  Moore.  We  would  recommend  that. 

Canal  Zone  Government 

THE  PANAMA  CANAL  COMPANY 

Senator  Holland.  The  next  item  for  consideration  involves  in- 
creased pay  cost  estimates  for  the  Canal  Zone  Government  and  the 
Panama  Canal  Company.  The  budget  estimate  for  the  Canal  Zone 
Government  was  in  the  amount  of  $1,126,400;  the  House  bill  pro- 
vides $1,013,760,  a reduction  of  $112,640.  The  Panama  Canal  Com- 
pany estimate  was  for  an  increase  of  $346,400  in  the  limitation  on  gen- 
eral and  administrative  expenses;  the  House  bill  provides  $311,760,  a 
reduction  of  $34,640. 

At  this  point  there  will  be  placed  in  the  record  the  letter  of  March 
31,  1959,  from  the  Honorable  W.  E.  Potter,  Governor  of  the  Canal 
Zone,  addressed  to  Senator  Hayden,  the  chairman  of  the  Senate  Com- 
mittee on  Appropriations,  requesting  amendments  to  the  House  bill 
to  provide  the  full  amount  of  the  budget  estimates. 

There  will  also  be  placed  in  the  record  the  justifications  in  support 
of  these  items. 

(The  material  referred  to  follows :) 

March  31,  1959. 

Hon.  Carl  Hayden, 

Chairman , Committee  on  Appropriations, 

U.S.  Senate. 

Dear  Senator  Hayden  : The  second  supplemental  appropriation  bill,  1959,  as 
passed  by  the  House  of  Representatives,  includes  an  additional  appropriation 
amounting  to  $1,013,760  for  1959  operating  expenses  of  the  Canal  Zone  Govern- 
ment and  an  increase  in  the  1959  limitation  on  general  and  administrative  ex- 
penses of  the  Panama  Canal  Company  amounting  to  $311,760.  These  amounts 
are  in  each  case  10  percent  less  than  the  amounts  proposed  by  the  President  in 
his  transmission  of  the  supplemental  appropriation  request  on  March  2,  1959,  to 
the  Speaker  of  the  House  of  Representatives. 

Our  supplemental  requirements,  although  principally  for  increased  pay  costs 
resulting  from  Public  Laws  85-422,  85-426,  85-462,  85-584,  and  85-838,  also  are 
to  cover  the  costs  of  the  Canal  Zone  Wage  and  Employment  Practices  Act  (Pub- 
lic Law  85-550).  This  act  not  only  resulted  in  increased  compensation  to  non- 
U.S.  citizen  employees,  but  also  burdened  the  Canal  Zone  Government  and 
Panama  Canal  Company  with  contributions  to  the  civil  service  retirement  fund 
covering  non-U. S.  citizen  employees  while  still  making  payments  to  annuitants 
under  the  Cash  Relief  Act  of  1937.  In  the  case  of  the  Panama  Canal  Company 
general  and  administrative  expenses  under  limitation,  Public  Law  85-550  further 
created  additional  costs  by  increasing  the  payroll  processing  workload  and, 
through  the  establishment  of  a central  employment  office,  charges  this  activity 
with  a portion  of  the  costs  of  that  office. 

I assure  you  that  complete  restoration  of  cuts  imposed  by  the  House  of  Repre- 
sentatives is  essential  and  I desire  to  stress  that  part  of  the  necessary  increase 
is  due  to  legislation  pertaining  specifically  to  our  operations.  As  shown  in  our 
justifications  of  supplemental  requests  prepared  for  the  use  of  Committees  on 
Appropriations,  we  seek  an  additional  appropriation  of  $1,126,400  for  1959  op- 
erating expenses  of  the  Canal  Zone  Government  and  an  increase  of  $346,400  in 
the  1959  limitation  on  general  and  administrative  expenses  of  the  Panama  Canal 
Company.  These  amounts  are  conservative  estimates  of  our  requirements  after 
giving  effect  to  maximum  absorptions  of  increased  costs. 

The  justifications  show  $71,200  of  increased  pay  costs  applicable  to  general 
and  administrative  activities  of  the  Panama  Canal  Company  being  absorbed. 
Absorption  in  the  Canal  Zone  Government,  although  shown  in  the  justifications 
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in  t h • now  amount  of  $28,600,  amounts  to  $50,000  before  providing  $21,400  to  cover 
<>\  ort  i mo  payments  to  firemen  pursuant  to  Public  Law  85-525.  It  is  unlikely  that 
additional  absorption  of  increased  costs  can  be  made  so  late  in  this  fiscal  year, 
loot  ions  in  force  beyond  those  scheduled  earlier  in  the  year  would  mean  addi- 
tion;:! costs  for  commuted  leave  and  repatriation  which,  in  most  cases,  would 
exceed  payroll  savings  for  the  balance  of  the  year.  It  has  been  necessary  to 
appraise  the  minutest  expenditures  in  order  that  savings  could  be  developed  and 
m <‘<1  to  reduce  our  supplemental  requirements.  Other  than  full  restoration  could 
result  in  serious  allotment  overruns  which  constitute  violations  under  the  Anti- 
deficiency Act. 

In  summary,  I appeal  for  restoration  of  $112,640  for  Canal  Zone  Government 
operating  expenses  and  $34,640  for  Panama  Canal  Company  general  and  adminis- 
trative expenses  under  limitation. 

Sincerely  yours, 

W.  E.  Potter,  Governor. 

Canal  Zone  Government 

Page  33,  line  20 : 


Amount  requested $1, 126,  400 

House  allowance 1,  013,  760 

Decrease  House  allowance  from  amount  requested —112,  640 

Restoration  requested 112,  640 


AMENDMENT  REQUESTED 

On  page  33,  line  20,  strike  out  “$1,013,760”  and  insert  “$1,126,400”. 

HOUSE  REPORT 


This  appropriation  was  not  mentioned  in  the  House  report  except  in  the  tabu- 
lation on  page  34. 


JUSTIFICATION 

A supplemental  appropriation  of  $1,126,400  is  required  in  fiscal  year  1959  to 
cover  the  unabsorbed  cost  of  legislation  enacted  by  the  85th  Congress  after  the 
submission  of  the  1959  budget  estimates  as  follows : 


Public  Law : 

85-422  Military  pay  increase $21,  600 

85-426  Postal  pay  increase 67,  500 

85-462  Classified  pay  increase 415,  600' 

85-584  Police  and  firemen  pay  increase 196,  700 

85-838  Teacher  pay  increase 303, 000 

85-550  Implementing  treaty  with  Panama 122,  000 


Total 


1, 126,  000 


The  amount  requested  is  after  absorption  of  $34,200  of  the  costs  of  this  legis- 
lation and  after  absorption  of  an  additional  $21,400  for  mandatory  increased 
overtime  payments  to  firemen  pursuant  to  Public  Law  85-525,  which  was  also 
enacted  after  submission  of  the  budget  estimates  but  for  which  no  supplemental 
appropriation  is  requested. 

The  acts  of  Congress  providing  for  pay  increases  listed  above  are  self- 
explanatory. 

Public  Law  85-550,  which  was  enacted  to  implement  certain  provisions  of  the 
1955  Treaty  with  Panama,  contains  provisions  resulting  in  unabsorbed  increased 
costs  to  the  Canal  Zone  Government  in  the  amount  of  $122,000,  as  follows : 

Pay  increases  to  non-U. S.  citizen  employees  resulting  from  uniform 

wage  system  required  by  the  act $ 13,  000 

Civil  service  retirement  contribution  for  non-U.  S.  citizen  employees 

brought  within  the  Retirement  Act  by  the  legislation 109,  000 


Total 


122,000 


H.R.  5916,  as  it  passed  the  House,  provides  a supplemental  appropriation  of 
$1,013,760  for  operating  expenses  of  the  Canal  Zone  Government,  a reduction  of 
$112,640  from  the  request.  The  Canal  Zone  Government  has  absorbed  $50,000  in 
increased  costs  resulting  from  legislation  enacted  by  the  85th  Congress,  and  no 
method  appears,  short  of  furloughing  employees  without  pay,  by  which  further 
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savings  could  be  made  in  tbe  amount  that  would  be  required  by  the  House  action. 
Reductions  in  force  beyond  those  scheduled  earlier  in  the  year  would  mean  addi- 
tional costs  for  commuted  leave  and  repatriation  which,  in  most  cases,  would 
exceed  payroll  savings  for  the  balance  of  the  year.  In  any  event,  such  reductions 
in  force  could  not  be  accomplished  without  curtailment  of  essential  programs 
of  the  Canal  Zone  Government  which  operates  such  vital  community  services  as 
schools,  hospitals,  and  police  and  fire  protection. 


PANAMA  CANAL  COMPANY 
Limitation  on  General  and  Administrative  Expenses 


Page  33,  line  22 : 

Amount  requested $346,  400 

House  allowance 311,  760 

Decrease  House  allowance  from  amount  requested — 34,  640 

Restoration  requested 34,  640 


AMENDMENT  REQUESTED 

On  page  33,  line  22,  strike  out  “$311,760”  and  insert  “$346,400.” 

HOUSE  REPORT 

This  item  was  not  mentioned  in  the  House  report  except  in  the  tabulation  on 
page  34. 

JUSTIFICATION 

The  Department  of  Commerce  and  Related  Agencies  Appropriation  Act,  1959, 
places  a limitation  of  $7,900,000  on  the  general  and  administrative  expenses  of  the 
Panama  Canal  Company.  All  expenses  of  the  Company  are  recovered  from  reve- 
nues and  no  appropriation  of  funds  from  the  Treasury  is  involved  in  this 
limitation. 

A supplemental  increase  of  $346,400  in  the  limitation  is  requested  to  cover  the 
part  of  the  cost  of  legislation  enacted  by  the  85th  Congress  after  the  submission 
of  the  1959  budget  estimates,  which  cannot  be  absorbed  within  the  present  limi- 
tation, as  follows : 


Public  Law  : 

85-422  Military  pay  increase $6,  200 

85-462  Classified  pay  increase 244, 500 

85-550  Implementing  Treaty  with  Panama 95,  700 


Total 346,  400 


The  additional  cost  to  the  Company  under  the  listed  acts  of  the  85th  Congress 
applicable  to  the  administrative  and  general  expenses  of  the  Company  under 
limitation  is  $456,600.  Of  this  amount  $110,100  can  be  absorbed  within  the 
existing  limitation. 

The  pay  increase  items  under  Public  Laws  85-422  and  85-462  are  self-explana- 
tory. Public  Law  85-550,  which  was  enacted  to  implement  certain  provisions  of 
the  1955  Treaty  with  Panama,  contains  provisions  resulting  in  additional  costs 
that  cannot  be  absorbed  under  the  present  limitation  as  follows : 


Increases : 

Pay  increases  to  non-U.S.  citizen  employees  of  limitation  activi- 
ties resulting  from  uniform  wage  system $38,  700 

Civil  service  retirement  contribution  covering  employees  of  limita- 
tion activities  (limitation  activities  were  not  heretofore  charged 

wth  any  retirement  contribution) 19,900 

Additional  cost  of  processing  payrolls  resulting  from  increased 
volume  of  retirement  deductions  and  necessary  revisions  of 

timecard  procedures 12,  500 

Pro  rata  share  of  cost  of  central  employment  office 80,  700 


Subtotal,  increases 151,  800 


GO 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 


Decreases : 

Reduction  in  cost  of  personnel  administration  resulting  from 

transfer  of  certain  duties  to  central  employment  office —$31,100 

Dcrn  used  alien  cash  relief  payments  resulting  from  extension  of 
Civil  Service  Retirement  Act  coverage  to  non-U. S.  citizen  em- 
ployees   —25, 000 


Net  increase 95,  700 


In  II. It.  5916  the  House  increased  the  limitation  on  general  and  adminis- 
trative expenses  by  $311,700,  a decrease  of  $34,640  from  the  amount  requested. 
Since  this  increase  in  limitation  involves  no  appropriation  of  funds,  and  the 
expenses  of  the  corporation  increase  proportionately  with  the  amount  of  busi- 
ness done  producing  the  revenues  from  which  the  expenses  are  paid,  no  sound 
justification  appears  for  reduction  in  the  limitation  below  the  amount  requested. 
The  amount  requested  is  a conservative  estimate  of  the  requirements  of  the 
Company  after  giving  effect  to  maximum  absorption  of  increased  costs. 


Canal  Zone  Government 

JUSTIFICATION 

A Canal  Zone  Government  operating  expense  supplemental  appropriation  of 
$1,126, TOO  is  required  in  fiscal  year  1959  to  cover  (a)  the  direct  and  related  costs 
of  recently  enacted  pay  legislation  and  (5)  the  cost  of  the  Canal  Zone  Wage 
and  Employment  Practices  Act. 

Cost  of  the  individual  items,  separately  justified  below,  are  estimated  as 
follows : 


( a ) Legislated  pay  increases $1,004,400 

(5)  Canal  Zone  Wage  and  Employment  Practices  Act  (Public  Law 

85-550) 122,  000 


Total  supplemental  appropriation  required 1, 126,  400 


(a)  Legislated  pay  increases , $1,004,400 

The  estimated  annual  cost  to  the  Canal  Zone  Government  of  pay  increases 
resulting  from  legislation  subsequent  to  the  submission  of  the  1959  budget  esti- 
mates, and  therefore  beyond  the  administrative  control  of  the  agency,  amounts 
to  $1,033,000.  Tne  present  request  tor  supplemental  funds  in  the  amount  of 
$1,004,400  is  $28,600  below  that  amount  and  below  the  requirement  forecast  in 
the  1959  commn  of  tne  1969  budget  document.  This  decrease  reuects  con- 
tinuance of  the  agency’s  efforts  to  meet  the  President’s  requested  reduction  in 
Federal  civilian  employment.  The  estimates  were  developed  by  applying  the 
amount  of  the  various  pay  increases,  including  related  costs,  to  position  oc- 
cupany  as  now  foreseen  for  the  remainder  of  the  fiscal  year,  and  give  effect  to 
savings  which  will  be  achieved  by  enforcing  delays  in  the  filling  of  vacancies. 
Agency  efforts  to  hold  the  line  on  costs  other  than  personal  services  will  also  be 
vigorously  continued.  The  amounts  now  required  under  the  various  pay  acts 
are  as  follows: 


Military  pay  increase  (Public  Law  85-422) $21,  600 

Postal  pay  increase  (Public  Law  85-426) 67,500 

Classified  pay  increase  ( Public  Law  85-462 ) 415,  600 

Police  and  firemen  pay  increase  (Public  Law  85-584) 196,  700 

Teacher  pay  increase  (Public  Law  85-838) 303,000 


Total 1,004,400 


(Z>)  Canal  Zone  Wage  and  Employment  Practices  Act,  $122,000 

The  Canal  Zone  Wage  and  Employment  Practices  Act  (Public  Law  85-550), 
which  was  enacted  subsequent  to  submission  of  the  agency’s  1959  budget  esti- 
mates, provides  for — 

1.  The  establishment  of  a system  of  compensation  applicable  to  all  U.S. 
Government  agencies  in  the  Canal  Zone  that  assures  the  same  basic  wage 
for  U.S.  citizens  and  non-U. S.  citizens  employed  at  any  given  grade  level. 
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2.  A Canal  Zone  merit  system,  administered  by  a newly  established  cen- 
tral employment  office,  the  expenses  of  which  are  defrayed  on  a pro  rata 
basis  by  ali  Government  agencies  in  the  Canal  Zone. 

3.  The  establishment  of  a Canal  Zone  Board  of  Appeals  to  hear  and 
adjudicate  appeals  of  employees  in  certain  matters  of  classification  and 
grade-allocation  of  positions. 

4.  The  extension  to  non-U. S.  citizens  of  an  equal  opportunity  with  U.S. 
citizens  for  participation  in  training  programs. 

5.  Extension  of  the  Civil  Service  Retirement  Act  coverage  to  non-U. S. 
citizen  employees  of  the  Panama  Canal  Company/Canal  Zone  Government 
who  had  formerly  been  excluded  from  such  coverage  because  of  the  appli- 
cation of  the  Cash  Relief  Act  of  1937,  as  amended. 

Details  of  the  above  requested  $122,000,  which  amount  is  $5,600  below  the 
estimate  for  1959  contained  in  the  1960  budget  document,  are  as  follows : 


Pay  increases  to  non-U. S.  citizen  employees  resulting  from  uniform 

wage  system $13,  000 

Civil  service  retirement  contribution  covering  non-U. S.  citizen  employees 

who  were  heretofore  excluded  from  such  coverage 109,  000 


Total,  Canal  Zone  Wage  and  Employment  Practices  Act  (Public 
Law  85-550) 122,000 


Panama  Canal  Company 
justification 

A supplemental  increase  of  $346,400  in  the  congressional  limitation  on  Panama 
Canal  Company  general  and  administ  ative  expenses  is  required  in  fiscal  year 
1959  to  cover  (a)  the  direct  and  related  costs  of  recently  legislated  pay  in- 
creases and  (&)  the  cost  of  the  Canal  Zone  Wage  and  Employment  Practices 
Act. 

Cost  of  the  individual  items,  separately  justified  below,  are  estimated  as 
follows : 


(а)  Legislated  pay  increases $250,  700 

(б)  Canal  Zone  Wage  and  Employment  Practices  Act 95,700 

Total  required  increase  in  limitation 346,  400 


(a)  Legislated  pay  increases,  $ 250,100 

The  total  annual  cost  to  the  Panama  Canal  Company  of  pay  increases  result- 
ing f "Oin  legislation  subsequent  to  the  submission  of  the  1959  budget  estimates, 
and,  therefore,  beyond  the  administrative  control  of  the  agency,  is  estimated 
at  about  $1  million.  The  entire  cost  of  these  pay  increases  will  be  recove  ed 
from  revenues  earned  by  the  Company,  but  inasmuch  as  $250,700  of  the  cost  is 
applicable  to  employees  within  the  general  and  admininstrative  expense  area, 
it  is  requested  that  the  congressional  limitation  on  that  category  of  expenditure 
be  increased  accordingly. 

The  estimate  of  the  requested  supplemental  was  developed  by  applying  the 
amount  of -the  increase,  including  provision  for  the  related  cost  of  the  agency’s 
civil  service  retirement  contribution,  to  position  occupancy  as  now  foreseen  for 
the  remainder  of  the  year.  The  present  request  is  $71,200  under  the  amount 
forecast  for  1959  in  the  1960  budget  document  for  the  limitation  group  and 
reflects  the  agency's  effort  in  that  area  to  meet  the  President’s  requested  re- 
duction in  Federal  civilian  employment.  The  amounts  now  required  under  the 
pay  acts  are  as  follows  : 


Military  pay  increase  (Public  Law  85-422) 86,200 

Classified  pay  increase  (Public  Law  85-462) 244,  500 

Total 250,  700 


(h)  C anal  Zone  Wage  and  Employment  Practices  Act,  $9.5,700 
The  Canal  Zone  Wage  and  Employment  Practices  Act  (Public  Law  85-550), 
which  was  enacted  subsequent  to  submission  of  the  agency’s  1959  budget  esti- 
mates nrovides  for — 
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L.  The  establishment  of  a system  of  compensation  applicable  to  all  U.S. 
Government  agencies  in  the  Canal  Zone  that  assures  the  same  basic  wage 
I t r.s.  citizens  and  non-U. S.  citizens  employed  at  any  given  grade  level. 

2.  A Canal  Zone  merit  system,  administered  by  a newly  established 
('mitral  Employment  Office,  the  expenses  of  which  are  defrayed  on  a pro 
rata  basis  by  all  Government  agencies  in  the  Canal  Zone. 

• I.  The  establishment  of  a Canal  Zone  Board  of  Appeals  to  hear  and 
adjudicate  appeals  of  employees  in  certain  matters  of  classification  and 
grade-allocation  of  positions. 

1.  The  extension  to  non-U. S.  citizens  of  equal  opportunity  with  U.S. 
citizens  for  participation  in  training  programs. 

5.  Extension  of  the  Civil  Service  Retirement  Act  coverage  to  non-U. S. 
citizen  employees  of  the  Panama  Canal  Company /Canal  Zone  Government 
who  had  formerly  been  excluded  from  such  coverage  because  of  the  applica- 
tion of  the  Cash  Relief  Act  of  1937,  as  amended. 

It  is  expected  that  the  annual  cost  of  some  $1.3  million  to  be  incurred  by  the 
Panama  Canal  Company  as  a result  of  the  Canal  Zone  Wage  and  Employment 
Practices  Act,  will  be  recovered  through  revenues  to  be  earned  by  the  Company. 
In  addition  to  current  costs,  the  Company  has  this  year  made  to  the  Civil 
Service  Commission  a single  extraordinary  $4.7  million  payment  from  available 
resources,  required  in  order  to  fund  retroactively  the  past  service  of  non-U. S. 
citizen  employees  brought  within  the  Civil  Service  Retirement  System  by  this 
act. 

Of  the  foregoing  amounts,  $95,700  represents  the  estimated  net  cost  chargeable 
to  general  and  administrative  expense  activities  in  1959  for  which  a supplemental 
increase  in  limitation  is  requested.  This  is  $39,000  below  the  estimate  for 
1959  contained  in  the  1960  budget  document.  Details  of  this  supplemental 
request  are  as  follows  : 


Increases : 

Pay  increases  to  non-U.S.  citizen  employees  of  limitation  activities 

resulting  from  uniform  wage  system $38,  700 

Civil  service  retirement  contribution  covering  employees  of  limi- 
tation activities  (limitation  activities  were  not  heretofore 

charged  with  any  retirement  contribution) 19,900 

Additional  cost  of  processing  payrolls  resulting  from  increased  vol- 
ume of  retirement  deductions  and  necessary  revisions  of  time- 
card procedures 12,  500 

Pro  rata  share  of  cost  of  Central  Employment  Office 80,  700 


Subtotal,  increases 151,  800 

Decreases : 

Reduction  in  cost  of  personnel  administration  resulting  from  trans- 
fer to  certain  duties  to  Central  Employment  Office —31, 100 

Decreased  alien  cash  relief  payments  resulting  from  extension  of 
Civil  Service  Retirement  Act  coverage  to  non-U.S.  citizen  em- 
ployees  —25,  000 


Net  increase 95,  700 


Inasmuch  as  there  will  be  no  further  accessions  to  the  Company’s  alien  cash 
relief  rolls,  the  annual  cost,  now  estimated  at  $1.8  million  in  1959  and  $1.7  million 
In  1960  will  continue  to  decrease  each  year.  As  a result  it  is  expected  that 
this  expense  of  the  Company  will  be  virtually  eliminated  by  the  late  1970’s. 


St.  Lawrence  Seaway  Development  Corporation 

LIMITATION  ON  ADMINISTRATIVE  EXPENSES 

Senator  Holland.  Next  for  consideration  is  a budget  request  of  the 
St.  Lawrence  Seaway  Development  Corporation  for  an  increase  of 
$15,000  in  the  administrative  expense  limitation  to  cover  increased 
pay  costs.  The  House  bill  provides  $13,500,  a reduction  of  $1,500  in 
the  estimate. 

At  this  point  there  will  be  placed  in  the  record  the  letter  of  March  27 , 
J959,  from  the  Honorable  Lewis  G.  Castle,  the  Administrator  of  the 
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St.  Lawrence  Seaway  Corporation,  addressed  to  Senator  Hayden, 
chairman  of  the  Senate  Committee  on  Appropriations,  requesting 
amendment  of  the  House  bill  to  restore  the  $1,500  limitation  decrease. 

( The  letter  referred  to  follows : ) 


St.  Lawrence  Seaway  Development  Corporation, 

Washington,  D.G.,  March  27,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Senate  Appropi'iations  Committee, 

W ashington,  D.C. 


Dear  Senator  Hayden  : This  corporation  has  submitted  a supplemental  request 
to  your  committee  to  increase  our  administrative  expenses  limitation  for  fiscal 
year  1959  from  $400,000  to  $415,000.  Justification  data  has  previously  been  fur- 
nished. 

It  is  my  understanding  that  on  March  24,  1959,  the  House  Appropriations  Com- 
mittee took  action  to  reduce  the  amount  of  this  supplemental  request  by  10 
percent,  and  that  an  opportunity  will  be  afforded  to  the  St.  Lawrence  Seaway 
Development  Corporation  to  appear  in  the  event  we  desire  to  appeal  before 
your  committee  for  a reinstatement  of  this  reduction. 

The  total  increased  costs  for  personnel  expenses  due  to  the  pay  increase  for  this 
Corporation  was  $26,000.  In  reviewing  our  requirements  for  administrative 
expenses  for  the  balance  of  the  fiscal  year  1959,  it  was  determined  that  by  delay- 
ing the  filling  of  vacancies,  and  other  economies,  this  amount  could  be  reduced 
by  $11,000. 

We  have  again  reviewed  our  requirements  in  view  of  this  additional  10-percent 
reduction  by  the  House  committee.  The  amount  involved  may  not  appear  to  be 
substantial  but  relatively  would  impose  an  added  financial  burden  in  further 
reducing  our  funds  for  administrative  expenses.  Accordingly,  it  is  respectfully 
requested  that  your  committee  give  consideration  to  restoration  of  this  additional 
10-percent  reduction.  However,  this  Corporation  does  not  desire  to  avail  itself 
of  the  opportunity  to  appeal  for  reinstatement  of  this  reduction. 

The  increase  of  our  administrative  expenses  limitation  for  fiscal  year  1959 
would  then  be  reported  at  $15,000  making  a total  of  $415,000. 

Sincerely  yours, 


Lewis  G.  Castle,  Administrator. 


Tariff  Commission 

SALARIES  AND  EXPENSES 

Senator  Holland.  Aext  for  consideration  is  a request  in  the  amount 
of  $157,000  for  increased  pay  costs  for  the  Tariff  Commission.  The 
House  bill  provides  $141,300,  a reduction  of  $15,700  in  the  estimate. 

At  this  point  there  will  be  placed  in  the  record  the  letter  of  April 
2, 1959,  from  the  Honorable  Joseph  E.  Talbot,  Acting  Chairman  of  the 
Tariff  Commission,  addressed  to  the  chairman  of  the  Senate  Com- 
mittee on  Appropriations,  requesting  amendment  of  the  Plouse  bill  to 
restore  the  amount  of  the  budget  estimate. 

(The  letter  referred  to  follows :) 

U.S.  Tariff  Commission, 

Office  of  the  Chairman, 
Washington,  D.C.,  April  2, 1959. 

Hon.  Carl  Hayden, 

Chairman,  Appropriations  Committee, 

U.S.  Senate,  Washington,  D.C„ 

Dear  Senator  Hayden  : The  Tariff  Commission  appreciates  the  opportunity 
afforded  by  your  committee  to  request  that  its  funds  for  meeting  increased  pay 
costs — recently  reduced  by  the  House  of  Representatives — be  restored  to  the 
full  amount  recommended.  Specifically,  we  ask  that  the  language  of  the  Second 
Supplemental  Appropriation  Act,  1959  (H.R.  5916),  at  page  43,  line  19,  be 
amended  from  “Tariff  Commission:  Salaries  and  expenses,  $141,300”  to  “Tariff 
Commission  : Salaries  and  expenses,  $157,000.” 
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The  House  action  represents' a cut  of  10  percent,  or  $15,700,  from  the  original 
request  of  $157,000.  This  reduction  comes  at  a time  when  the  Commission’s 
workload  is  at  its  highest  level  since  World  War  II.  Thus,  during  the  first 
9 months  of  fiscal  1050,  the  Commission  ordered  13  escape-clause  investigations, 
as  compared  with  5 for  the  full  fiscal  year  1058  and  8 for  the  fiscal  year  1057. 
Likewise,  the  total  of  investigations  of  all  types  ordered  through  March  1059 
has  already  equaled  the  total  ordered  for  the  entire  preceding  fiscal  year.  Not 
only  has  the  number  of  escape-clause  investigations  increased,  but  the  recent 
congressional  requirement  that  they  be  completed  in  6 rather  than  9 months  has 
added  materially  to  the  difficulty  of  each  investigation.  In  addition,  the  Com- 
mission is  still  engaged  in  completing  the  major  study  of  tariff  simplification 
directed  by  special' act  of  Congress,  which  involves  exhaustive  analyses,  public 
hearings,  and  recommendations  covering  the  entire  tariff  structure. 

While  the  House  cut  of  $15,700  is  small,  indeed,  relative  to  the  cost  of  the 
Government  at  large,  it  will,  by  reason  of  the  Commission’s  limited  funds,  mate- 
rially impair  operations  in  several  ways,  if  allowed  to  stand.  Thus,  the  field- 
work essential  to  thorough  investigation  will  be  reduced  by  about  one-third; 
needed  replacements  of  retiring  employees  cannot  be  made;  normal  operating 
supplies  and  services  will  be  curtailed  ; and  necessary  repairs  deferred.  Further, 
various  contingencies  not  within  the  Commission’s  control,  such  as  the  death 
or  resignation  of  even  one  or  two  employees  with  larse  amounts  of  terminal  leave, 
would  quite  possibly  exhaust  the  Commission’s  funds  before  the  end  of  the 
fiscal  year. 

We  believe  the  House  action  in  reducing  the  Commission’s  appropriation,  and 
thus  its  effectiveness  at  this  critical  period,  is  clearly  inconsistent  with  the  intent 
of  the  Congress  as  a whole,  expressed  in  recent  legislation  adding  to  the  Com- 
mission’s responsibilities  and  increasing  the  required  tempo  of  its  work.  We 
respectfully  urge  that  your  committee  recommend  the  restoration  of  funds 
specified  above. 

Attached  are  tables  showing  in  summary  form  the  pertinent  aspects  of  the 
Commission’s  workload  and  its  fiscal  position.  We  will  be  glad  to  supply  any 
additional  information  which  may  be  desired. 

Sincerely  yours, 


Joseph  E.  Talbot,  Acting  Chairman. 


Fiscal  tables,  1959 


A.  Source  of  funds: 

Annronriations  Act  for  1959 $1,810,000 

Estimated  reimbursements - 11,000 

Estimated  supplemental  (full  request) 157,000 


Total 1, 978, 000 


B.  Quarterly  apportionment  of  $1,978,000  total: 


Quarter 

Obligations 

Percent  of 
total 

Cumulative 
percent  of 
total 

1st  ______  -- 

$508, 452 

25.7 

25.7 

2d 

498. 100 

25.2 

50.9 

3d 

482, 076 

24.4 

75.3 

4th  . _ _ _ _ _ _ _ 

489,  372 

24.7 

100.0 

Total  - --  - - 

1, 978, 000 

100.0 

C.  Effect  of  House  cut  of  $15,700  in  suoolemental  appropriation: 


Estimated  4th  quarter  obligations  (as  per  B above) $489,372 

Less  House  cut  of  $15,700 15, 700 


Available  4th  quarter  funds  if  cut  Dre vails 473,  672 

Percent  of  reduced  4th  quarter  to  reduced  total 24. 1 
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Investigations  ordered , completed,  and  pending  for  the  fiscal  year  1959,  up  to  and 

including  Mar.  31,  1959 


Investi- 

Investi- 

Pending — 

gations 

ordered 

gations 

completed 

Beginning 
of  fiscal 
year 

As  of 
Mar.  31 

1959  (through  Mar.  31,  1959): 

Tariff  Act  of  1930: 

Sec. 332  

2 

4 

3 

1 

Sec  336  

Sec  337  

4 

1 

2 

5 

Trade  Agreements  Act,  as  amended: 

See  3 

Sec.  7-  

13 

10 

3 

6 

Executive  Order  10401-. 

4 

4 

Additional  information 

1 

1 

1 

1 

Agricultural  Adustment  Act,  as  amended,  sec.  22.. 
Simplification  \ct.  of  1954  _ 

1 

1 

1 

1 

\ otidnmpinp'  4 of.  of  1921 . os  amended 

2 

2 

Total,  all  investigations 

28 

20 

9 

17 

Projection  for  full  fiscal  year  to  June  30.  1959 

(37) 

(27) 

(12) 

(23) 

Investigations  ordered,  completed,  and  pending  for  the  fiscal  years  1957  and  1958 


Investi- 

Investi- 

Pending — 

Fiscal  year  ending  June  30  and  type  of  investigation 

gations 

ordered 

gations 

completed 

Beginning 
of  fiscal 

End  of 
fiscal 

1958: 

Tariff  Act  of  1930: 

5 

2 

3 

Sec.  336  

1 

1 

2 

6 

6 

2 

Trade  Agreements  Act,  as  amended: 

Sec.  3 ....  

Sec.  7 . . 

5 

8 

6 

3 

Executive  Order  10401. . 

4 

4 

Additional  information 

2 

1 

1 

2 

Agricultural  Adjustment  Act,  as  amended,  sec.  22.. 
Customs  Simplification  Act  of  1954..  

6 

8 

2 

1 

1 

Antidumping  Act  of  1921,  as  amended 

2 

2 

Total,  all  investigations  ..  

28 

32 

16 

10 

1957: 

Tariff  Act  of  1930: 

Sec.  332 

1 

1 

Sec. .336  . . 

See.  337 

5 

2 

3 

6 

Trade  Agreements  Act,  as  amended: 

Sec.  3 

2 

2 

Sec.  7 

8 

9 

7 

6 

Executive  Order  10401 

4 

4 

Additional  information.  _.  

1 

1 

Agricultural  Adjustment  Act,  as  amended,  sec.  22.. 
Customs  Simplification  Act  of  1954  

8 

6 

2 

i 

1 

Antidumping  Act  of  1921,  as  amended 

Total,  all  investigations ....  ... 

29 

24 

ii 

16 
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DEPARTMENT  OF  AGRICULTURE 

STATEMENTS  OF  CHARLES  L.  GRANT,  DIRECTOR  OF  FINANCE  AND 

BUDGET  OFFICER,  DEPARTMENT  OF  AGRICULTURE;  DR.  B.  T. 

SHAW,  ADMINISTRATOR,  AGRICULTURAL  RESEARCH  SERVICE; 

DR.  M.  R.  CLARKSON,  DEPUTY  ADMINISTRATOR,  AGRICULTURAL 

RESEARCH  SERVICE;  AND  EDMUND  STEPHENS,  DIRECTOR, 

BUDGET  AND  FINANCE  DIVISION,  AGRICULTURAL  RESEARCH 

SERVICE 

Appeal  Letter 

Chairman  Hayden.  The  next  items  to  be  considered  by  the  commit- 
tee will  be  those  for  the  Department  of  Agriculture.  I will  place  in 
the  record  at  this  point  a letter  that  I have  received  from  the  Acting 
Secretary,  True  D.  Morse;  copies  of  this  letter  are  before  the  com- 
mittee. 

(The  letter  referred  to  follows :) 

April  1, 1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate . 

Dear  Senator  Hayden  : The  second  supplemental  appropriation  bill,  1959.  as 
passed  by  the  House,  made  reductions  in  a number  of  the  estimates  submitted 
for  the  Department  of  Agriculture.  The  estimates  submitted  to  the  Congress, 
the  amounts  provided  in  the  House  bill,  and  the  restorations  requested  by  the 
Department  are  summarized  in  the  attached  table.  Also  attached  is  a statement 
on  each  restoration  proposed  by  the  Department,  indicating  the  amendment  re- 
quested and  the  reasons  therefor.  A brief  discussion  of  the  actions  recommended 
by  the  Department  follows  : 

Research  on  humane  slaughter  methods. — The  House  bill  deleted  the  supple- 
mental estimate  of  $100,000  under  the  item  “Salaries  and  expenses,  Agricultural 
Research  Service,”  which  was  proposed  to  enable  the  Department  to  more  effec- 
tively meet  its  responsibilities  under  Public  Law  85-765,  approved  August  27, 
1958.  This  law  provides,  among  other  things,  for  research  to  develop  and  de- 
termine humane  methods  of  slaughter  of  livestock.  Intensive  research  on  this 
problem  is  needed  and  the  Department  recommends  that  the  budget  estimate  be 
restored. 

Increased  pay  costs  under  Public  Law  85-^62. — The  budget  estimates  pro- 
posed a number  of  transfers  from  funds  already  available  to  the  Department 
and  also  increases  in  administrative  expense  limitations  where  required,  to 
provide  for  pay  act  costs.  The  House  bill  reduced  each  of  these  items  by  10 
percent. 

Early  in  the  fiscal  year  1959  the  Department  made  a detailed  review  of  its 
operating  plans  for  the  year  to  determine  to  what  extent  personal  services 
obligations  could  be  reduced  without  impairing  essential  services.  This  effort 
resulted  in  savings  of  over  $4.5  million.  In  addition,  it  has  been  possible 
through  other  adjustments  to  provide  for  Pay  Act  costs  in  a number  of  appropria- 
tions within  the  existing  amounts  and  authorities.  Of  the  total  Pay  Act  costs 
under  appropriations  to  the  Department  of  about  $36.8  million,  $9.7  million, 
or  over  26  percent,  is  being  absorbed  within  the  respective  appropriations  with- 
out the  necessity  for  seeking  authority  to  transfer  funds  from  other  appropria- 
tions of  the  Department.  We  have  now  reviewed  the  situation  again  to  determine 
what  additional  absorptions  are  possible  in  the  light  of  the  current  status  of 
the  programs  and  funds  concerned.  It  has  been  determined  that  in  some  in- 
stances the  House  reduction  can  be  absorbed,  in  whole  or  in  part.  The  total 
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of  such  additional  absorption  is  $450,000,  thus  bringing  to  over  27  percent  the 
total  absorption  which  can  be  accomplished  within  the  respective  appropriations 
as  supplemented  by  the  amounts  provided  in  the  House  bill.  In  some  instances, 
the  further  absorptions  will  probably  require  some  transfers  between  appro- 
priations within  the  agencies  concerned  under  the  7 percent  interchange  au- 
thority presently  available  in  the  Department’s  Organic  Act  of  1944.  We  are 
requesting  the  restoration  of  the  House  cut  only  in  those  instances  where  we 
believe  failure  to  do  so  would  have  a detrimental  effect  on  the  programs  con- 
cerned. The  situation  with  respect  to  each  item  is  described  in  the  attached 
amendments. 

Operating  plans  for  the  year  were  developed  on  the  basis  of  carrying  out 
the  programs  envisioned  by  the  Congress  in  the  approval  of  appropriations  for 
1959.  Funds  were  apportioned  on  a deficiency  basis  in  the  expectation  that 
necessary  additional  amounts  would  be  provided  for  Pay  Act  costs.  This  late 
in  the  fiscal  year  it  is  impossible  to  absorb  further  amounts  in  these  items 
without  impairing  the  programs.  Accordingly,  we  strongly  urge  that  the  re- 
quested amendments  to  the  House  bill  be  approved  by  the  Senate. 

With  the  exceptions  referred  to  above,  the  bill  as  passed  by  the  House  is 
satisfactory  to  the  Department.  We  are  not  requesting  restoration  of  the 
House  cuts  in  several  items,  such  as  funds  for  meat  inspection,  poultry  inspec- 
tion, and  administrative  expenses  for  the  Commodity  Credit  Corporation  be- 
cause developments  subsequent  to  the  submission  of  the  Budget  estimates  now 
make  it  appear  that  the  currently  planned  work  can  be  accomplished  with  the 
funds  provided  in  the  House  bill. 

Representatives  of  the  Department  will  be  glad  to  appear  before  your  com- 
mittee to  discuss  these  items  in  more  detail. 

Sincerely  yours, 


True  D.  Morse,  Acting  Secretary. 


Department  of  Agriculture 

Second  supplemental  appropriation  bill,  1959  (H.R.  5916),  budget  estimates,  House 

bill,  and  requested  restorations  by  Senate 


Page 

and 

line 


Budset 

estimates 


House  bill 


Title  I 


2,9 


2,12 

2,15 


3,5 


3,17 

3,22 


Agricultural  Research  Service: 

Salaries  and  expenses: 

Research: 

For  humane  slaughter  re- 
search..  

For  pay  act  costs  (trans- 
fer)  

Plant  and  animal  disease  and 
pest  control:  For  pay  act 

costs  (transfer)  

Meat  inspection:  For  pay  act 

costs  (transfer) 

Extension  Service: 

Cooperative  extension  work,  pay- 
ments and  expenses: 

For  pay  act  costs  (transfers).. 
For  postal  rate  increase  costs 

(transfer) 

Agricultural  Conservation  Program 
Service  (limitation  on  administra- 
tive expenses) : 

For  pay  act  costs 

For  postal  rate  increase  costs 

Agricultural  Marketing  Service: 
Marketing  research  and  service: 
Marketing  research  and  agri- 
cultural estimates: 

For  pay  act  costs  (trans- 
fer)..  

For  postal  rate  increase 
costs  (transfer) 


$100,  000 
[4,  074. 110] 

[3,  666,  700] 

[2,  423,  000] 

[2, 180, 700] 

[1,  899,  000] 

[1, 709. 100] 

[162,  255] 

[146, 000] 

[622,  827] 

[622,  827] 

[410,  860] 
[184,  090] 

[369,  910] 
[184,  090] 

[1,  082,  311] 

[974. 100] 

[170,  000] 

[170,  000] 

Decrease  in 
House  bill 

Requested 
restorations 
by  Senate 

-$100,  000 

+$100,  000 

[-407, 410] 

[+407, 410] 

[-242, 300] 

[+242, 300] 

[-189, 900] 

[-16,255] 

[+16,255] 

[-40,  950] 

[-108, 211] 

[+64,  000 
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St  roud  supplemental  appropriation  bill,  1959  ( H.R . 5916),  budget  estimates,  House 
bill,  and  lequested  restorations  by  Senate — Continued 


Page 

and 

line 


Title  I — Continued 

Agriculture  Marketing  Service— Con. 
Marketing  research  etc. — Con. 

4, 1 Marketing  services: 

For  poultry  inspection 

For  increased  costs  of 
leased  wire  service: 


By  appropriation 

By  transfer 

Total,  increase  for 
leased  wire  serv- 
ice  


4.9 


4.17 


4, 19 


6,8 

6.12 


For  pay  act  costs  (trans- 
fer)  

For  postal  rate  increase 

costs  (transfer) 

Conservation  reserve  program  (limi- 
tation on  administrative  expenses): 

For  pay  act  costs 

For  postal  rate  increase  costs 

Commodity  Stabilization  Service: 
Acreage  allotments  and  market- 
ing quotas  (limitation  on  trans- 
fer to  sec.  392) : 

For  pay  act  costs 

For  postal  rate  increase  costs.. 
Special  activities:  Reimbursement  to 
Commodity  Credit  Corporation  for 
costs  of  special  activities  (Public 
Law  480  program.  International 

Wheat  Agreement,  etc.)  in  1958 

Commodity  Credit  Corporation,  ad- 
ministrative expense  limitation: 

To  meet  increased  workload. 

For  pay  act  costs 

Office  of  Information,  salaries  and  ex- 
penses: 

For  pay  act  costs  (transfer). 

For  postal  rate  increase  costs 
(transfer) 


Forest  Service: 

6, 18  Forest  protection  and  utilization: 
Forest  land  management: 
For  fighting  forest  fires: 

By  appropriation 

By  transfer 


Total  for  fighting 
forest  fires 


For  pay  act  costs  (trans- 
fer)  

6.21  Forest  research:  For  pay  act 

costs. 

6. 22  State  and  private  forestry  co- 

operation: For  pay  act  costs . 

Total,  title  I: 

Appropriations 

Transfers  and  increas- 
es in  limitations 


Budeet 

estimates 

House  bill 

Decrease  in 
House  bill 

Requested 
restorations 
by  Senate 

$600, 000 

-$600,000 

26,000 

-26,  000 
[+20,  000] 

[$20.  000] 

26,  000 

20,  000 

-6. 000 

[1,  763.  967] 
[311.  000] 

[225.  770] 
[82.  980] 

[1,  587,  600] 
[311. 000] 

[203.  2201 
[82,  980] 

[-176, 367] 

[+$36. 000] 

[-22,  5501 

[ 3 

[ ] 

[- 1 

[492,  7001 
[13,  500] 

[443.  4001 
[13.  500] 

[-49.  3001 
[ 1 

[+49, 300] 
[ ] 

1,  336,  754.  811 

1, 336.  754. 811 

[2,  000,  0001 
[2.  669,  000] 

[1.800.000! 
[2,  402,  000] 

[-200.  0001 
[-267,  000] 

r I 

t - ] 

[59,  000] 

~ [53, 100] 

[-5.  900] 

[+5. 900] 

[18.  000] 

[18.  0001 

f ] 

[ ] 

7.  393.  800 
[1,  106.  200] 

6.  850,  600 
[1.649.  400] 

-543  200 
[+543,  200] 

+543,  200 
[-543,  200] 

8,  500.  000 

8,  500,  000 

[4,  326,  000] 
1,  003,  400 
102.  800 

[3.  782,  800] 
1,  003,  400 
102.  800 

[-543,  200] 

[+543,  200] 

1,  345.  980.  811 

1.  344,711.611 

-1, 269,200 

+643.  200 

24,  096.  570 

22,  390,  427 

-1,  706,  143 

+821, 165 
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Second  supplemental  appropriation  bill,  1959  ( H.R . 5916),  budget  estimates,  House 
bill,  and  requested  restorations  by  Senate — Continued 


Page 

and 

line 

Budget 

estimates 

House  bill 

Decrease  in 
House  bill 

Requested 
restorations 
by  Senate 

Title  H 

30, 19 

Farmer  Cooperative  Service:  Trans- 

fer  for  pav  act  costs... 

[$42, 000] 

[$37, 800] 

[-$4, 200] 

[+14,  200] 

30, 22 

Soil  Conservation  Service,  conserva- 

tion  operations:  Transfer  for  pay 

act  costs . . 

[6, 424, 000] 

[5,  781, 600] 

[-642, 400] 

[+642, 400 

31,1 

Foreign  Agricultural  Service:  Trans- 

fer  for  pay  act  costs  ..  . 

[257, 800] 

[232, 020] 

[-25, 780] 

31,4 

Commoditjr  Exchange  Authority: 

Transfer  for  pay  act  costs..  

[68, 000] 

[61, 200] 

[-6, 800] 

[+4,600] 

31,7 

Federal  Crop  Insurance  Corporation: 

Transfer  for  pay  act  costs  . 

[330, 000] 

[297, 000] 

[—33,  000] 

31,11 

Rural  Electrification  Administra- 

tion:  Transfer  for  pay  act  costs. 

[613,  000] 

[551,  700] 

[-61, 3C0] 

[+61, 300] 

31,14 

Farmers  Home  Administration: 

Transfer  for  pay  act  costs  .. 

[2,  210,  500] 

[1,  989, 450] 

[-221,  050] 

[+221,050] 

31, 17 

Office  of  the  General  Counsel:  Trans- 

fer  for  pay  act  costs  

[267,  500] 

[240,  750] 

[-26,  750] 

31, 19 

Office  of*  the  Secretary:  Transfer  for 

pav  act  costs  . 

[207,  505] 

[186,  755] 

[-20,  750] 

31, 22 

Library:  Transfer  for  pay  act  costs... 

* [62,  600] 

* [56, 340] 

[—6,  260] 

[+6,260] 

Total,  title  II 

[10, 482,  905] 

[9, 434,  615] 

[-1, 048,  290] 

[+939,  810] 

Recapitulation,  titles  I and  II: 

Increases  in  appropriations 

1,  345.  980,  811 

1,344,  711,611 

-1,269,  200 

+643.  200 

Transfers  within  available  funds.. 

28, 170,  575 

26,  028.  942 

-2, 141,633 

+1,711.675 

Increases  in  limitations 

6, 408,  900 

5,  796, 100 

-612,  800 

+49. 300 

' 

Total 

1,380,560,286 

1,  376,  536,  653 

-4,  023, 633 

+2,  404, 175 

Note. — Amounts  in  brackets  [ ] represent  proposed  transfers  and  increases  in  limitations  and  are  not 
included  in  totals. 


AGRICULTURAL  RESEARCH  SERVICE 

Salaries  and  Expenses,  Research 

(House  hearings,  p.  58) 

Appropriation,  1959 $59,  044,  890 


By  transfer 
from  “Con- 
servation 
reserve 
program” 

By  appro- 
priation 

Supplemental  estimate,  1959  (H.  Doc.  58).  

($4, 074, 110) 
(3,  666,  700) 
(407,  410) 

$100, 000 

House  bill  ___  __  ..  ...  ...  ...  ... 

House  reduction . 

100, 000 

(P.  2,  line  9) 

AMENDMENT  REQUESTED 

Page  2,  line  9 : After  the  first  comma,  strike  “$3,666,700,  to”  and  insert  in  lieu 
thereof  “including  not  to  exceed  $35,000  for  alterations  to  the  meat  laboratory 
at  Beltsville,  Maryland,  $4,174,110,  of  which  $4,074,110  shall,”  an  increase  of 
$407,410  by  transfer  and  $100,000  by  appropriation. 
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HOUSE  REPORT 

(P.  2) 

The  House  report  contains  the  following  statement : 

“A  supplemental  appropriation  of  $100,000  is  requested  for  the  Agricultural 
Research  Service  to  develop  and  determine  methods  for  the  humane  slaughter 
of  livestock.  After  careful  consideration  the  committee  recommends  that  no 
appropriation  be  made  in  this  bill  to  initiate  this  activity.  This  is  a new  pro- 
gram and  should  be  viewed  in  relationship  to  the  overall  need  of  the  Depart- 
ment of  Agriculture.  This  will  be  done  when  the  regular  1960  budget  estimates 
are  considered  by  the  Congress  as  the  1960  budget  includes  an  increase  of 
$250,000  for  this  program.” 

JUSTIFICATION 

The  decreases  by  the  House  consist  of  : 

1.  Decrease  of  $100,000  for  research  on  humane  slaughter  methods. — The  need 
for  research  funds  arises  from  the  enactment  of  Public  Law  85-765,  approved 
August  27,  1958,  which  provides  (1)  for  the  designation  by  the  Secretary,  as 
humane,  of  methods  of  slaughter  and  handling  for  the  different  species  of  live- 
stock; (2)  for  establishment  of  means  of  identifying  carcasses  slaughtered  in 
accordance  with  the  act;  (3)  after  June  30,  1960,  for  limitation  of  procurement 
of  livestock  products  by  Federal  agencies  to  only  those  slaughterers  or  proces- 
sors who,  in  all  plants,  use  methods  of  slaughter  and  handling  designated  as 
humane;  and  (4)  for  research  to  develop  and  determine  humane  methods.  As 
authorized  in  the  act,  an  advisory  committee  has  been  appointed,  to  assist  the 
Department  in  carrying  out  this  law. 

One  of  the  principal  needs  is  that  the  administration  of  Public  Law  85-765  will 
not  interfere  with  the  efficient,  orderly,  and  rapid  conversion  of  farm  animals 
into  wholesome  meat  and  meat  food  products.  A large  part  of  the  income  of 
farmers  and  ranchers  is  derived  from  livestock  and  there  is  a continuing  high- 
level  demand  from  consumers  for  meat  and  meat  food  products. 

The  public  meat  supply  is  provided  through  many  packing  plants  both  large  and 
small.  Present  problems  encountered  in  applying  humane  slaughter  methods  tend 
to  operate  against  the  packer  with  smaller  volume  of  slaughter  and  less  capital. 

The  methods  of  humane  slaughter  which  could  be  designated  by  the  Depart- 
ment are  based  chiefly  on  research  by  large  packers  or  manufacturers  of  packing- 
house equipment  in  this  country  or  on  research  in  foreign  countries.  Some 
methods  are  expensive  and  lend  themselves  to  use  primarily  by  those  packers  with 
a large  volume  of  slaughter.  Others  are  not  too  well  adapted  to  operations  in 
this  country.  Moreover,  some  methods  produce  hemorrhages  or  other  tissue 
changes  in  certain  classes  of  animals  which  interfere  with  Federal  meat  inspec- 
tion. There  is  urgent  need  for  research  to  improve  present  methods  or  to  de- 
velop substitute  measures. 

Exploratory  research  shows  an  urgent  need  for  more  intensive  studies  especially 
in  slaughtering  of  hogs  to  meet  the  needs  of  small  packers  for  inexpensive 
equipment.  The  use  of  mechanical  stunners  and  electrical  stunners  on  hogs,  in- 
cluding effects  on  the  carcasses  and  meat,  requires  intensive  study,  and  similar 
problems  occur  with  sheep  and  cattle,  especially  older  animals.  For  research  to 
meet  this  situation  alteration  of  facilities  at  Reltsville,  Md.,  is  needed  for  diversi- 
fied testing  of  slaughtering  procedures  and  of  headling  equipment  both  before  and 
during  slaughter. 

Restoration  also  is  needed  of  the  language  authorizing  alterations  estimated 
at  $35,000  to  the  meat  laboratory  at  Beltsville,  for  research  on  humane  slaughter 
methods.  The  authorization  is  necessary  since  the  amount  involved  exceeds  the 
present  limitation  of  the  appropriation  “Salaries  and  expenses”  which  provides 
that  “the  cost  of  altering  any  one  building  during  the  fiscal  year  shall  not  exceed 
$3,750  or  4 percent  of  the  cost  of  the  building  whichever  is  greater.” 

The  1960  budget  includes  an  increase  of  $250,000  for  this  work.  In  order  to 
provide  for  the  most  effective  research  program  in  1960,  it  is  important  that  the 
supplemental  estimate  for  1959  be  approved.  This  would  enable  the  Department 
to  undertake  the  initial  phases  of  the  work,  including  the  necessary  laboratory 
facilities.  Therefore,  the  Department  recommends  restoration  of  $100,000  for 
this  research,  together  with  the  language  authorizing  the  use  of  $35,000  for 
alterations. 

2.  Decrease  of  $4 07,1/10  for  pay  act  costs  under  Public  Law  85-462. — The  House 
decrease  of  10  percent  in  the  funds  requested  for  meeting  pay  act  costs  would 
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further  reduce  operating  funds  urgently  needed  to  maintain  going  research. 
The  lack  of  adequate  operating  funds  to  support  the  scientific  staff  is  the  most 
critical  problem  of  the  research  program.  It  is  estimated  that  more  adequate 
operating  funds  for  the  procurement  of  equipment,  supplies,  and  necessary  labor 
and  agricultural  aids  would  increase  research  output  from  25  to  50  percent  with- 
out adding  a single  scientist. 

Operating  funds  for  the  research  program  in  fiscal  year  1959  have  already  been 
seriously  reduced  by  the  necessity  for  absorbing  wage  board  increases,  a portion 
($167,000)  of  the  pay  act  costs,  costs  of  converting  General  Services  employees  to 
wage  board,  increased  salary  costs  due  to  Civil  Service  Commission  action  raising 
chemists  and  engineers  to  the  top  step  in  the  grade,  costs  of  additional  research 
work  ($252,500)  directed  by  Congress  to  be  done  in  fiscal  year  1959  but  without 
provision  of  additional  funds,  and  higher  costs  for  equipment,  supplies,  and  other 
operating  items.  The  total  of  such  costs  which  have  been  absorbed  is  estimated 
to  exceed  $1,500,000. 

The  reduction  of  $407,410  made  by  the  House  would  further  seriously  curtail 
important  research  work.  In  the  limited  time  remaining  in  the  fiscal  year,  it 
would  not  be  practicable  to  meet  the  reduction  by  reduction-in-force  procedures. 
It  would  have  to  be  met  by  reducing  seasonal  employment  of  temporary  and  part- 
time  personnel,  foregoing  the  purchase  of  equipment,  supplies,  and  other  operating 
items  needed,  and  leaving  essential  scientific  positions  vacant.  Since  such  reduc- 
tions would  have  to  be  met  during  a critically  important  season,  in  many  cases 
they  would  affect  the  entire  year’s  research  program. 

The  Department  recommends  that  the  reduction  of  $407,410  made  by  the  House 
be  restored. 

AGRICULTURAL  RESEARCH  SERVICE 
Salaries  and  Expenses,  Plant  and  Animal  Disease  and  Pest  Control 

(House  hearings,  p.  58) 


Appropriation,  1959 $50,  632,  000 

Supplemental  estimate.  1959  (H.  Doc.  58 — by  transfer  from  “Con- 
servation reserve  program”) (2,423.  000) 

House  bill (2, 180,  700) 

House  reduction (242,  300) 


(P.  2,  line  12) 

AMENDMENT  REQUESTED 

Page  2,  line  12 : Strike  out  “$2,180,700”  and  insert  in  lieu  thereof  “$2,423,000”, 
an  increase  of  $242,300,  by  transfer. 

JUSTIFICATION 

The  House  decrease  of  $242,300,  or  10  percent  of  the  amount  requested  for 
pay  act  costs,  would  reduce  the  funds  available  for  essential  control  and  eradica- 
tion programs.  The  estimate  of  $2,423,000  already  reflects  the  absorption  of 
$333,000  of  the  total  pay  act  costs  under  this  item  of  $2,756,000.  Thus  the 
House  action  would  have  the  effect  of  requiring  the  absorption  of  over  20  percent 
of  the  total  costs. 

The  Department  would  not  propose  to  make  any  part  of  the  reduction  in 
the  animal  or  plant  quarantine  operations  since  the  workload  in  these  programs 
is  increasing  and  the  capacity  of  the  staff  is  being  stretched  to  the  limit  in  an 
endeavor  to  provide  adequate  inspection.  The  reduction,  therefore,  would  apply 
to  control  and  eradication  programs  which  are  operated  in  cooperation  with 
the  States  and  other  agencies. 

It  is  currently  estimated  that  the  costs  of  certain  programs,  including  those 
for  the  control  of  khapra  beetle,  pink  bollworm,  soybean  cyst  nematode,  and 
scrapie  of  sheep  will  substantially  exceed  original  allocations  for  this  fiscal 
year.  The  exact  needs  for  certain  seasonal  programs,  such  as  for  the  control 
of  grasshoppers,  will  not  be  known  until  later  in  this  fiscal  year.  It  is  esti- 
mated that  the  effect  of  the  House  reduction  will  be  to  curtail  such  programs  as 
brucellosis  and  gypsy  moth  eradication. 

To  avoid  reductions  in  these  programs,  the  Department  recommends  that  the 
reduction  of  $242,300  made  by  the  House  be  restored. 
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Cooperative  Extension  Work,  Payments  and  Expenses,  Federal 

Extension  Service 

(House  hearings,  p.  69) 

Appropriation,  1959 $2,096,540 

Supplemental  estimate,  1959  (H.  Doc.  58 — by  transfer  from  “Pay- 
ments to  States,  Hawaii,  Alaska,  and  Puerto  Rico”) (162,255) 

House  bill (146,000) 

House  reduction (16,255) 

(P.  3,  line  5) 
amendment  requested 

Page  3,  line  5:  Strike  out  “$146,000”  and  insert  in  lieu  thereof  “$162,255”,  an 
increase  of  $16,255,  by  transfer. 


JUSTIFICATION 

The  amendment  requested  would  restore  the  reduction  of  $16,255  made  by 
the  House  in  the  increase  required  to  provide  for  pay  act  costs.  These  funds 
would  be  derived  by  transfer  from  other  funds  available  to  the  Extension 
Service. 

During  recent  years  the  Congress,  State  legislatures  and  county  governments 
have  substantially  increased  their  support  for  extension  work  in  the  States 
and  counties.  The  Department  of  Agriculture  through  the  Federal  Extension 
Service  is  responsible  for  providing  national  leadership  and  assistance  necessary 
to  insure  that  the  total  extension  effort  is  progressive,  productive,  and  efficient. 
Close  liaison  with  research  and  action  agencies  of  the  Department  must  be 
maintained  to  enable  the  Federal  Extension  Service  to  integrate  the  findings  of 
research  and  the  provisions  of  national  agricultural  programs  into  the  educa- 
tional program  of  the  States  and  counties.  The  Federal  Extension  Service  also 
works  closely  with  other  departments  of  Government,  national,  private,  and 
public  organizations  and  groups,  so  that  all  national  efforts  of  significance  be- 
come a part  of  extension  teaching  in  each  State  and  county.  The  resulting  de- 
mands upon  the  staff  of  the  Federal  Extension  Service  in  helping  the  States 
develop  extension  programs  continue  to  increase. 

During  the  past  4 years  there  has  been  no  increase  in  the  Federal  Extension 
Service  appropriation  for  salaries  and  expenses.  Operating  costs  have  con- 
tinued to  rise  during  this  period.  These  increased  costs  have  been  absorbed 
with  the  result  that  the  present  staff  is  not  adequate  to  provide  the  amount 
of  leadership  and  counsel  essential  to  the  conduct  of  a nationwide  educational 
program.  The  Federal  Extension  Service,  in  order  to  keep  within  its  present 
budget,  has  economized  to  the  point  where  it  is  no  longer  able  to  meet  requests 
from  the  States  and  to  help  them  adequately  incorporate  national  research  find- 
ings and  program  facts  into  ongoing  extension  work. 

The  additional  amount  of  $16,255  would  be  derived  by  transfer  from  “Pay- 
ments to  States,  Hawaii,  Alaska,  and  Puerto  Rico”  for  fiscal  year  1959.  Funds 
available  for  transfer  result  primarily  from  failure  of  Puerto  Rico  to  certify 
a portion  of  the  prescribed  amount  of  matching  funds  as  required  by  the  Smith- 
Lever  Act. 

The  House  cut,  together  with  the  absorption  of  $11,784  in  pay  act  costs  pro- 
vided in  the  budget  estimates,  would  result  in  total  absorption  of  over  16  per- 
cent of  the  total  costs  of  $174,039. 

The  Department,  therefore,  recommends  the  restoration  of  the  $16,25o 
requested  in  the  supplemental  estimate. 


AGRICULTURAL  MARKETING  SERVICE 
Marketing  Research  and  Agricultural  Estimates 


(House  hearings,  p.  82) 

Appropriation,  1959 — 

Supplemental  estimate,  1959  (H.  Doc.  58— by  transfer  from  ‘Con- 
servation reserve  program”) 

House  bill 

House  reduction 


$14, 195,  000 

(1,  252,  311) 
(1, 144, 100) 
(108,  211) 
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(P.  3,  line  22) 

AMENDMENT  REQUESTED 

Page  3,  line  22 : Strike  out  “$1,144,100”  and  insert  in  lieu  thereof  “1,208,100”, 
an  increase  of  $64,000,  by  transfer. 

JUSTIFICATION 

A partial  restoration  of  the  reduction  made  by  the  House  is  requested  to  meet 
increased  pay  costs  resulting  from  the  Pay  Act  of  1958  in  the  crop  reporting 
and  marketing  research  programs.  The  restoration  of  $64,000  of  the  House 
reduction  is  requested  for  this  purpose.  The  estimate  as  submitted  was  based 
on  the  absorption  of  $116,689  of  the  total  pay  act  cost  of  $1,199,000  under 
this  subappropriation.  On  the  basis  of  the  partial  restoration  now  requested,  the 
absorption  would  amount  to  $160,900,  or  over  13  percent  of  the  total  cost. 

The  farmer  needs  every  possible  assistance  to  guide  him  in  making  planting, 
harvesting,  and  marketing  decisions.  Under  present  economic  conditions, 
farmers,  dealers,  handlers,  and  processors  are  making  greater  use  than  ever 
of  the  basic  data  provided  them  through  the  crop  and  livestock  estimating 
service.  Continuous  efforts  are  made,  to  the  extent  resources  will  permit,  to 
improve  the  reliability  and  usefulness  of  these  reports.  Absorption  of  the  full 
reduction  will  seriously  impede  further  progress  in  this  important  service  to 
farmers. 

Research  in  agricultural  marketing  has  lagged  far  behind  research  in  agri- 
cultural production.  This  has  been  recognized  by  the  Congress  and  during  the 
10  years  from  1947  to  1957,  additional  appropriations  were  provided  to  step  up  this 
program.  Substantial  progress  has  been  made  and  important  results  are  be- 
coming available.  As  projects  are  completed,  the  available  resources  are  chan- 
neled into  new  projects  with  high  priority  which  will  provide  the  most  wide- 
spread benefit.  Cooperative  and  contractual  arrangements  are  used  to  the 
greatest  extent  feasible.  Further  absorption  would  mean  curtailment  at  a 
time  when  the  work  is  so  urgently  needed. 

Therefore,  the  Department  recommends  that  $64,000  of  the  House  reduction 
to  restored. 


AGRICULTURAL  MARKETING  SERVICE 
Marketing  Services 


(House  hearings,  p.  82). 

Appropriation,  1959 $20,  659,  000 


By  transfer 
from  “Con- 
servation 
reserve 
program” 

By  appro- 
priation 

Supplemental  estimate,  1959  (H.  Doc.  58) 

$2, 074,  967 
1,  918,  600 
156,  367 

$626, 000 

House  bill . 

House  reduction ...  ..  

626, 000 

(P.  4,  line  1) 
amendment  requested 

Page  4,  line  1 : Strike  out  “$1,918,600”  and  insert  in  lieu  thereof  “$1,954,600”, 
an  increase  of  $36,000,  by  transfer. 


justification 

The  House  reduction  in  the  supplemental  estimate  under  this  subappropriation 
affected  three  items : Increased  pay  costs,  compulsory  poultry  inspection,  and  the 
market  news  leased  wire  service. 

Pay  Act  costs. — A restoration  of  $36,000  of  the  reduction  made  by  the  House  is 
requested  to  permit  meeting  increased  pay  costs  resulting  from  the  Pay  Act  of 
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1958  In  the  Market  News  Service  and  the  Grain  Standards  Act  project  where 
sufficient  funds  are  not  otherwise  available.  As  submitted,  the  budget  estimate 
contemplated  the  absorption  of  $118,128  of  the  total  Pay  Act  costs  of  $1,882,095 
under  this  Misappropriation.  If  the  partial  restoration  now  requested  is  allowed 
the  absorption  would  be  $258,495,  or  over  13  percent  of  the  total  costs. 

Restoration  of  the  requested  $36,000  is  necessary  to  maintain  essential  program 
work  in  grain  inspection  and  market  news. 

Grain  production  and  supplies  are  now  at  record  levels.  Unceasing  efforts  are 
being  made  to  market  these  huge  supplies  both  at  home  and  abroad.  This  has 
increased  substantially  the  workload  under  the  Grain  Standards  Act.  The  De- 
partment is  responsible  for  supervising  inspection  to  assure  uniform  and  correct 
determination  of  quality,  performing  appeals  from  the  original  grading,  and 
handling  violations  under  the  act.  Absorption  of  the  House  cut  in  this  work 
would  have  a serious  impact  on  these  already  overtaxed  facilities. 

Because  of  the  wide  geographic  dispersion  of  the  commodity  market  news  serv- 
ices manned  to  a large  extent  by  a one  technical-one  clerk  staff,  it  is  extremely  dif- 
ficult to  absorb  any  increased  personal  services  costs  without  adverse  program 
effects.  The  funds  for  this  program  are  closely  budgeted.  With  the  frequent 
need  to  provide  relief  employment  in  order  to  report  a market  on  schedule  and 
with  rising  costs  because  of  the  more  than  normal  amount  of  nonpersonal  service 
items  such  as  communications,  paper,  stencils,  reproduction  and  addressograph 
equipment,  little  flexibility  is  available  for  fund  adjustments  between  objects  of 
expenditures. 

Accordingly,  the  Department  requests  the  restoration  of  $36,000  of  the  cut 
made  by  the  House.  j 

Compulsory  poultry  inspection. 

Additional  information  and  experience  under  the  poultry  products  inspection 
program  subsequent  to  the  presentation  of  the  supplemental  budget  estimate 
has  reflected  a decrease  in  the  number  of  plants  requiring  inspection  during  the 
latter  months  of  this  fiscal  year  and  a decrease  in  the  number  of  personnel  re- 
quired for  some  of  the  plants  that  are  operating  below  their  planned  eviscerating 
capacity.  Principally  for  these  reasons  it  is  now  believed  that  inspection  can  be 
extended,  within  the  funds  currently  available,  to  all  poultry  evisceration  and 
slaughter  plants  under  the  jurisdiction  of  the  act  for  the  remainder  of  this  year. 
Accordingly,  restoration  of  the  $600,000  supplemental  for  this  purpose  is  not 
requested. 

M arket  news  leased  wire  service. 

The  House  eliminated  the  requested  increase  of  $26,000  in  the  appropriation 
and  provided  in  lieu  thereof  a transfer  of  $20,000.  The  effect  of  the  House  action, 
therefore,  is  to  reduce  the  estimate  by  $6,000. 

Restoration  of  the  $6,000  reduction  is  not  being  requested.  Although  this  is 
a required  cost  resulting  from  increased  rates  authorized  by  the  Federal  Com- 
munications Commission  for  leased  teletype  facilities,  this  additional  cost  above 
the  amount  provided  in  the  House  bill  will  be  met  during  the  current  fiscal  year 
through  internal  adjustments  within  this  subappropriation. 


COMMODITY  STABILIZATION  SERVICE 

Acreage  Allotments  and  Marketing  Quotas 

(House  hearings,  pp.  107-108,  115-117) 
[Limitation  on  transfers  to  sec.  392] 


Appropriation  act,  1959 $6,380,100 

Supplemental  estimate,  1959  (H.  Doc.  58) (6,  886,300) 

House  bill (6,  837,  000) 

House  reduction (49,300) 


(P.  4,  line  17) 

AMENDMENT  REQUESTED 

Page  4,  line  17 : Strike  out  “$6,837,000”  and  insert  in  lieu  thereof  “$6,886,300”, 
an  increase  of  $49,300,  in  limitation. 
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JUSTIFICATION 

The  House  reduction  on  the  amount  which  may  be  transferred  to  the  appro- 
priation account,  “Administrative  expenses,  section  392,  Agricultural  Adjustment 
Act  of  1938”  fails  to  provide  the  amount  required  to  cover  mandatory  pay  in- 
creases and  related  costs  pursuant  to  Public  Law  85-462. 

Costs  pursuant  to  Public  Law  S5-462  have  been  paid  for  9 months  of  the  fiscal 
year  1959  on  the  assumption  that  the  increase  in  the  limitation  would  be  ap- 
proved. The  total  estimated  requirements  for  pay  increases  and  related  costs 
were  computed  on  the  basis  that  for  the  fiscal  year  1959,  810  average  annual  posi- 
tions in  the  Washington  and  State  offices  would  be  chargeable  to  the  acreage 
allotment  and  marketing  quota  appropriation. 

The  House  action  coming  at  this  late  date  in  the  fiscal  year  means  that  the 
cut  would  have  to  be  applied  in  the  fourth  quarter.  In  order  to  absorb  the  cut 
it  will  be  necessary  to  curtail  drastically  expenditures  for  other  objects  such  as 
travel,  communications,  etc.  Because  of  the  variation  in  dates  by  which  pro- 
grams must  be  announced  and  in  the  planting  and  harvesting  seasons,  as  well 
as  the  timing  of  marketing  years,  the  heaviest  workload  falls  in  the  first  and 
fourth  quarters  of  a fiscal  year. 

The  appropriation  for  the  fiscal  year  1959  is  $1  million  less  than  the  amount 
available  for  the  fiscal  year  1958.  Along  with  this  decrease  in  funds,  the  cost  of 
some  of  the  additional  work  on  cotton  resulting  from  the  Agricultural  Act  of 
1958  is  being  absorbed.  Such  work  includes  (a)  apportioning  the  national  acre- 
age reserve  of  310,000  acres  among  States  and  counties;  (&)  holding  instruc- 
tional meetings  with  State  and  county  office  personnel  to  discuss  the  programs 
for  1959  and  1960  and  any  changes  necessary  in  program  operations ; (c)  explain- 
ing program  provisions  to  farmers;  (tf)  recomputing  each  farm  acreage  allot- 
ment to  provide  for  the  40-percent  increase  ; ( e ) renotifying  farmers  of  the  allot- 
ment under  each  choice  provided  in  the  act  and  requesting  them  to  notify  the 
ASC  committee  of  their  choice;  (/)  reviewing  and  recording  the  choice  made  by 
farmers  and  preparing  periodic  reports  of  the  signup;  ( g ) issuing  instructions 
and  procedures  covering  the  1959  and  1960  programs;  and  ( h ) printing  special 
allotment  notices  to  be  used  solely  for  cotton.  Also  being  absorbed  is  the  cost  of 
additional  work  incident  to  the  addition  of  140  counties  and  3 new  States  in  the 
commercial  wheat-producing  area. 

Performance  checking  on  the  1959  crop  of  most  commodities  will  begin  in  the 
fourth  quarter.  The  House  cut,  therefore,  would  most  likely  be  applied  against 
performance  work  at  the  State  level,  including  spot  checks  made  by  ASC  State 
office  personnel.  This  would  not  be  desirable,  since,  to  be  effective,  spot  checks 
should  be  made  as  soon  as  possible  after  performance  checking  begins  to  be  sure 
that  the  work  is  being  done  in  line  with  prescribed  procedures.  It  is  essential 
that  checking  be  accurate,  since  only  those  producers  who  comply  with  their 
acreage  allotments  are  entitled  to  marketing  cards  which  enable  them  to  market 
their  crop  without  penalty. 

Restoration  of  the  House  reduction  of  $49,300  is  recommended  by  the  Depart- 
ment. 

OFFICE  OF  INFORMATION 


Salaries  and  Expenses 

Appropriation,  1959 $1,  354,  665 

Supplemental  estimate,  1959  (II.  Doc.  58,  by  transfer  from  “Conser- 
vation reserve  program”) (77,000) 

House  bill (71, 100) 

House  reduction (5,  900) 


(P.  6,  line  12) 

AMENDMENT  REQUESTED 

Page  6,  line  12 : Strike  out  “$71,100”  and  insert  in  lieu  thereof  “$77,000”,  an 
increase  of  $5,900,  by  transfer. 

JUSTIFICATION 

The  amendment  requested  would  restore  the  reduction  of  $5,900  made  by  the 
House  in  the  transfer  requested  to  provide  for  pay  act  costs. 

The  effect  of  the  House  action  would  require  sharp  cuts  in  personnel  or  reduc- 
tion in  printing  funds,  most  of  which  are  used  to  supply  requests  of  Members  of 
Congress. 
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About  GO  percent  of  the  funds  of  the  Office  are  obligated  for  salaries  and  other 
c x j ) ( “ 1 1 s ( 1 < , and  about  40  percent  for  printing.  Curtailment  of  scheduled  reprint- 
ing of  farmers’  bulletins  for  congressional  distribution  would  be  necessary. 
Printed  lists  of  these  publications  have  been  made  available  to  Members  of 
Congress  and  orders  from  these  lists  are  now  coming  in.  If  reprints  are  cur- 
tailed because  of  the  House  action,  the  orders  cannot  be  supplied  in  full. 

At  the  beginning  of  fiscal  year  1959,  the  stocks  of  publications  were  the  lowest 
they  had  been  in  many  years,  and  the  Office  by  administrative  action  adjusted 
its  operating  budget  to  reduce  all  other  obligations  to  provide  additional  funds 
urgently  needed  to  replenish  the  stocks  of  farmers’  bulletins,  which  had  been 
depleted  by  the  increased  demands  from  Members  of  Congress,  the  State  and 
county  extension  services,  and  the  general  public. 

The  Office  has  already  absorbed  $9,800  of  the  pay  increase  costs  by  not  filling 
vacancies  as  they  have  occurred.  This  was  more  than  10  percent  of  the  total 
costs  of  $68,800.  Therefore,  the  House  cut  represents  about  25  percent  of  the 
total  costs. 

As  a number  of  the  program  activities  of  the  Office  of  Information  are  a one- 
man  type  of  operation,  such  as  providing  reporting  services  to  farm  magazine 
editors,  women’s  and  food  page  editors,  radio  farm  directors,  etc.,  a further  de- 
crease in  funds  would  be  impractical,  as  it  would  completely  eliminate  many  of 
those  vitally  important  services  in  disseminating  agricultural  information. 

The  Department  recommends  restoration  of  the  House  cut. 


FARMER  COOPERATIVE  SERVICE 
Salaries  and  Expenses 

Appropriation,  1959 $578,000 

Supplemental  estimate,  1959  (H.  Doc.  90,  by  transfer  from  “Conserva- 
tion reserve  program”) (42,000) 

House  bill : (37,800) 

House  reduction (4,  200) 

(P.  30,  line  19) 

AMENDMENT  REQUESTED 

Page  30,  line  19 : Strike  out  “$37,800”  and  insert  in  lieu  thereof  “$42,000”,  an 
increase  of  $4,200,  by  transfer. 

JUSTIFICATION 

The  amendment  requested  would  restore  the  reduction  of  $4,200  made  by  the 
House  in  the  transfer  proposed  to  provide  for  pay  act  costs. 

The  above  reduction  would  seriously  impair  the  ability  of  the  Service  to  render 
assistance  to  farmers  and  their  cooperatives  with  their  current  problems  in  de- 
veloping better  integrated  and  stronger  organizations  to  give  farmers  increased 
bargaining  power  and  greater  operating  efficiency. 

Changes  in  agricultural  production  and  marketing  are  causing  farmers  to  de- 
mand increased  assistance  in  the  reorganization  and  consolidation  of  existing 
associations  and  in  the  establishment  of  new  marketing  and  bargaining  coopera- 
tives. 

The  supplemental  estimate  of  $42,000  already  reflected  the  absorption  of  $5,025 
of  the  1959  pay  act  costs,  or  more  than  10  percent.  The  House  cut  of  $4,200 
would  result  in  a total  absorption  of  nearly  20  percent  of  the  total  costs.  Since 
it  is  not  practicable  to  make  further  reductions  in  employees  this  late  in  the  fiscal 
year,  the  House  reduction  would  make  it  necessary  to  reduce  assistance  requested 
by  cooperatives  and  restrict  the  issuance  of  publications  reporting  on  the  re- 
search and  advisory  work  of  the  Service. 

Full  restoration  of  the  budget  request  will  permit  the  Department  to  continue 
to  carry  on  effectively  this  important  assistance  to  farmers  and  their  cooperatives. 
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SOIL  CONSERVATION  SERVICE 
Conservation  Operations 

Appropriation,  1959 $74,  780,  000 

Supplemental  estimate,  1959  (H.  Doc.  90  by  transfer  from  “Con- 

- serration  preserve  program”) (6,424,000) 

House  bill (5,  781,  000) 

House  reduction (642,  400) 


(P.  30,  line  22) 

AMENDMENT  REQUESTED 

Page  30,  line  22 : Strike  out  “$5,781,600”  .and  insert  in  lieu  thereof  “$6,424,- 
000”,  an  increase  of  $642,400,  by  transfer. 

JUSTIFICATION 

The  amendment  requested  would  restore  the  reduction  of  $642,400  made  by 
the  House  in  the  transfer  proposed  to  provide  for  pay  act  costs. 

The  $642,400  decrease  proposed  in  the  House  bill  comes  late  in  the  fiscal  year 
with  only  about  3 months  of  operations  remaining.  If  all  except  key  positions 
becoming  vacant  through  normal  turnover  during  the  next  3 months  were  left 
vacant  for  the  remainder  of  the  fiscal  year,  the  total  savings  (assuming  30  days 
lump-sum  leave  payment  for  each  employee)  would  not  amount  to  more  than 
about  $75,000.  Prescribed  reduction-in-force  procedures  to  reduce  permanent 
staff  could  not  be  carried  out  in  sufficient  time,  considering  lump-sum  leave  pay- 
ments that  would  have  to  be  made,  to  effect  any  further  savings  in  permanent 
personal  services. 

“Grounding”  employees  whose  primary  duties  require  rural  travel  to  farms 
and  ranches  in  pickup  trucks  obviously  is  not  desirable.  Therefore,  the  re- 
maining amount  of  the  reduction  would  have  to  be  made  in  travel  expense  of 
technical  specialists  and  supervisory  personnel  who  assist  field  staffs,  in  planned 
spring  employment  of  seasonal  field  aids,  in  planned  purchase  of  replacement 
equipment,  and  in  general  curtailment  of  communication,  supply,  and  other 
expense. 

A savings  of  about  $350,000  could  be  made  by  reducing  travel  expense  for  the 
remainder  of  the  fiscal  year  by  50  percent.  This  would  require  deferment  of 
some  transfers  of  personnel,  elimination  of  some  training  and  other  important 
technical  conferences,  curtailment  of  travel  of  technicians  who  provide  special- 
ized assistance  to  local  field  staffs  on  soil  and  water  conservation  and  land-use 
problems,  and  drastic  reduction  in  supervisory  and  management  assistance. 

About  $125,000  of  the  needed  reduction  would  be  secured  by  reducing  by  25 
percent  the  planned  spring  employment  of  seasonal  engineering  and  conserva- 
tion aids.  These  part-time  employees  are  normally  employed  during  each  spring 
season  to  assist  farmers  and  ranchers  in  soil  conservation  districts  to  install 
planned  soil  and  water  conservation  practices.  This  is  work  that  usually  can- 
not be  deferred  until  summer  because  it  must  be  done  during  the  noncrop 
season. 

The  remaining  $92,400  of  the  reduction  made  would  have  to  be  secured  by 
eliminating  the  purchase  of  urgently  needed  replacement  of  transportation  and 
other  equipment  and  by  reducing  communication  costs  and  the  purchase  of 
needed  office  supplies.  Nonnersonal  service  items  of  expense  have  always  been 
maintained  at  a minimum  in  the  Soil  Conservation  Service  in  order  to  provide 
the  maximum  amount  of  assistance  to  farmers  and  ranchers.  About  85  per- 
cent of  this  appropriation  is  budgeted  for  personal  service  costs. 

Full  restoration  of  the  amount  of  the  budget  estimate  is  requested  to  permit 
orderly  and  efficient  servicing  of  requests  for  assistance  which  are  on  hand  and 
which  far  exceed  the  ability  of  the  Soil  Conservation  Service  to  accomplish  with 
its  present  staff. 
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COMMODITY  EXCHANGE  AUTHORITY 
Salaries  and  Expenses 

Appropriation,  1959 $832,000 

Supplemental  estimate,  1959  (H.  Doc.  90,  by  transfer  from  “Con- 
servation reserve  program”) (68,000) 

House  bin (61,200) 

House  reduction (6, 800) 

(P.  31,  line  4) 

AMENDMENT  REQUESTED 

Page  31,  line  4:  Strike  out  “$61,200”  and  insert  in  lieu  thereof  “$65,800”,  an 
increase  of  $4,600,  by  transfer. 

JUSTIFICATION 

The  amendment  requested  would  restore  $4,600  of  the  reduction  of  $6,800  made 
by  the  House  in  the  transfer  to  provide  for  pay  act  costs. 

The  House  action  in  reducing  the  estimate  can  be  partly  met  by  leaving  un- 
filled through  June  30,  1959,  one  vacancy  which  has  arisen  since  the  submission 
of  the  request  for  supplemental  appropriation  and  continuing  an  employee  on 
leave  without  pay,  making  it  possible  to  absorb  $2,200  of  the  House  reduction. 

The  supplemental  estimate  of  $88,000  for  pay  act  costs  reflected  the  absorption 
of  $9,500  of  such  costs,  or  over  12  percent.  A further  reduction  of  $4,600  would 
result  in  a total  absorption  of  more  than  20  percent. 

Further  reduction  in  personnel  during  the  remainder  of  fiscal  1959  would 
cripple  the  CEA  enforcement  program  at  a time  when  regulatory  proceedings 
are  being  vigorously  contested  and  activity  in  the  commodity  futures  market 
is  requiring  extensive  investigation. 

The  Department,  therefore,  recommends  the  restoration  of  $4,600  of  the 
House  cut.  , 

RURAL  ELECTRIFICATION  ADMINISTRATION 


Salaries  and  Expenses 

Appropriation,  1959 $9,  019,  000 

Supplemental  estimate,  1959  (H.  Doc.  80,  by  transfer  from  “Con- 
servation reserve  program”) (613,000) 

House  bill (551,700) 

House  reduction (61,300) 


(P.  31,  line  11) 
amendment  requested 

Page  31,  line  11 : Strike  out  “$551,700”  and  insert  in  lieu  thereof  “$613,000”,  an 
increase  of  $61,300,  by  transfer. 

JUSTIFICATION 

The  amendment  requested  would  restore  the  reduction  of  $61,300  made  by 
the  House  in  the  transfer  proposed  to  provide  for  Pay  Act  costs. 

The  House  reduction  would  make  it  impossible  to  operate  within  the  adminis- 
trative funds  available  for  the  remainder  of  this  fiscal  year,  unless  immediate 
action  is  taken  to  curtail  drastically  REA  operations  in  the  field. 

At  the  beginning  of  the  fiscal  year  REA  revised  its  operating  plan  for  the  year 
to  accomplish  a 20  percent  reduction,  from  $765,000  to>  $613,000,  in  the  amount 
of  supplemental  funds  required  to  meet  the  increased  pay  costs.  This  was  to  be 
accomplished  through  a reduction  in  staff  throughout  the  year  from  1,033  people 
on  July  1, 1958,  to  980  people  on  June  30,  1959,  and  a strict  limitation  on  all  other 
operating  expenses  during  the  fiscal  year. 

As  a result,  the  supplemental  estimate  of  $613,000  was  based  on  the  absorption 
of  $126,350  of  the  total  Pay  Act  costs  of  $739,350,  or  about  17  percent.  The 
House  cut  of  $61,300  would  result  in  total  absorptions  of  pay  act  costs  of  over 
25  percent. 
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A complete  reevaluation  of  the  need  for  administrative  funds  for  the  remainder 
of  this  fiscal  year,  as  of  March  1,  1959,  indicated  that  the  reduction  in  staff 
along  with  curtailment  of  all  other  expenses  to  a minimum  level,  would  enable 
REA  to  complete  the  year  if  the  anticipated  supplemental  appropriation  of 
$613,000  were  approved. 

The  House  cut  would  require  a drastic-  curtailment  in  REA  operations  through 
reductions  in  force  or  in  necessary  field  travel.  At  this  late  date  in  the  fiscal 
year  the  reduction  in  staff  would  have  to  be  very  substantial  because  of  the  lump 
sum  payments  which  must  be  made  to  such  separated  employees  for  their  unused 
annual  leave.  Such  a deep  cut  in  personnel  would  make  it  impossible  to  per- 
form essential  services.  The  workload  of  both  the  electric  and  telephone 
programs  is  now  being  handled  with  little  more  than  1,000  man-years — a steady 
decrease  from  about  1,150  man-years  of  employment  for  the  electric  program 
alone  in  fiscal  year  1950. 

If  the  additional  10  percent  reduction  in  funds  must  be  accomplished  it  will 
likely  have  to  be  done  by  eliminating  travel  by  REA  employees  to  the  field. 
This  would  have  the  effect  of  practically  bringing  the  REA  activities  in  the  field 
to  a standstill  for  the  next  3.  months.  Further,  this  would  mean  that  the  Govern- 
ment would  paying  salaries  to  these  people  of  approximately  $125,000  for  the 
period  during  which  they  would  be  held  at  headquarters. 

With  the  restrictions  that  have  been  necessary  to  accomplish  the  absorption 
of  increased  pay  costs  provided  for  in  the  budget  request  of  $613,000  in  supple- 
mental funds,  the  Rural  Electrification  Administration  is  in  an  extremely 
limited  position  to  make  further  savings  during  the  remainder  of  the  year  except 
through  a drastic  curtailment  of  its  field  activities. 

Therefore,  the  Department  recommends  the  restoration  of  the  House  cut. 

FARMERS  HOME  ADMINISTRATION 
Salaries  and  Expenses 

Appropriation,  1959 $29,  089,  500 

Supplemental  estimate,  1959  (H.  Doc.  90,  by  transfer  from  “Con- 
servation reserve  program”) (2,210,500) 

House  bill (1,989,450) 

House  reduction (221,  050) 

(P.  31,  line  14) 

AMENDMENT  REQUESTED 

Page  31,  line  14 : Strike  out  “$1,989,450”  and  insert  in  lieu  thereof  “$2,210,500”, 
an  increase  of  $221,050,  by  transfer. 

JUSTIFICATION 

The  amendment  requested  would  restore  the  reduction  of  $221,050  made  by  the 
House  in  the  proposed  transfer  to  provide  for  pay  act  costs. 

The  reduction  of  $221,050  would  seriously  hamper  the  administration  of  the 
loaning  and  collection  activities  of  the  Farmers  Home  Administration.  To  absorb 
an  amount  of  this  size  in  the  remaining  period  to  June  30,  1959,  would  require 
almost  complete  curtailment  of  employment  and  drastic  curtailment  in  travel 
expenses.  The  Farmers  Home  Administration  has  been  restricting  employment 
by  outside  recruitment  since  January  16,  1959,  in  order  to  absorb  that  portion  of 
the  pay  act  costs  for  which  funds  were  not  included  in  the  supplemental  estimate. 
About  the  only  outside  recruitment  undertaken  has  been  in  connection  with 
filling  clerical  jobs  in  county  offices  throughout  the  country.  The  largest  turn- 
over in  employment  is  in  these  positions  and  some  of  the  vacancies  must  be  filled  in 
order  to  keep  the  workload  reasonably  current.  Full-time  employment  was 
reduced  by  71  between  December  31,  1958,  and  February  28,  1959. 

The  total  pay  act  costs  for  this  item  in  1959  is  $2,517,000.  The  supplemental 
estimate  reflects  the  absorption  of  $306,500  of  this  amount,  or  more  than  12 
percent.  The  House  cut  of  $221,050  would  result  in  a total  absorption  of  nearly 
20  percent. 

Absorption  of  an  additional  $221,050  could  not  be  accomplished  by  employment 
restrictions  alone  even  if  no  vacant  positions  were  filled.  It  is  doubtful  that  this 
amount  could  be  saved  even  by  a reduction  in  force,  considering  the  cost  of  lump- 


38932—59 


6 


80 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 


sum  payments  to  employees  for  accumulated  leave.  The  only  way  to  assure  the 
savings  would  be  to  restrict  travel  throughout  the  agency  and  particularly  in 
county  offices  where  most  of  this  expense  is  incurred.  The  result  would  be  wholly 
moralistic  from  the  standpoint  of  adequately  reviewing  loan  applications  and 
working  out  farm  and  home  plans  with  applicants  for  loans.  This  must  be  done 
on  the  applicant's  farm,  requiring  at  least  one  visit  for  each  application  reviewed. 
Inability  promptly  to  make  the  required  visit  to  the  applicant’s  farm  would  delay 
the  loanmaking  process  at  least.  In  some  instances,  assistance  to  applicants 
probably  would  be  denied  because  of  the  failure  to  adequately  plan  the  farming 
operations,  inspect  the  proposed  security,  etc. 

The  Department  recommends  restoration  of  the  House  cut. 

LIBRARY 

Salaries  and  Expenses 

Appropriation,  1959 

Supplemental  estimate,  1959  (H.  Doc.  90,  by  transfer  from  “Conser 

vation  reserve  program”) 

House  bill 

House  reduction 

(P.  31,  line  22) 

AMENDMENT  REQUESTED 

Page  31,  line  22:  Strike  out  “$56,340”  and  insert  in  lieu  thereof  “$62,600”, 
an  increase  of  $6,260,  by  transfer. 

JUSTIFICATION 

The  amendment  requested  would  restore  the  reduction  of  $6,260  made  by  the 
House  in  the  proposed  transfer  to  provide  for  pay  act  costs. 

The  House  action  in  reducing  the  supplemental  request  for  the  library  will 
cause  sharp  cuts  in  personnel  at  a time  when  scientists’  needs  for  our  services 
are  the  greatest  in  history.  It  will  be  necessary  for  the  library  to  i educe  its 
staff  not  only  to  absorb  the  reduction,  but  also  to  absorb  lump  sum  payments  for 
annual  leave  credited  to  employees  involved. 

Reduction  in  staff  will  result  in  direct  reduction  in  services  to  research  and 
other  agencies  of  the  Department,  with  the  consequent  possibility  of  duplication 
of  research  already  completed  with  attendant  waste  of  time  and  m<  ney. 

During  the  past  year  attention  from  many  sources  has  been  focused  on  the 
dilemma  of  scientific  libraries.  For  instance,  the  President’s  Science  Advisory 
Committee  in  December  1958,  stated : 

“Our  very  progress  in  science  is  dependent  upon  the  free  flow  of  scientific 
information,  for  the  rate  of  scientific  advance  is  determined  in  large  measure  by 
the  speed  with  which  research  findings  are  disseminated  among  scientists  who 
can  use  them  in  further  research.” 

In  view  of  the  increasing  scope  and  magnitude  of  agricultural  research  in  re- 
cent years  and  the  rapidly  mounting  number  of  scientific  periodicals  which  are 
becoming  available,  the  library  of  the  Department  is  faced  with  a serious  prob- 
lem. The  information  in  these  publications  is  not  being  adequately  made  avail- 
able to  Department  scientists  since  the  staff  of  the  library  is  not  large  enough 
to  process  them.  In  many  instances  the  scientist  must  prepare  his  own  bibliog- 
raphies. whmh  is  wasteful  of  scientific  talent,  or  the  scientist  unknowingly  dupli- 
cates research  already  done  elsewhere  because  he  does  not  have  access  to  the 
published  results  of  such  research. 

The  reduction  by  the  House  would  further  aggravate  this  problem.  Therefore, 
the  Department  recommends  restoration  of  the  House  cut. 

Justifications 

Chairman  Hayden.  The  record  will  also  include  the  original  justi- 
fication for  items  under  appeal.  We  will  consider  the  items  in  the 
appeal  letter,  after  which  the  committee  will  hear  the  Department  on 
new  supplemental  items  which  have  been  transmitted  directly  to  the 
Senate. 


$772,  000 

(62,600) 
(56,  340) 
(6,  260) 
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( The  justifications  refeiTed  to  follow :) 

Agricultural  Research  Service 
Salaries  and  expenses , 1959 
(H.  Doc.  58) 


Appropriation  to  date •'512'.  752.  890 

Obi  gat  ions  to  Deo.  31.  1958 65.  487.  773 

Expenditures  to  Dec.  31,  1958 54,  642,  528 

Budget  estimate  next  fiscal  year 134.  825,  900 

Request S.  496. 110 

By  appropriation 100.  000 

By  transfer 8,  396, 110 

Employment : 

Average  number,  current  appropriation 16.  076 

Average  number  involved  this  estimate 5 

Actual  employment.  Dec.  31.  1958  (including  3.541  fee  basis  veter- 
inarians on  the  brucellosis  eradicatic:.  pn  •gram  i 19.  265 


SUMMARY  OF  NEED  FOR  SUPPLEMENTAL  FUNDS 

As  a result  of  legislation  enacted  since  submission  of  the  fiscal  year  1959 
budget  to  Congress,  additional  funds  are  needed  for  fiscal  year  1959  as  follows : 

1 1 1 8100. '"X)  recommended  to  be  appropriated  to  carry  out  those  provisi  -ns  of 
Public  Law  85-765.  approved  August  27.  195S.  which  directs  the  Secretary  to  con- 
duct research  to  develop  and  determine  methods  of  slaughtering  livestock  which 
are  practicable  with  reference  to  the  speed  and  scope  of  slaughtering  operations 
and  humane  with  reference  to  other  existing  methods  and  current  scientific 
knowledge.  After  June  30.  1960,  no  agency  or  instrumentality  of  the  United 
States  shall  contract  for  or  procure,  except  as  modified  by  the  President  in  a 
declared  emergency,  any  livestock  products  produced  or  processed  by  any 
slaughterer  or  processor  which  in  its  own  or  any  affiliated  plants  slaughters,  or 
handles  for  slaughter,  livestock  by  any  methods  not  designated  and  approved 
by  the  Secretary. 

The  Humane  Slaughter  Advisory  Committee  has  been  established  by  the  Secre- 
tary as  authorized  by  the  act.  It  has  met  and  urges  the  Department  to  speed 
studies  that  would  advance  knowledge  and  improve  methods  of  stunning  and 
anesthetizing  livestock  prior  to  slaughter.  The  purpose  of  this  supplemental 
estimate  is  to  provide  funds  for  such  research. 

( 2 i 88.396.110  recommended  to  be  derived  by  transfer  from  the  appropriation 
‘Conservation  reserve  program."  fiscal  year  1959.  to  finance  that  part  of  in- 
creased salary  and  related  costs  resulting  from  Public  Law  85-462,  which  can- 
not be  absorbed  within  this  appropriation. 

JUSTIFICATION  OF  SUPPLEMENTAL  ESTIMATE 


1.  Research 

Appropriation,  1959 859.044.890 

Supplemental  estimate,  1959 -f  100.  000 

Revised  estimate.  1959 59. 144  890 


An  increase  of  8100.000  for  research  on  humane  slaughter  methods  and  for 
necessary  alterations  to  facilities  for  conducting  such  research. 

yeed  for  increase. — Additional  funds  are  needed  to  carry  out  the  provisions 
of  Public  Law  85-765.  approved  August  27.  195S.  relating  to  the  development  of 
more  humane  methods  of  slaughter  of  livestock.  This  law  was  passed  after 
enactment  of  the  annual  appropriation  act  for  fiscal  year  1959.  The  new  law 
directs  the  Secretary  to  conduct,  assist,  and  foster  research  to  develop  and 
determine  methods  of  slaughter,  and  the  handling  of  livestock  in  eonection  with 
slaughter,  which  are  practicable  with  reference  to  the  speed  and  scope  of 
slaughtering  operations  and  humane  with  reference  to  other  existing  methods 
and  current  scientific  knowledge.  It  establishes  as  a policy  of  the  United  States 
that  livestock  slaughter  and  related  handling  shall  be  carried  out  only  by  humane 
methods.  It  authorizes  establishment  of  a 12-member  advisory  committee  f a ) to 
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make  recommendations  on  research  and  on  methods  of  slaughter  and  handling  for 
each  species  of  livestock,  and  (&)  to  obtain  cooperation  of  the  public,  producers, 
form  organizations,  industry  groups,  humane  associations,  and  Federal  and  State 
agencies  In  the  furtherance  of  research  and  the  adoption  of  improved  methods. 

The  Secretary  is  directed  to  designate  on  or  before  March  1,  1959,  and  at  such 
times  thereafter  as  he  deems  advisable,  methods  of  slaughter  and  handling 
with  respect  to  each  species  of  livestock.  After  June  30,  1960,  no  agency  or 
instrumentality  of  the  United  States  shall  contract  for  or  procure,  except  as 
modified  by  the  President  in  a declared  emergency,  any  livestock  products 
produced  or  processed  by  any  slaughterer  or  processor  which  in  its  own  or  any 
affiliated  plants  slaughters,  or  handles  for  slaughter,  livestock  by  any  methods 
not  designated  and  approved  by  the  Secretary.  Designations  by  the  Secretary 
subsequent  to  March  1,  1959,  shall  become  effective  180  days  after  their  pub- 
lication in  tbe  Federal  Register. 

The  advisory  committee  has  been  appointed  by  the  Secretary,  and  has  recom- 
mended the  steps  to  be  taken  to  meet  those  requirements  of  the  law  which  must 
be  met  by  March  1,  1959.  The  committee  has  endorsed  preliminary  studies 
which  have  been  undertaken  by  the  Department  on  methods  of  slaughter  now 
in  common  practice  and  has  recommended  the  speeding  of  studies  that  would 
advance  knowledge  and  improve  methods  of  stunning  and  anesthetizing  live- 
stock prior  to  slaughter.  The  committee  also  agreed  that  a long-range,  basic 
research  program  should  be  undertaken  to  establish  criteria  for  measuring  pain 
and  insensibility  in  livestock. 

A number  of  methods  for  humane  slaughter  have  been  advocated  by  various 
persons  and  organizations  in  the  past,  such  as  use  of  carbon  dioxide  for  hogs 
prior  to  shackling  and  sticking,  electrical  stunning,  use  of  the  captive  bolt 
pistol,  etc.  There  is  need  to  evaluate  these  methods  of  slaughter  from  the 
standpoint  of  humaneness  and  practicality.  Since  it  is  difficult  to  analyze  and 
compare  the  degree  of  pain  induced  by  various  slaughter  methods,  there  is  no 
easy  guide  as  to  what  is  humane  for  animals.  For  example,  some  experiments 
have  shown  that  animals  appearing  to  be  unconscious  may  be  merely  paralyzed 
and  still  conscious  of  pain.  Research  is  urgently  needed  to  develop  suitable 
methods  for  rendering  animals  and  poultry  actually  unconscious  prior  to 
slaughter. 

Only  limited  studies  have  been  made  of  methods  of  slaughtering  meat  animals. 
In  this  country,  for  the  most  part,  they  have  been  conducted  chiefly  by  packers 
and  dealers  in  packinghouse  equipment. 

Plan  of  v'O'r'k. — Present  methods  for  restraining  and  slaughtering  livestock 
would  be  studied  and  evaluated  as  to  being  both  humane  and  practicable.  Com- 
parative studies  would  be  made  of  the  use  of  various  stunning  measures,  in- 
cluding electrical  stunning.  Anatomical  studies  would  be  undertaken  with  re- 
snect  to  tbe  placing  of  the  blow  designed  for  stunning  and  the  optimum  direc- 
tion and  force  of  the  blow  to  produce  insensibility.  Preliminary  studies  of  the 
uses  of  gases  and  tranquilizers  would  be  undertaken.  The  use  of  various 
moth  oris  for  different  age  groups  and  species  of  slaughter  animals  would  be 
studied. 

The  research  would  involve  travel  to  various  points  in  this  country  and  in 
Europe  to  observe  methods  of  slaughter  which  might  comply  with  the  policy 
stated  in  the  act.  Some  of  the  research  would  be  conducted  through  research 
contracts. 

It  would  be  necessary  to  provide  suitable  facilities  for  certain  of  the  studies. 
These  could  be  provided  by  altering  the  present  meat  laboratory  at  Beltsville, 
Md.  The  cost  is  estimated  at  $35,000;  the  alterations  should  be  completed  as 
somi  as  possible  to  facilitate  the  work. 

In  the  1960  budget  estimates,  an  increase  of  $250,000  is  requested  to  carry  on 
this  research  work. 

2.  Authorization  to  transfer  not  to  exceed  $8,396,110  from  the  appropriation 
for  “Conservation  reserve  program,”  fiscal  year  1959,  to  finance  that  part  of  the 
increased  salary  and  related  costs  resulting  from  Public  Law  85-462  which  can- 
not be  absorbed  within  this  appropriation. 
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A distribution  by  subappropriations  of  the  amount  to  be  authorized  for  trans- 
fer follows : 


Appropria- 
tion 1959 

Transfer  au- 
thorization 
requested 

Salaries  and  expenses: 

Research __  __  _ _ . ..  - 

$59,  044, 890 
50,  632,  000 
19,  076, 000 

$4,  C74, 110 
2,  423,  000 
1,  899, 000 

Plant  and  animal  disease  and  pest  control  _ 

Meat  inspection  - _ -- 

Total,  salaries  and  expenses  

128,  752,  890 

8,  396, 110 

Need  for  transfer  authority. — Transfer  authority  of  $8,396,110  is  requested 
to  meet  the  pay  act  costs  under  this  appropriation.  Total  pay  act  costs  are 
estimated  at  $8,896,110,  of  xvhich  $500,000  can  be  absorbed.  Further  absorption 
cannot  be  made  in  view  of  the  necessity  for  meeting  substantial  increased  operat- 
ing costs,  the  many  urgent  needs  for  new  or  expanded  research,  the  need  for 
meeting  emergency  situations  arising  from  the  existence  of  plant  and  animal 
diseases  and  pests,  and  the  increasing  workload  relating  to  the  enforcement 
of  laws  pertaining  to  meat  inspection,  plant  and  animal  quarantines,  and  other 
regulatory  activities. 

Important  ARS  programs  have  already  been  reduced  in  effectiveness  since  the 
beginning  of  fiscal  year  1959  by  the  necessity  to  absorb  increased  costs  approxi- 
mating $3  million  annually.  Estimates  of  such  increased  costs  are  as  follows : 

(1)  Increases  in  wage  board  rates  to  over  1,700  full-time  employees $450,  000 

(2)  Increased  costs  due  to  converting  GS  employees  to  wage  board 70,  000 

(3)  Increased  salary  costs  due  to  Civil  Service  Commission  action 

under  sec.  803  of  Classification  Act,  as  amended,  raising  chemists 

and  engineers  to  top  step  in  grade 400,  000 

(41  Absorption  of  balance  of  annual  cost  of  Government’s  contribution 
to  retirement  fund  (1958  appropriation  provided  funds  to  meet 

cost  for  only  25  of  the  26.1  pay  periods) 166,000 

(5)  Higher  operating  costs — based  on  USDA  index  of  prices  paid  by 
farmers  for  production  items  such  as  machinery,  supplies,  ferti- 
lizer, etc.,  increasing  from  260  on  November  15,  1957,  to  272  on 
November  15,  1958,  or  4.6  percent  and  a total  of  over  $33  million 


for  objects  02  through  09  for  1959  (exclusive  of  $3  million  for 

fee  basis  veterinarians) 1,518,000 

(6)  Amount  by  which  additional  appropriations  for  1959  failed  to 

cover  additional  research  work  directed  by  Congress 252,  500 

(7)  Cost  of  staffing  National  Seed  Storage  Laboratory  on  an  annual 

basis  (funds  provided  for  this  purpose  were  eliminated  by 
establishing  a budget  reserve  of  $100,000  in  fiscal  year  1958 
when  the  Laboratory  was  under  construction) 50,  000 

(8)  Cost  of  servicing  overseas  research  with  foreign  currencies  de- 

rived from  Public  Law  480  programs  from  the  appropriation 
“Salaries  and  expenses,”  ARS 100,  000 


Total 3,006,500 


The  absorption  of  any  further  amounts  would  seriously  impair  program 
operations.  As  evidenced  by  congressional  increases  in  1959  appropriations,  and 
by  the  proposed  activities  set  forth  in  the  1960  budget  estimates,  it  is  not 
practicable  to  curtail  the  research,  control,  and  meat  inspection  programs  of 
the  Service. 

Extension  Service 

Cooperative  extension  work,  payments  and  expenses 


Appropriation  to  date $63, 159,  395 

Obligations  to  Jan.  31, 1959 59,  083,  953 

Expenditures  to  Jan.  31,  1959 58,  010, 129 

Budget  estimate  next  fiscal  year 64. 139,  477 
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Request  (by  transfer  from  other  funds  available  to  the  Department) $785,082 

Employment : 

Average  number  current  appropriation 239 

Average  number  involved  this  estimate 0 

Actual  employment  Jan.  31,  1959 227 


PROPOSED  LANGUAGE 

For  an  additional  amount  for  “Cooperative  extension  work,  payments  and 
expenses’’,  for  “Penalty  mail”,  $559,682,  to  be  derived  by  transfer  from  the 
appropriation  for  “ Conservation  reserve  program ”,  fiscal  year  1959:  Provided , 
That  of  the  amount  made  available  under  this  head  in  the  Department  of  Agri- 
culture and,  Farm  Credit  Administration  Appropriation  Act,  1959,  for  “ Pay - 
meats  to  States,  Hawaii,  Alaska,  and  Puerto  Rico'\  $63,llf5  shall  be  transferred 
to  the  subappropriation  for  “ Penalty  mail ”,  and  $162$55  shall  be  transferred  to 
th<  subappropriation  for  “ Federal  Extension  Service ”. 

EXPLANATION  OF  LANGUAGE 

For  an  additional  amount  for  fiscal  year  1959  for  “Cooperative  extension 
work,  payments  and  expenses”,  for  “Penalty  mail”,  $622,827  and  for  “Federal 
Extension  Service”,  $162,255  for  Pay  Act  costs  to  be  derived  by  transfer  from 
other  funds  available  to  the  Department  of  Agriculture. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Activities  under  this  appropriation. — Cooperative  agricultural  extension  work 
was  established  hy  the  act  of  May  8,  1914,  as  amended  by  the  act  of  June  26, 
1953  (7  U.S.C.  341-348),  and  the  act  of  August  11,  1955  (7  U.S.C.  347a).  The 
legislation  authorizes  the  Department  of  Agriculture  to  give,  through  the  land- 
grant  colleges,  instruction  and  practical  demonstrations  in  agriculture  and  home 
economics  and  related  subjects  and  to  encourage  the  application  of  such  infor- 
mation by  means  of  demonstrations,  publications,  and  otherwise  to  persons  not 
attending  or  resident  in  the  colleges. 

Cooperative  agricultural  extension  work  is  carried  on  by  incorporating  research 
results,  technological  advancements,  and  situation  and  program  facts  of  the 
Department  of  Agriculture  and  the  agricultural  colleges  and  experiment  stations 
into  a national  educational  program.  State  and  county  extension  work  is 
financed  from  Federal,  State,  county,  and  local  sources.  These  funds  are  used 
within  the  States  for  the  employment  of  county  agents,  home  demonstration 
agents,  I II  Club  agents,  State  specialists,  and  others  who  conduct  the  joint 
educational  programs  adapted  to  local  problems  and  conditions. 

Need  for  sunplemental  funds. — The  additional  request  of  $785,082  reflects  an 
increase  of  $622,827  for  additional  postal  costs  and  $162,255  for  additional  pay 
act  costs,  due  to  legislation  passed  since  the  1959  budget  estimates  were  sub- 
mitted to  Congress,  as  follows : 

Penalty  mail,  increased  postal  costs 

The  subappropriation  item  “Penalty  mail”  was  established  to  provide  for  pay- 
ment to  the  Post  Office  Department  for  the  cost  of  penalty  mailings  of  extension 
agents  and  State  extension  directors.  The  $1,868,480  appropriated  under  this 
head  for  fiscal  year  1959  was  to  cover  the  cost  of  penalty  mailings  of  State  ex- 
tension directors  and  cooperative  extension  agents,  based  on  postal  costs  in 
effect  at  that  time.  The  present  supplemental  estimate  provides  funds  to  cover 
the  cost  of  increased  postage  rates  pursuant  to  the  Postal  Rate  Increase  Apt, 
1958  (72  Stat.  138)  which  increased  the  cost  of  penalty  mailings  by  approxi- 
mately one-third.  The  additional  cost  concerned  is  that  arising  exclusively 
from  the  increase  in  postal  rates  and  cannot  be  absorbed  without  a transfer  of 
funds.  The  additional  amount  of  $622,827  required  will  be  derived  by  transfer 
from  other  fiscal  year  1959  funds  available  to  the  Department  of  Agriculture 
($559,682  from  “Conservation  reserve  program,  soil  bank  programs,  Agriculture,” 
and  $63,145  from  “Payments  to  States,  Hawaii,  Alaska,  and  Puerto  Rico”). 

Federal  Extension  Service,  increased  Pay  Act  costs 

This  estimate  of  $162,255  provides  additional  funds  for  partial  financing  of 
the  increased  salary  and  related  costs  resulting  from  the  1958  Pay  Act  (Public 
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Law  85-462).  The  amount  was  determined  by  computing  the  pay  increase  and 
contribution  to  the  retirement  funds  for  employees  in  pay  status  on  July  1,  1958, 
allowing  for  normal  turnover.  Insurance  costs  were  computed  for  those  em- 
ployees who  actually  received  an  increase  in  insurance. 

Increased  costs  incident  to  administering  the  Cooperative  Extension  Service 
program  for  the  past  several  years  have  been  largely  absorbed  by  this  agency 
without  an  increase  in  the  appropriation.  Any  further  absorption  will  not  permit 
this  agency  to  carry  out  the  program  which  is  required  by  the  Department  and 
the  States.  The  additional  amount  of  $162,255  required  would  be  derived  by 
transfer  from  “Payments  to  States,  Hawaii,  Alaska,  and  Puetro  Rico”  for  fiscal 
year  1959. 

The  $225,400  proposed  for  transfer  under  the  subappropriation  item  “Payments 
to  States,  Hawai,  Alaska,  and  Puerto  Rico”  results  primarily  from  Puerto  Rico’s 
failure  to  certify  a portion  of  the  prescribed  amount  of  matching  funds  as  re- 
quired by  the  Smith-Lever  Act,  and  would  not  reduce  the  funds  available  to  other 
States  and  Territories  for  fiscal  year  1959.  It  is  not  anticipated  that  this  will 
recur  in  fiscal  year  1960. 

Agricultural  Marketing  Service 
Marketing  research  and  service,  1959 
(H.  Doc.  58) 


Appropriation  to  date $84,  854,  000 

Obligations  to  Dec.  31,  1958 20,  482,  627 

Expenditures  to  Dec.  31,  1958 17,  042,  805 

Budget  estimate  next  fiscal  year 42,  060,  000 

Request 3,  953,  278 

By  appropriation 626,  000 

By  transfer  from  other  funds  available  to  the  Department 3,  327,  278 


Employment : 

Average  number,  current  appropriation 5,  092 

Average  number,  involved  this  estimate 77 

Actual  employment,  Dec.  31,  1958 5,  331 


SUMMARY  OF  NEED  FOR  SUPPLEMENTAL  FUNDS 

Increased  costs  to  AMS  during  the  current  fiscal  year  require  the  supple- 
mental funds  requested.  These  increased  costs  result  from  legislative  actions 
and  an  order  of  the  Federal  Communications  Commission.  All  but  one — the 
Poultry  Products  Inspection  Act — became  effective  after  submission  of  the 
1959  budget.  Unless  these  supplemental  funds  are  made  available  this  fiscal 
year,  needed  marketing  research  and  service  work  will  be  curtailed  or  dis- 
rupted, and  the  Department  will  be  prevented  from  carrying  out  its  minimum 
inspection  responsibilities  as  specifically  required  by  the  Poultry  Products  In- 
spection Act. 

Four  items  comprise  this  supplemental : ( 1 ) An  amount  of  $2,846,278  for 
increased  pay  costs  resulting  from  the  Federal  Employees’  Salary  Increase  Act 
of  1958  which  became  law  on  June  20,  1958.  The  sum  requested  is  the  net 
amount  required  after  all  absorption  that  can  be  realized  from  increased  effi- 
ciency and  improved  operations. 

(2)  A total  of  $481,000  for  increased  postage  costs  resulting  from  increased 
rates  provided  in  Public  Law  85-426  and  made  effective  August  1,  1958.  Over 
88  percent  of  AMS  mailings  are  concentrated  in  two  activities  that  could  not 
absorb  the  increased  costs  without  necessitating  curtailment  of  important  mar- 
keting work  (crop  and  livestock  estimating  and  the  Market  News  Service). 
Further,  the  general  average  of  33%  percent  increases  in  mailing  costs  does 
not  apply  to  AMS,  where  between  75  and  80  percent  of  mail  is  third  class 
(increased  50  percent  for  the  first  2 ounces).  These  increased  penalty  mail 
costs  cannot  be  absorbed  in  AMS  without  disruption  or  curtailment  of  important 
marketing  work.  Adversely  affected  would  be  collecting  and  disseminating  crop 
and  livestock  estimates  and  timely,  up-to-date  market  news  reports  on  supplies, 
movement,  prices,  etc.,  and  supplying  cotton  classing  services  to  farmer  mem- 
bers of  cotton  improvement  groups.  These  are  essential  services  to  agriculture. 
Any  reduction  in  the  present  program  level  brought  on  by  further  absorption 
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Of  mailing  costs — costs  which  figure  substantially  in  the  budgets  of  the  organi- 
sations responsible  for  maintaining  these  services — would  result  in  disruption  or 
curtailment  of  needed  marketing  work. 

(3)  The  sum  of  $26,000  for  increased  contract  costs  for  the  leased  wire 
service,  an  integral  part  of  the  Market  News  Service.  Effective  December  2, 
1958,  rates  were  increased  by  order  of  the  Federal  Communications  Commission. 
These  increased  rates  result  in  an  increase  of  about  18  percent  annually  in  the 
cost  of  the  AMS  leased  wire  service.  This  increased  cost  cannot  be  met  with 
currently  available  funds.  Several  field  stations  would  have  to  be  closed  and 
such  a move  would  weaken  the  Market  News  Service  because  of  the  fact  that 
interchange  of  information  between  stations  as  rapidly  as  possible  makes  the 
reports  most  meaningful  and,  therefore,  most  useful. 

( l)  An  increase  of  $600,000  for  compulsory  poultry  inspection  service  under 
the  Poultry  Products  Inspection  Act.  This  increase  is  necessary  for  the  De- 
partment to  carry  out  in  1959  its  minimum  inspection  obligations  as  specifically 
required  by  the  Poultry  Products  Inspection  Act.  Recently  completed  surveys 
indicate  that  748  evisceration  and  slaughter  plants  are  subject  to  the  act.  With 
the  currently  available  funds  (including  funds  to  meet  increased  pay  costs)  con- 
tinuous resident  inspection  can  be  provided  to  about  485  of  these  plants.  The 
supplemental  appropriation  is  required  to  permit  the  Department  to  extend  this 
service  by  June  30,  1959,  to  all  evisceration  and  slaughter  plants  engaged  in 
interstate  commerce.  If  supplemental  funds  are  not  provided,  it  will  be  neces- 
sary to  alter  the  planned  inspection  program  by  one,  or  a combination  of  the 
following  means : 

(a)  Failure  to  render  continuous  resident  inspection  service  to  the  total 
number  of  plants  requiring  it. 

(&)  Spreading  personnel  and  their  supervisors  so  thin  as  to  render  the 
amount  of  inspection  below  the  minimum  requirements  of  the  act  and  the 
Department’s  obligation  thereunder. 

(c)  Eliminating  completely,  or  modifying,  inspection  functions  below  the 
standards  required  by  the  act  and  the  obligations  of  the  Department  there- 
under. 

Importance  of  avoiding  any  weakening  of  the  Department’s  ability  to  assure 
the  public  of  clean  and  wholesome  poultry  products  even  before  it  has  had  an 
opportunity  to  fulfill  its  obligations  under  this  new  law  cannot  be  overem- 
phasized. 

Justification  of  supplemental  estimate 


Project 


Marketing;  research  and  agricultural 
estimates: 

Marketing  research 

Economic  and  statistical  analysis — 
Crop  and  livestock  estimates 

Total,  marketing  research  and 
agricultural  estimates 

Marketing  services: 

Market  news  service 

Inspection,  grading,  classing,  and 

standardization 

Freight  rate  services 

Regulatory  activities 

Administration  and  coordination  of 
State  payments 

Total,  marketing  services 

Total,  marketing  research  and 
service 


Appropria- 
tion to 
date,  1959 


$6, 984, 000 
1,  535, 000 
5, 676, 000 
1 


14, 195, 000 


4, 370, 000 

13, 925,  800 
175,  800 
2, 122,  400 

65, 000 


20,  659, 000 


34,  854, 000 


Supplemental  estimate,  1959 


Pay  Act 


+$476, 100 
+108,  400 
+497,  811 


+1, 082, 311 


+288,  297 

+1,284,170 
+15, 190 
+171,115 

+5, 195 


+1,  763, 967 


+2,846,278(1) 


Postage 


+$170, 000 


+170, 000 


+275, 000 
+36, 000 


+311, 000 


+481, 000(2) 


Other 


+$26, 000(3) 
+600, 000(4) 


+626, 000 


+826, 000 


Revised 
total,  1959 


$7, 460, 100 
1, 643, 400 
6, 343, 811 


15, 447, 311 


4, 959, 297 

15, 845, 970 
190,  990 
2, 293,  515 

70, 195 


23,  359, 967 


38, 807, 278 


This  estimate  provides  additional  funds  for — 

(1)  Increased  pay  costs  resulting  from  the  Federal  Employees’  Salary  Increase 
Act  of  1958. 

The  increased  costs  were  computed  as  follows:  Initial  allocations  and  allot- 
ments for  fiscal  year  1959  were  made  on  the  basis  of  salary  costs  in  effect  prior 
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to  January  1,  1958.  Operating  divisions  and  offices  prepared  1959  operating 
budgets  on  the  basis  of  the  old  salary  rates.  Estimated  increased  pay  costs  for 
1959  for  permanent  positions  were  then  determined  by  recomputing  the  schedules 
of  personal  services  in  the  operating  budgets  to  reflect  individual  pay  costs  on 
the  basis  of  the  new  rates.  The  increases  for  all  other  employees  covered  by 
the  1958  pay  act  and  for  such  related  costs  as  retirement  and  FICA  were  com- 
puted by  the  application  of  the  percentage  of  increase  on  permanent  employees. 
In  addition,  a comparable  increase  has  been  added  to  cover  increased  reimburse- 
ments to  other  agencies  which  are  performing  services  connected  with  AMS 
programs.  The  estimate  also  includes  estimated  increased  costs  for  insurance 
for  those  employees  who,  as  a result  of  the  pay  act,  are  entitled  to  additional 
insurance  coverage.  A study  of  payroll  records  indicated  that  approximately 
50  percent  of  AMS  employees  would  be  entitled  to  additional  insurance.  This 
percentage  was  applied  to  the  number  of  employees  covered  and  the  result 
multiplied  by  $3  to  obtain  increased  insurance  costs. 

The  work  under  this  appropriation  is  aimed  at  promoting  and  strengthening 
the  orderly  and  efficient  marketing  and  effective  distribution  of  agricultural 
products  from  the  Nation’s  farmers  to  consumers.  Through  marketing  research, 
economic  and  statistical  analysis,  crop  and  livestock  estimates,  market  news, 
inspection  and  grading  service,  and  regulatory  activities,  the  Agricultural  Mar- 
keting Service  provides  agricultural  producers,  handlers,  dealers,  and  others 
essential  tools  required  to  carry  on  this  vast  enterprise.  Each  year,  farm  organ- 
izations, farmers,  consumers,  Research  Advisory  Committees,  and  other  public 
and  private  agencies  increase  their  demands  for  work  under  these  programs. 
However,  these  demands  are  always  in  excess  of  the  program  levels  which  can 
be  provided  with  available  funds.  Additional  appropriations  have  been  requested 
and  some  additional  funds  have  been  provided  in  recent  years.  However,  these 
amounts  have  provided  for  only  minimum  essential  costs  or  for  specific  projects 
or  activities  such  as  for  the  new  mandatory  poultry  inspection  program. 

Coupled  with  the  ever-increasing  demands  for  marketing  work  are  the  cumu- 
lative effects  of  the  unceasing  upward  trend  in  costs  of  providing  the  services. 
The  pinch  is  being  sharply  felt.  All  savings  that  can  be  realized  from  increased 
efficiency  and  improved  operations  have  been  and  must  continue  to  be  used  in 
an  effort  to  maintain  present  program  levels.  Examples  of  these  increased  costs 
are  the  substantial  rises  in  travel  and  per  diem  expenses,  rent  charges,  equipment, 
and  supplies.  In  the  area  of  crop  and  livestock  estimates  and  market  news, 
higher  costs  of  paper,  printing  and  duplicating  have  placed  a severe  strain  on 
administrative  ingenuity  to  avoid  a downward  adjustment  in  program  opera- 
tions. In  fiscal  year  1959,  the  cost  situation  will  be  further  complicated  by  the 
fact  that  every  activity  will  be  forced  to  absorb  the  cost  of  retirement  for  one 
additional  pay  period. 

Any  additional  absorption  of  pay  costs  beyond  that  reflected  would  result  in 
the  curtailment  or  elimination  of  a number  of  existing  research  and  statistical 
activities  and  marketing  services.  These  would  include  research  work  directed 
toward  reducing  product  losses  and  marketing  costs,  expanding  marketing  outlets, 
and  increasing  the  efficiency  of  resource  uses  in  marketing;  elimination  or  less 
frequent  issuance  of  situation  and  outlook  reports  and  crop  and  livestock  esti 
mates  renorts  ; curtailment  of  market  new5*  service  at  specific  points  or  for  specific 
commodities : curtailment  of  mandatory  inspection  and  grading  work  provided 
under  the  Poultry  Products  Inspection  Act,  the  U.S.  Grain  Standards  Act,  the 
Tobacco  Inspection  Act  and  the  cotton  acts ; and  contraction  of  regulatory  activ- 
ities under  the  Federal  Seed  Act,  Packers  and  Stockyards  Act,  and  the  U.S.  Ware- 
house Act. 

As  a further  consequence,  additional  absorption  would  prevent  full  implementa- 
tion or  continuation  of  certain  of  the  urgently  needed  new  work  for  which 
additional  funds  were  appropriated  for  use  in  1959.  These  were  specifically 
earmarked  or  recommended  by  the  Congress  in  providing  funds  for  AMS  oper- 
ations during  this  fiscal  year.  For  examnle.  $100,000  is  to  be  used  to  extend  the 
quarterly  cattle-on-feed  reports  to  additional  States;  $42,000  is  provided  for 
extending  wholesale  meat  reports  and  market  news  services ; and  $20,000  is  to 
be  used  to  strengthen  wool  standardization  and  grading  work. 

Elimination  or  curtailment  of  existing  research  and  service  activities,  or  failure 
to  initiate  in  1959  the  new  work  listed  above  would  seriously  affect  agricultural 
marketing  work  performed  by  AMS. 

(2)  Increased  postage  costs  resulting  from  increased  rates  provided  in  Public 
Law  85-426  and  made  effective  August  1, 1958. 


88 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 


I ih  increased  mailing  costs  for  AMS  were  computed  by  applying  the  rate 
i 1 1 <■('<*: i so  to  1958  usage  and  costs  by  organizational  unit  modified  by  known  factors 
ii  li  ;is  the  elTecth  c date  of  the  new  postal  rates  and  the  planned  level  of  program 
operations.  The  usage  planned  for  1959  was  generally  projected  at  1958  levels 
• r t lor  mailing  attributable  to  new  services  being  inaugurated  in  this  fiscal 

year  for  ca 1 1 le-on-feed  reports  in  eight  States,  livestock  market  news  service  in 
four  Stales  and  wholesale  meat  reports  in  two  States. 

I bis  method  was  used  rather  than  proceeding  on  the  basis  of  the  38%  percent 
Increase  for  general  agency  use  recommended  by  the  Post  Office  Department 
bo'  .mse  AMS  mailings  do  not  fit  the  general  working  pattern  applicable  to  the 
average  agency. 

( )vor  88  percent  of  AMS  mailings  involve  divisions  which  are  responsible  for 
carrying  out  the  crop  and  livestock  estimating  and  market  news  services. 
Another  7 percent  is  applicable  to  the  cotton  classing  program  which  includes 
such  major  mailing  items  as  the  mailing  of  cotton  classing  tags  and  payment 
of  postage  due  on  cotton  samples.  The  great  bulk  of  mailings  related  to  these 
services  represent  third-class  mail,  which  has  been  adjusted  upward  from  2 to  3 
cents  for  the  first  2 ounces,  or  a basic  increase  of  50  percent.  In  view  of  the  heavy 
preponderance  in  AMS  of  this  type  of  mail,  it  was  therefore  deemed  imperative 
that  the  50-percent  increase  be  applied  to  an  appropriate  percentage  of  estimated 
1959  mailing  costs  for  AMS. 

Further  absorption  of  increased  penalty  mail  costs  could  not  be  accomplished 
in  AMS  without  disruption  or  curtailment  of  the  important  marketing  work  of 
collecting  and  disseminating  crop  and  livestock  estimates,  and  timely,  up-to- 
date  market  news  reports  on  supplies,  movement,  prices,  etc.,  and  of  supplying 
the  cotton  classing  services  to  farmer  members  of  cotton  improvement  groups. 
The  explanations  justifying  the  requests  for  increased  pay  costs  are  equally 
applicable  in  the  case  of  increased  penalty  mail  costs-  These  are  essential  serv- 
ices to  agriculture.  Any  reduction  in  the  present  program  level  brought  on  by 
further  absorption  of  mailing  costs — costs  which  figure  substantially  in  the 
budgets  of  the  organizations  responsible  for  maintaining  these  services — would 
result  in  disruption  or  curtailment  of  needed  marketing  work. 

(3)  Increased  contract  costs  for  the  leased  wire  service,  an  integral  part  of 
the  market  news  service. 

The  need  for  additional  funds  arises  from  the  fact  that  effective  December  2, 
1958,  the  Federal  Communications  Commission  authorized  an  increase  in  private 
line  teletype  rates.  These  higher  rates  result  in  an  increase  of  about  18  per- 
cent in  the  annual  cost  of  the  leased  wire  contract  of  the  Agricultural  Market- 
ing Service.  The  amount  requested  herein  represents  the  estimated  increased 
cost  of  the  contract  for  the  period  December  2,  1958,  to  June  30,  1959. 

The  leased  teletype  system  of  market  news  service  consists  of  about  13,000 
miles  of  leased  wire  linking  128  field  stations.  It  provides  the  most  economical 
means  for  the  required  rapid  transmission  of  the  market  data  among  the 
terminal  markets  and  country  shipping  points  where  business  transactions  on 
all  major  agricultural  commodities  are  consummated. 

Since  the  increased  cost  of  the  leased  wire  could  not  be  met  within  currently 
available  funds,  the  overall  market  news  service  woifd  have  to  be  curtailed. 
Several  field  stations  would  have  to  be  closed  and  the  reporting  service  dis- 
continued from  these  areas.  This  would  weaken  the  entire  service  because  of 
the  fact  that  interchange  of  information  between  as  many  stations  as  possible 
as  rapidly  as  possible  makes  the  reports  most  meaningful  and  most  useful. 

The  leased  wire  system  is  the  core  of  the  service  and,  as  such,  must  be 
maintained  as  a Federal  responsibility.  This  is  in  accordance  with  the  princi- 
ples of  financing  contained  ip  the  congressionally  approved  program  for  develop- 
ment of  the  market  news  service  in  cooperation  with  the  States.  Each  year 
the  States,  in  the  aggregate,  have  been  increasing  their  contributions  under 
the  plan.  Therefore,  any  weakening  in  the  fulfillment  of  the  Federal  respon- 
sibility would  have  an  undesirable  impact  on  Federal-State  cooperative  rela- 
tionships. 

Inasmuch  as  the  first  notice  of  pending  rate  increases  was  received  in  August 
1958  and  since  the  new  rates  were  not  definitely  established  until  November  25, 
1958,  the  increase  could  not  have  been  included  in  the  regular  budget  submission 
for  fiscal  year  1959. 

(4)  Compulsory  poultry  inspection  service  under  the  Poultry  Products  In- 
spection Act. 

(Justification  deleted,  since  this  item  is  not  being  appealed.) 
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Commodity  Stabilization  Service 
(H.  Doc.  58) 

Acreage  allotments  and  marketing  quotas 


Administrative  expense  limitation : 

Existing  limitation,  1959 $6,  380, 100 

Proposed  increase  in  limitation,  1959 +506,  200 

Revised  limitation,  1959 6,  886,  300 


PROPOSED  LANGUAGE 

“ The  limitation  under  this  head  in  the  Department  of  Agriculture  and  Farm 
Credit  Administration  Appropriation  Act,  1959,  on  the  amount  which  shall  be 
transferred  to  the  appropriation  account  ‘ Administrative  expenses,  section  392 , 
Agricultural  Adjustment  Act  of  1938’ , is  increased  from  ‘$6,380 ,100’  to 

6,886,300 

EXPLANATION  OF  LANGUAGE 

The  proposed  provision  is  to  authorize  transfer  of  an  additional  $492,700  to 
the  appropriation  account  “Administrative  expenses,  section  392,  Agricultural 
Adjustment  Act  of  1938,”  for  increased  pay  costs  under  Public  Law  85-462  and 
$13,500  for  revised  postal  rates  pursuant  to  Public  Law  85-426.  No  increase  in 
appropriation  is  required. 

PURPOSE  AND  NEED  FOR  INCREASE  IN  LIMITATION 

Activities  under  this  appropriation. — This  appropriation  provides  funds  to 
carry  out  acreage  allotment  and  marketing  quota  programs  authorized  by  title 
III  of  the  Agricultural  Adjustment  Act  of  1938,  as  amended.  These  programs 
are  designed  to  keep  the  production  of  the  basic  commodities — tobacco,  peanuts, 
wheat,  cotton,  and  rice — in  line  with  demand,  in  order  to  give  each  farmer  a fair 
share  of  the  available  market  and  total  production  required.  Corn  farmers  in 
November  1958  voted  in  favor  of  elimination  of  corn  acreage  allotments  begin- 
ning with  the  1959  crop. 

Acreage  allotments,  when  necessary,  are  established  at  national,  State,  and 
county  levels  (only  at  State  level  in  the  case  of  tobacco).  In  general,  the  acre- 
age allotted  to  any  county  is  apportioned  by  farmer-elected  county  committeemen. 
National  marketing  quotas  must  be  proclaimed  whenever  the  total  supply  for 
the  basic  commodities,  except  corn,  reaches  a level  specified  in  the  Agricultural 
Adjustment  Act  of  1938,  as  amended.  However,  quotas  do  not  become  effective 
unless  approved  by  two-thirds  of  those  voting  in  a farmer  referendum. 

Compliance  with  acreage  allotments  and  marketing  quotas,  when  they  are  in 
effect,  has  been  a requirement  for  eligibility  for  price  support  under  the  pro- 
visions of  the  Agricultural  Act  of  1949.  Also,  excess  marketing  of  commodities 
which  are  under  quotas  is  subject  to  penalties.  Local  administration  of  allot- 
ments and  quotas  is  carried  out  by  State  and  county  agricultural  stabilization 
and  conservation  (ASC)  committees. 

Feed  for  increase  in  limitation. — The  administrative  expense  limitation  ap- 
plicable to  “acreage  allotments  and  marketing  quotas”  in  the  Department  of 
Agriculture  and  Farm  Credit  Administration  Appropriation  Act,  1959,  was 
based  on  salary  scales  and  postal  rates  in  effect  prior  to  enactment  of  Public 
Law  85-426,  which  raised  postal  rates,  and  Public  Law  85-462  which  increased 
employee  salaries.  An  increase  of  $506,200  in  the  administrative  expense 
limitation  is  therefore  required  to  provide  for  the  increased  costs  resulting 
from  enactment  of  Public  Law  85-426  and  Public  Law  85-462.  The  proposed 
increase  in  the  administrative  expense  limitation  will  make  it  possible  to  absorb 
the  increased  costs  without  the  appropriation  of  additional  funds. 

The  increase  of  $492,700  consists  of  $459,648  for  salaries,  $29,956  for  the 
Government’s  contribution  to  the  retirement  fund,  and  $3,096  for  the  Govern- 
ment’s contribution  under  the  Federal  Employees’  Group  Life  Insurance  Act 
and  the  Federal  Insurance  Contributions  Act  (Social  Security).  The  increased 
requirements  are  to  cover  these  increased  costs  for  approximately  810  man-years. 

The  estimate  of  increased  pay  costs  is  10.32  percent  of  the  estimated  obliga- 
tions (at  the  old  rates)  to  be  incurred  in  the  fiscal  year  1959  for  personal 
services;  6.5  percent  of  the  increased  salary  costs  for  the  Government’s  con- 
tribution to  the  retirement  fund ; 0.5  percent  for  the  Government’s  contribution 
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under  the  Federal  Employees’  Group  Life  Insurance  Act;  and  0.1  percent  for 
the  Government’s  contribution  under  the  Federal  Insurance  Contributions  Act 
(Social  Security). 

Tin*  estimate  of  $13,500  for  increased  postal  costs  is  based  on  obligations  in- 
curred under  this  appropriation  at  the  old  rates  in  1958  plus  33.3  percent. 

Office  of  Information 
(H.  Doc.  58) 


Salaries  and  expenses,  1959 

Appropriation  to  date $1,  359,  265 

Obligations  to  Jan.  31,  1959 987,171 

Expenditures  to  Jan.  31,  1959 637,  054 

1 tadget  estimate  next  fiscal  year 1, 431,  665 

Request  ( by  transfer  from  other  funds  available  to  the  Department)  _ 77,  000 


Employment: 

Average  number  current  appropriation 120 

Average  number  involved  this  estimate . 0 

Actual  employment  Jan.  31, 1959 120 


PROPOSED  LANGUAGE 

For  an  additional  amount  for  “Salaries  and  expenses,”  $77,000,  to  be  derived 
by  transfer  from  the  appropriation  for  “Conservation  reserve  program,”  fiscal 
year  1959. 

' EXPLANATION  OF  LANGUAGE 

This  proposed  transfer  is  to  provide  $59,000  for  financing  increased  pay  costs 
resulting  from  Public  Law  85-462  and  $18,000  for  increased  postal  costs  result- 
ing from  Public  Law  85-426,  which  cannot  be  absorbed  within  this  appropriation. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Activities  under  this  appropriation. — This  appropriation  item  finances  the 
administrative  expenses  of  the  Office  of  Information  which  has  general  direction 
and  supervision  of  all  publications  and  other  information  policies  and  activities 
of  the  Department  including  the  final  review,  illustrating,  printing,  and  dis- 
tribution of  publications,  clearance  and  release  of  press,  radio,  television,  and 
magazine  materials,  maintenance  of  central  files  of  news  and  general  illustration- 
type  photographs  ; and  the  preparation  and  distribution  of  exhibits  and  motion  pic- 
tures. The  Office  also  publishes  the  Yearbook  of  Agriculture,  the  annual  report  of 
the  Secretary  of  Agriculture,  the  Department  directory,  the  Department  list  of 
publications ; handles  the  details  of  distributing  farmers’  bulletins  allotted  to 
Members  of  Congress : and  services  letter  and  telephone  requests  for  general  in- 
formation received  in  the  Department. 

This  appropriation  item  also  finances  the  postal  costs  of  all  USDA  agencies’ 
periodicals,  publications,  and  bulletins  that  are  mailed  from  the  Government 
Printing  Office  by  the  Superintendent  of  Documents.  These  mailings  represent 
about  50  percent  of  the  total  postal  costs  to  the  Office  of  Information.  In  addi- 
tion to  the  regular  Office  of  Information  mailings,  this  appropriation  item  also 
finances  the  mailing  costs  of  press  summaries  and  special  information  materials 
covering  activities  of  all  agencies  of  the  Department. 

Need  for  supplemental  funds 

Increased  pay  costs,  1959. — The  total  increase  in  pay  costs  in  1959,  amounting 
to  $68,800  was  estimated  at  10  percent  of  the  amounts  needed  for  personal  serv- 
ices in  1959  at  old  salary  rates,  excluding  ungraded  positions  and  increasing  this 
amount  by  6 y2  percent  for  the  added  retirement  costs.  Of  this  amount,  $9,800 
may  be  absorbed  by  administrative  action  within  the  Office  of  Information. 
Therefore,  a total  of  $59,000  is  needed  to  meet  the  additional  cost  in  1959  of  in- 
creased pay.  It  would  not  be  possible  to  absorb  any  more  of  the  nay  increase 
costs  without  seriously  affecting  the  supply  of  publications  available  for  distri- 
bution by  Members  of  Congress  and  this  Department,  and  the  filling  of  requests 
received  by  this  Department. 
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Increased  postal  costs,  1959. — The  cost  of  mailings  by  the  Office  of  Informa- 
tion was  increased  by  approximately  one-third,  effective  in  the  fiscal  year  1959, 
by  the  general  increase  in  postal  rates  provided  by  Public  Law  85-426.  The 
total  increase,  amounting  to  $20,263,  was  estimated  at  one-third  of  the  actual 
costs  for  fiscal  year  1958.  Of  this  amount,  $2,263  may  be  absorbed  by  adminis- 
trative action  within  the  Office  of  Information.  Therefore,  a total  of  $18,000  is 
needed  in  1959  to  meet  the  additional  costs  of  increased  postal  rates.  It  would 
not  be  possible  to  absorb  any  more  of  the  postal  increase  costs  without  seriously 
affecting  the  servicing  of  requests  for  information  and  publications  both  from 
Members  of  Congress  and  the  general  public.  . 

The  major  portion  of  this  appropriation  is  for  the  editing,  printing,  and  dis- 
tribution of  farmers’  bulletins,  the  Agriculture  Yearbook,  and  other  publications, 
most  of  which  are  distributed  through  Members  of  Congress.  Funds  for  these 
activities  are  already  obligated  or  committed  for  the  remainder  of  the  year. 

Forest  Service 
(H.  Doc.  58) 

Forest  protection  and  utiTizaticm,  1959 


Appropriation  to  date $103,  505,  000 

Obligations  to  Dec.  31,  1958 $71,  412,  454' 

Expenditures  to  Dec.  31,  1958 $57,  245,  837 

Budget  estimate  next  fiscal  year $104, 150,  000 

Request $13,  932,  200 

By  appropriation $8,  500,  000 

By  transfer $5,  432,  200 

Employment : 

Average  number  current  appropriation 12,  254 

Average  number  involved  this  estimate 762 

Actual  employment  Dec.  31,  1958 11,  267 


PROPOSED  LANGUAGE 

For  an  additional  amount  for  “Forest  protection  and  utilization,”  as  follows: 

“Forest  land  management,”  $12,826,000  of  ichich  $5^2,200  shall  6e  derived  ~by 
transfer  from  the  appropriation  for  “ Conservation  reserve  program ,”  fiscal 
year  1959  ; 

“Forest  research,”  $1,003,400 ; and 

“State  and  private  forestry  cooperation,”  $102,800. 

EXPLANATION  OF  LANGUAGE 

This  language  is  recommended  to  provide  a proposed  supplemental  appropria- 
tion of  $8,500,000  for  fighting  forest  fires  and  a proposed  transfer  of  $5,432,200  to 
cover  the  cost  of  pay  increases  under  Public  Law  85-462. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Activities  under  this  appropriation 

The  Forest  Service  carries  on  three  primary  functions:  (1)  Protection,  de- 
velopment, and  use  of  about  181  million  acres  of  land  in  national  forests  in  the 
United  States  and  Puerto  Rico ; and  management  of  land  utilization  projects 
covering  about  4.7  million  acres;  (2)  cooperation  with  States  and  private  forest 
landowners  to  obtain  better  fire  protection  on  approximately  435  million  acres 
of  forest  lands  and  better  forest  practices  on  about  345  million  acres  of  privately 
owned  commercial  timberlands,  to  encourge  reforestation  and  stimulate  develop- 
ment and  management  of  State,  county,  and  community  forests;  and  (3)  re- 
search for  all  public  and  private  forest  lands  and  related  ranges  to  improve  pro- 
tection from  fire,  insects,  and  diseases ; to  increase  production  of  timber,  forage, 
water,  and  other  products ; to  develop  better  utilization  and  marketing  of  forest 
products ; and  to  maintain  a current  inventory  of  forest  resources  through  a na- 
tionwide forest  survey. 
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Justification  for  >■  / / pplemental  estimate,  fiscal  year  1959,  for  uForest  'protection  and 

utilization,  Forest  Service ” 


Appropria- 
tion, 1959 

Supplemental 

program 

Estimate, 
1959  pay 
act  costs 

Revised 

estimate, 

1959 

Forest  protection  and  utilization:  Forest  land 
management: 

N ational  forest  protection  and  management. 

Fighting  forest  fires. 

Insect  and  disease  control  

Acquisition  of  lands,  Weeks  Act 

$63,  817, 100 

5,  000, 000 

6,  359,  900 
100,  000 

$8,  500, 000 

$4, 077, 300 
248,  700 

$67,  894,  400 
13,  500, 000 
6,  608, 600 
100, 000 

Subtotal,  Forest  land  management 

Forest  research..  

i 75,  277, 000 
15.  523,  000 
12,  705.  000 

8,  500, 000 

4,  326, 000 
1,0^3  400 
102,  800 

88,  103, 000 
16,  526,  400 
12,  807,  800 

State  and  private  forestry  cooperation 

Total 

103,  505, 000 

8,  500, 000 

5,  432,  200 

117,  437,  200 

1 I ncludes  transfer  of  $155,000  from  “Forest  research”  and  $15,000  from  “State  and  private  forestry  coopera- 
i ion”  to  the  “ Forest  land  management”  subappropriation  for  use  on  pest  control  projects  in  fiscal  year  4959 


(I)  Increase  of  $8,500,000  for  fighting  forest  fires 
The  following  tabulation  and  narrative  statement  present  factual  information 
on  forest  firefighting  obligations  and  estimates  pertaining  to  national  forests  in 


fiscal  year  1959 : - 

Obligations  in  1958  reimbursed  from  the  1959  appropriation $550,  369 

Obligations  from  July  1 to  Dec.  31,  1958 11,  473,  260 

Estimated  requirements  Jan.  1 to  June  30,  1959 1,  476,  371 


Total  for  period  July  1,  1958,  to  June  30,  1959 13,  500,  000 

Less  amount  available  from  fiscal  year  1959  appropriation —5,  000,  000 


Total  estimate 


8,  500,  000 


Comparison  with  estimate  in  the  1960  budget 

The  estimate  in  the  1960  budget  submission  to  Congress  is  $7,500,000  com- 
pared with  the  present  estimate  of  $8,500,000.  The  addition  $1  million  results 
from  extremely  high  fire  danger  in  California,  and  particularly  southern  Cali- 
fornia, during  November  and  December  1958.  This  was  the  driest  such  period 
in  108  years  for  southern  California.  Lack  of  moisture,  low 'humidities,  and 
high  winds  created  extreme  fire  danger  requiring  emergency  manning  of  fire 
protection  personnel.  Many  fires  occurred  in  which  burned  acreage  and  cost  of 
control  were  low.  However,  the  Stewart  fire,  near  San  Diego,  Calif.,  which 
started  on  December  14,  burned  more  than  61,000  acres,  of  which  about  36,000 
acres  were  national  forest  land.  This  fire  required  about  1,800  firefighters  with 
heavy  complements  of  equipment  and  high  cost  of  final  control. 

Had  the  fire  season  been  more  normal  in  southern  California,  without  large 
costly  fires,  the  original  estimate  of  $7,500,000  might  have  been  sufficient.  In 
view  of  actual  developments,  however,  a total  supplemental  of  $8,500,000  is 
required  to  provide  a reasonable  amount  for  emergency  firefighting  during  the 
period  January  1 to  June  30, 1959. 


Estimate  for  the  January  1 to  June  80, 1959,  fire  season 

Recent  history  of  fire  occurrence  shows  an  expectancy  of  about  3,000  fires 
during  the  last  6 months  of  the  fiscal  year.  Suppression  of  these  fires  will  re- 
quire the  use  of  many  firefighters  to  construct  approximately  1,000  miles  of 
fireline,  particularly  in  such  critical  areas  as  the  Southeast,  Arizona,  and  New 
Mexico. 

Obligations  during  this  6-month  period  for  the  past  5 years  have  been  as 
follows : 

Fiscal  year : Obligations 


1954  $1,  657, 123 

1955  1,  606,  446 

1956  2,875,863 

1957  1, 342,  615 

1958  2,026,881 


Average 


1,  901,  786 
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While  the  5-year  average  is  about  $1.9  million,  this  includes  a low  of  $1.3 
million  and  a high  of  $2.8  million.  The  estimated  obligations  for  the  period 
January  1,  to  June  30.  1959.  of  $1,176,371  are  slightly  below  the  average  for 
1 years  when  the  high  year  of  $2.8  million  is  excluded.  This  is  judged  to  be 
a conservative  figure  and  the  final  obligations  for  the  period  may  vary  depend- 
ing on  fire  weather  conditions  during  the  spring  and  early  summer. 

A.  Fire  coyitrol  summary  for  fiscal  year  1959 

The  need  to  spend  the  estimated  $13,500,000  during  fiscal  year  1959  was  dic- 
tated by  extreme  fire  danger,  increasing  costs  of  doing  business,  and  high 
potential  of  costly  damage  by  fire. 

1.  Large  fires  are  costly. — Comparatively  few  fires  each  year  escape  early 
control  and  spread  to  large  size.  These  few,  however,  are  the  fires  that  cause 
great  damage  and  require  large  sums  of  money  to  suppress.  Examples  of 
such  fires  in  fiscal  year  1959  are  : 

(a)  The  Stewart  fire  on  the  Cleveland  National  Forest  in  southern  Cali- 
fornia started  December  14,  on  a day  of  extremely  high  fire  danger.  The  fire 
was  not  controlled  until  the  evening  of  December  19,  and  burned  36,000  acres 
of  national  forest  and  25,000  acres  of  land  protected  by  the  State.  Maximum 
forces  mobilized  on  the  Forest  Service  portion  of  the  fire  included  1,095  civilians, 
720  Navy  and  Marine  Corps,  32  bulldozers,  32  tank  trucks,  and  10  aircraft. 
Estimated  cost  to  control,  $500,000. 

(b)  The  Monrovia  fire  on  the  Angeles  National  Forest  started  at  3:30  p.m., 
October  2,  and  was  controlled  October  8.  It  burned  12,640  acres  national 
forest  and  2,129  acres  of  other  lands.  Watershed  damage  is  estimated  at  $10 
million.  It  required  635  men,  17  tank  trucks,  and  4 air  tankers  to  suppress. 
Total  suppression  cost,  $500,000. 

(c)  The  Monkey  fire  on  the  San  Bernardino  National  Forest  started  at  12:30 
p.m.,  July  8.  It  was  one  of  three  fires  on  that  forest  of  more  than  300  acres 
which  started  within  a 3-hour  period.  Peak  employment  on  the  Monkey  fire: 
516  firefighters ; area  burned.  615  acres ; time  to  control,  101  hours ; fire  de- 
clared out,  July  29.  Cost,  $175,000. 

(d)  The  Soap  Creek  fire  on  the  Boise  National  Forest  in  Idaho  started  by 
lightning  August  12.  It  was  controlled  August  14  after  burning  800  acres. 
About  500  firefighters  were  employed.  Suppression  cost,  $51,750. 

(e)  The  Found  Creek  fire  on  the  Mount  Baker  National  Forest  in  Washing- 
ton started  by  lightning  in  a rugged  inaccessible  area.  It  was  discovered  August 
14  and  controlled  August  31.  A maximum  of  312  firf  fighters  were  employed. 
Four  helicopters  were  used  on  950  flights  carrying  firefighters  and  3.400  pounds 
of  airfreight.  Estimated  savings  by  use  of  helicopters,  $45,000.  Suppression 
cost.  $219,822. 

2.  Fire  danger  above  average. — All  western  regions  of  the  Forest  Service  had 
average  to  extremely  high  fire  danger  with  longer  seasons  than  normal.  The 
eastern  regions  had  about  normal  fall  burning  conditions. 

The  severe  drought  of  the  past  several  years  in  southern  California  continued, 
through  195S  with  extremely  low  humidities  resulting  in  lower  fuel  moistures. 
In  the  San  Francisco  Bay  area  all-time  heat  records  were  broken  in  December 
and  at  the  same  time  rainfall  since  July  at  various  weather  stations  was  only 
1 to  14  percent  of  normal. 

Utah  and  all  of  the  Great  Basin  area  had  a severe  fire  season  with  low  rainfall 
and  many  days  of  low  humidities.  In  Oregon  and  Washington  the  1958  fire  sea- 
son is  classed  as  one  of  the  hottest  on  record  and  the  most  severe  since  1951—52. 
In  western  Oregon  the  mid-September-October  period  was  in  some  respects  the 
most  severe  since  1936.  Northern  Washington  forests  were  more  critical  than 
those  farther  south,  it  being  the  driest  season  ever  recorded  on  the  Mount 
Baker  National  Forest.  This  trend  extended  into  the  Province  of  British 
Columbia  in  Canada,  which  had  one  of  its  most  disastrous  seasons.  The  season 
in  southeastern  Alaska  was  one  of  the  driest  on  record. 

3.  J lore  fires  and  less  area  burned. 

There  were  11,050  fires  in  1958  compared  with  7.195  fires  in  1957  and  a 5-year 
average  of  9,787.  Lightning  fire  occurrence  for  calendar  year  1958  was  the  third 
greatest  during  the  past  25  years  and  exceeded  the  5-year  average  by  33  percent. 
Although  the  fire  season  was  more  severe  than  average,  the  man-caused  fires 
did  not  greatly  exceed  the  record  low  number  for  1957.  A definite  downward 
trend  in  man-caused  fires  is  noted  when  comparing  the  1949-53  average  of  5.900 
fires  with  the  1954—58  average  of  4,500.  This  significant  decrease  is  due.  for  the 
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mof  part,  to  extensive  fire  prevention  programs  such  as  the  national  cooperative 
forest  fire  prevention  campaign  (Smokey  Bear),  “Keep  Green”  organizations,  ana 
tlu.  hirrciiM'ii  emphasis  on  prevention  by  the  Forest  Service  and  other  protection 
agencies  throughout  the  country. 

The  area  burned  in  calendar  year  1958  was  approximately  120,000  acres  com- 
pared t»  1 11,191  acres  burned  in  1957,  a fire  season  of  lesser  potential,  and  a 
5 year  average  burn  of  244,125  acres.  Part  of  this  favorable  record  can  be 
wed  io  a less  than  average  number  of  man-caused  fires,  and  part  to  more 
■ ■ ! i ; i nixed  attack,  including  aircraft.  Fire-control  costs  were  up,  but  an 
mu  a ai  ding  record  was  made  in  holding  burned  area  and  potential  damage  to  a 
minimum. 

1.  Jo  rest  values  increasing. — Potential  losses  from  fire  go  up  as  timber  and 
otic,  r forest  resources  continue  to  increase  in  value.  In  many  States  the  timber 
on  some  lands  is  valued  at  more  than  $2,000  per  acre. 

Watershed  values  vary  greatly  nationwide.  Water  is  practically  priceless  in 
many  interior  parts  of  the  country  and  in  southern  California.  Watershed- cover 
in  t he  mountains  of  southern  California  is  valued  at  about  $1,000  per  acre. 

Some  losses  from  fire  can  be  measured  in  monetary  terms,  but  many  more 
cannot.  Demands  on  the  national  forests  continue  to  grow  with  increasing 
population.  Loss  from  fire  becomes  more  severe  and  less  tolerable  as  resource 
use  becomes  more  intensive. 

Over  10,000  cubic  yards  of  topsoil  and  debris  were  loosened  and  washed  down- 
stream by  a shower  July  29  on  a 90-ac-re  watershed  that  burned  July  8 during 
the  Monkey  fire  on  the  San  Bernardino  National  Forest  in  southern  California. 
The  debris  closed  a main  highway  and  damaged  several  cars.  Long-range  dam- 
age cannot  be  accurately  calculated  but  is  known  to  be  great.  When  areas  burn 
that  are  subject  to  erosion,  and  also  are  adjacent  to  metropolitan  areas  or  high 
value  agricultural  lands,  resulting  flood  damage  can  be  tremendous. 

5.  Emergency  manning  required. — The  basic  or  “regular”  fire  organization  is 
planned  to  meet  most  protection  needs  in  a normal  fire  season  with  average  fire 
danger.  This  organization  is  financed  by  the  “National  forest  protection  and 
management”  activity.  “Fighting  forest  fire”  funds  are  used  to  finance  the  extra 
forces  and  facilities  used  to  suppress  fires  and  to  strengthen  the  regular  force 
temporarily  during  periods  when  high  fire  danger  creates  emergency  conditions 
and  for  overtime  work  on  the  basic  or  “regular”  fire  organization. 

Emergency  conditions  develop  when  fire  danger  exceeds  the  predetermined 
average  for  which  the  basic  fire  organization  is  planned.  Fire  danger  can  be- 
come critical  during,  preceding,  or  following  the  normal  fire  season  on  any  day 
or  series  of  days  and  may  extend  for  several  weeks  in  some  localities.  In 
easier  years  few  emergency  periods  develop ; in  critical  years,  they  occur  more 
frequently  and  for  longer  duration.  Because  they  occur  irregularly  and  often 
cannot  be  foreseen  very  far  in  advance,  the  most  economical  management  re- 
quires orderly  planned  emergency  buildup  in  forces  on  a temporary  basis.  The 
system  developed  for  emergency  manning  assures  sizable  savings  in  public  ex- 
penditures. During  relatively  easy  seasons  which  usually  occur  in  one  or  more 
regions  of  the  country  each  year,  costs  are  held  down  by  not  manning  for  peak 
loads.  In  bad  fire  years,  savings  are  made  by  having  available  strong  forces 
which  attack  and  control  fast-spreading  fires  while  they  are  small.  Due  to  the 
severity  of  the  1958  fire  season,  costs  for  emergency  manning  were  high. 

6.  Modern  methods  save  resources  t)ut  cost  money. — The  Quimby  Creek  fire  on 
the  Shasta-Trinity  National  Forest  in  central  California  is  a good  example  of  the 
effectiveness  but  high  cost  of  modern  methods.  It  was  started  by  lightning 
the  evening  of  August  23.  Within  2 hours  4 smoke  jumpers  were  on  the  fire  line  ; 
by  midnight  2 crew  bosses  and  10  additional  firefighters  had  arrived  by  truck  and 
foot.  Early  the  following  morning  eight  planeloads  of  fire  retardant,  totaling 
4,100  gallons,  were  dropped  on  the  fire.  A bulldozer  constructed  one-half  mile 
of  road  to  gain  access  for  tank  trucks.  Although  only  9 acres  wTere  burned  the 
suppression  cost  was  $11,720. 

For  comparison,  a fire  that  started  close  to  the  same  place  in  1926  required 
22*4  hours  to  reach  and  31  days  to  control ; 3,880  acres  were  burned  and  costs 
were  $6,000  for  suppression. 

The  Monkey  fire  although  relatively  small  (615  acres)  was  costly.  Its  iso- 
lated location  and  the  rugged  terrain  prevented  use  of  ground  equipment,  such 
as  bulldozers  and  tank  trucks.  Air-tanker  use  cost  $17,516,  which  included  fire 
retardant,  mixing,  and  hire  of  aircraft.  Helicopters  cost  an  additional  $10,202 
for  ferrying  men  and  supplies,  reconnaissance,  and  patrol.  Air  attack  was  16 
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percent  of  the  total  cost  of  control.  Without  it  the  acreage  burned,  suppression 
costs,  and  damage  would  have  been  far  higher. 

During  the  1958  fire  season  “air  tankers”  applied  67,000  gallons  of  water  and 
1,410,000  gallons  of  fire-retardant  mixture  on  320  fires.  This  was  nearly  three 
times  the  amount  cascaded  in  1957  on  over  three  times  as  many  fires.  Results 
of  this  use  are  being  thoroughly  analyzed.  It  is  believed  that  the  use  of  fire 
retardants  has  been  a large  factor  in  reduction  of  area  burned  during  the  past 
two  seasons. 

The  greater  strength  of  attack  through  the  use  of  aircraft,  bulldozers,  plows, 
tank  trucks,  and  other  mechanized  equipment  has  prevented  many  small  fires 
from  becoming  large  during  critical  fire  weather. 

B.  Progress  in  lire  control 

Continued  aggressive  efforts  to  improve  financial  management  and  increase 
operating  efficiencies  through  development  of  better  procedures  and  skills  are 
being  exerted  to  help  offset  the  trends  toward  higher  costs. 

1.  National  fire  planning. — The  purpose  of  this  program  is  to  reanalyze  the 
forest-fire-protection  system,  unit  by  unit,  nationwide.  It  is  planned  to  scien- 
tifically restudy  fire  control  based  on  up-to-date  findings  of  research,  new  tech- 
niques, equipment,  and  present-day  forest  values.  It  will  provide  uniform  nation- 
wide fire-control  performance  standards  to  meet  current  resource  management 
objectives.  The  result  should  be  the  best  integrated  system  of  equipment,  man- 
power, methods,  and  facilities  needed  to  meet  these  standards  under  varying 
conditions  of  fuel,  weather,  and  topography.  It  will  provide  a more  accurate 
measure  of  performance  among  fire-control  units  and  a basis  for  equitable  dis 
tribution  of  appropriations  to  forest  regions  and  national  forests. 

2.  Better  firefighting  equipment. — A number  of  important  studies  are  in  prog- 
ress to  increase  the  effectiveness  of  equipment  in  fire  control,  varying  from  hand 
tools  to  aircraft.  Such  items  as  disposable  flashlights,  dry  batteries,  improved 
safety  hats,  and  protective  clothing,  and  fireline  trenchers,  are  currently  being 
tested  and  improved  for  fire  use.  Air-tanker  use  is  receiving  continued  study  in 
California,  the  Northwest,  and  Southwest.  Air  tankers  are  being  tested  under 
local  conditions  in  the  Lake  States,  the  Northeast,  and  the  South. 

A fully  equipped  helicopter  organization  for  initial  attack  is  being  tried  on  the 
Selway-Bitterroot  area  in  Montana. 

G.  Cooperators  gave  valuable  aid 

The  military  services  provided  valuable  cooperation  on  many  fires,  with  man- 
power, aircraft,  and  ground  equipment. 

Mutual  aid  arrangements  with  neighboring  protection  agencies  were  effective 
in  many  places.  State,  county,  city,  and  Forest  Service  units  worked  closely 
and  often  jointly  on  the  fire  problem.  Many  of  the  major  fires  were  fought 
by  the  combined  efforts  of  all  these  agencies. 

D.  High  price  in  lives  lost 

Thirteen  lives  were  lost  on  fires.  California,  three  men  killed  on  three  separate 
fires.  One  man  lost  his  life  when  struck  by  lightning.  Five  men,  all  pilots, 
lost  their  lives  in  airplane  crashes  during  aerial  tanker  operations  on  three 
separate  fires. 

Washington,  four  men  were  killed  in  an  airplane  crash  on  a cargo-dropping 
mission. 

All  possible  effort  is  being  directed  toward  more  effective  accident-prevention 
measures  in  this  hazardous  work. 

History  of  appropriations  for  fighting  forest  fires 

From  1916  through  1950,  the  Congress  appropriated  each  year  in  the  regular 
Appropriations  Act  a token  amount  for  fighting  forest  fires  which  was  supple- 
mented to  the  extent  required  to  reimburse  actual  expenditures  by  a supple- 
mental appropriation  made  after  the  summer  and  fall  firefighting  costs  were 
known.  During  most  of  this  period  current  year  appropriations  were  made 
available  to  meet  prior-year  obligations  when  necessary. 

Beginning  in  fiscal  year  1951  and  continuing  through  1959,  Congress  appro- 
priated amounts  varying  from  $6  million  to  $5  million  in  the  regular  annual 
Appropriation  Act  for  fighting  forest  fires.  Effective  with  fiscal  year  1958, 
the  entire  amount  available  was  reserved  for  emergencies  to  be  apportioned 
for  use  only  to  the  extent  necessary  to  meet  emergency  conditions.  The  pro- 
vision making  the  current  year  appropriation  available  to  meet  prior  year 
obligations  when  necessary  was  continued. 
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The  following  table  shows  the  status  of  fighting  forest  fires  appropriations 
during  the  period  1951-59  : 


Fiscal  year 

Amount  of 
regular  appro- 
priation 

Supplemental 
appropriation 
or  estimate 

Obligations  in 
excess  of  ap- 
propriation 
covered  by 
subsequent 
year’s  appro- 
priation 

1951  

$6, 000, 000 
6, 000, 000 
6, 000, 000 
6,  000.  000 
6,  000,  000 
5,  250,  000 
5,  150.  000 
5.  000, 000 
5,  000, 000 

$591, 429 

1952  

$3,  250, 000 

1953  

1954 

4,  500, 0C0 

1955..  . 

348  87 
1,  921, 386 

1956  

5,  250,  000 

6,  500,  000 
3,  850,  000 
8,  500, 000 

1957 

1958  

550, 3C9 

1959 

Situation  in  fiscal  year  1959 

For  reasons  already  explained  expenditures  in  excess  of  the  amount  available 
for  fiscal  year  1959  have  been  made.  These  expenditures  have  been  met  tempo- 
rarily from  other  “Forest  protection  and  utilization’’  appropriations,  in  accord- 
ance with  provisions  of  law  (31  U.S.C.  534).  The  supplemental  estimate  of 
$8,500,000  will  permit  the  return  of  the  borrowed  funds  needed  for  the  purposes 
for  which  appropriated  and  will  provide  $1,476,371  for  estimated  obligations  for 
emergency  firefighting  during  the  period  January  1 to  June  30,  1959. 

(2)  Increase  of  $5,432,200  for  pay  act  increases  authorized  by  the  Federal 
Employees  Salary  Increase  Act  of  1958  approved  June  20,  1958  ( Public  Law 
85-^62). 

Ti  e estimate  of  $5,432,200  will  be  provided  by  transfer  from  the  appropriation 
“Conservation  reserve  program”  for  fiscal  year  1959.  The  amount  requested  in- 
cludes all  pay  act  costs  in  the  forest  protection  and  utilization  appropriation 
except  those  for  fighting  forest  fires  and  minor  amounts  for  insect  and  disease 


control  and  are  distributed  as  follows : 

Forest  land  management $4,  326,  000 

Forest  research 1,  003,  400 

State  and  private  forestry  cooperation.. 102, 800 

Total — 5,  432,  200 


Pay  act  costs  in  all  other  appropriations  are  being  absorbed.  For  all  appro- 
priations, including  permanent  appropriations  and  trust  funds,  pay  act  costs  are 
estimated  at  $7,588,698.  In  addition,  increased  salary  costs  for  wage  board 
employees,  in  fiscal  year  1959,  are  estimated  to  be  $1,598,329  all  of  which  is  boi‘ng 
absorbed.  Total  increased  salary  costs  therefore  are  $9,185,027,  of  which 
$3,752,827  or  40.9  percent  is  being  absorbed. 

Additional  absorption  of  pay  act  costs  cannot  be  made  unless  planned  pro- 
grams are  reduced.  There  follow  separate  justification  statements  for  each  of 
the  three  subappropriation  items  on  which  pay  act  costs  are  being  requested. 

Forest  land  manageemnt 

This  covers  primarily  protection  and  management  of  the  national  forests.  Pay 
act  costs  cannot  be  absorbed  without  substantially  reducing  the  level  of  cur- 
rently planned  program  activities  which  would  create  serious  public  impacts. 
Funds  now  available  for  protection  and  administration  of  the  national  forests 
are  urgently  needed  to  cover  existing  .iob  loads.  The  use  of  the  national  forests 
is  inc  e^sine-  each  year,  requiring  additional  personnel  to  handle  increased  jnb- 
loads.  To  absorb  pay  act  costs  would  require  curtailment  in  activities  such  as 
timber  sales,  fire  protection,  recreation-public  use,  range  resource  management, 
soil  and  water  projects,  and  other  important  management  and  development  work 
on  the  national  forests.  To  curtail  this  work  now  would  be  inconsistent  with 
(1)  the  increases  provided  in  1958  and  1959  to  strengthen  these  programs  and  (2) 
the  increase  for  administration  of  timber  sales  being  requested  in  the  1960 
budget  estimates. 
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Pav  act  costs  cannot  be  absorbed  within  currently  available  funds  and  the 
additional  funds  are  urgently  needed  because  the  national  forests  are  being 
utilized  and  managed  more  intensively  than  ever.  This  expansion  requires 
increased  manpower  facilities,  equipment,  and  supplies.  This  greater  intensive 
management  is  in  the  best  interests  of  the  Nation,  both  from  the  immediate  gains 
being  made  by  revenue  to  the  Treasury  and  in  the  long-term  gam  which  will 
provide  increasing  products  for  use  by  future  generations. 

Forest  research 

The  current  rapid  intensification  of  management  of  forest,  range,  and  water- 
shed lands,  and  increasing  industrial  demands  for  forest  products  have  created 
an  urgent  need  for  research  in  all  aspects  of  forestry.  This  has  been  recog- 
nized in  recent  years  by  appropriation  increases.  The  legislative  history  of 
most  of  these  increases  includes  specific  problems  to  be  worked  upon.  The  in- 
creases for  fiscal  year  1959  followed  this  same  pattern. 

The  major  portion  of  the  increase  for  fiscal  year  1959  was  designated  for 
needed  research  facilities  at  specified  locations.  The  remaining  portion  of  1959 
increases  was  directed  to  recognized  problems  of  broad  scope  and  significance. 

Pay  act  costs  could  be  absorbed  only  by  termination  of  entire  research 
projects,  some  of  them  underway  for  a period  of  years,  with  consequent  waste 
of  investment,  or  by  failing  to  start  work  or  construct  facilities  for  which  Con- 
gress has  appropriated  money.  Spreading  absorption  of  the  pay  act  costs  nnk 
formly  to  all  research  activities  would  reduce  many  operations  to  inefficient 
levels'.  Some  75  to  SO  percent  of  research  funds  are  expended  on  salaries.  To 
absorb  the  pay  act  costs  out  of  the  remainder  would  reduce  many  units  to 
ineffectiveness. 

Recent  history  of  increases  for  forestry  research  is  evidence  of  intent  of  the 
Congress  to  strengthen  this  activity.  It  would  be  inconsistent  with  this  intent 
to  propose  that  the  current  program  be  reduced  by  absorbing  pay  act  costs. 

State  a?id  private  forestry  cooperation 

Pay  act  costs  for  this  subappropriation  could  be  absorbed  only  through  a 
combination  of  the  following  actions  and  consequences : 

(a)  A reduction  in  force  of  Forest  Service  personnel  engaged  in  administra- 
tion of  cooperative  programs  with  States  in  forest  fire  control,  forest  tree  plant- 
ing, and  forest  management  and  processing  under  the  Clarke-McNary  Act  of 
June  7.  1924.  and  the  Cooperative  Forest  Management  Act  of  August  25.  1950 : 
The  present  administrative  staff  in  the  Washington  office  and  the  nine  regional 
offices  is  now  the  bare  minimum  required  to  give  proper  direction,  inspection,  and 
audit  to  these  cooperative  programs.  Reductions  in  force  would  make  it  impos- 
sible to  meet  the  administrative  responsibilities  attending  these  programs. 

(&)  Reduction  of  the  matching  funds  provided  to  the  States  for  these  same 
three  cooperative  programs : Due  to  the  size  and  severity  of  the  job  facing  them, 
it  is  felt  that  the  States  should  not  be  requested  to  reduce  their  programs  for 
the  purpose  of  absorbing  pay  act  costs  relating  to  the  Federal  administration  of 
the  same  programs. 

(c)  Reduction  in  the  forest  fire  prevention  (Smokey  Bear)  program:  Com- 
mitments have  already  been  made  in  this  campaign  with  the  National  Adver- 
tising Council  which  cannot  be  canceled  without  serious  curtailment  of  the 
nationwide  program  to  prevent  forest  fires. 

(d)  Curtailment  of  the  general  forestry  assistance  activity:  The  primary 
contribution  of  the  Forest  Service  to  the  Department's  program  for  rehabilita- 
tion of  rural  undeveloped  areas  is  made  through  this  activity.  Any  decrease  in 
the  amount  of  funds  available  for  it  would  reduce  the  Forest  Service  participa- 
tion and  require  a reduction  of  personnel  assigned  to  this  work. 

Pboposed  Traxsfebs  of  Funds  To  Meet  Increased  Pay  Costs,  1959 1 

(H.  Doc.  No.  90) 

Request : S10. 152.905  in  transfer  authority  and  S330.000  increase  in  limitation 
for  fiscal  year  1959. 

1 Note. — Since  no  appeal  for  restoration  from  House  actions  is  beinar  made  on  the 
following  agencies,  their  detailed  justifications  have  been  omitted  from  this  insert: 
Foreign  Agricultural  Service.  Federal  Crop  Insurance  Corporation.  Office  of  the  Genera) 
Counsel,  and  Office  of  the  Secretary. 
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PURPOSE  AND  NEED  FOR  PROPOSED  TRANSFERS 

Pursuant  to  Public  Law  85-462,  increasing  the  rates  of  basic  compensation  for 
certain  officers  and  employees  of  the  Federal  Government,  the  total  increase  in 
pay  costs  under  appropriations  to  the  Department  of  Agriculture  is  estimated  to 
bo  $30.8  million  during  the  fiscal  year  1959.  To  the  maximum  extent  possible, 
the  increased  pay  costs  will  be  absorbed  through  savings  to  be  realized  as  a 
result  of  delays  in  filling  vacancies  and  other  adjustments  in  administrative 
expenses  that  can  be  made  without  disrupting  essential  program  operations 
(including  increases  in  several  administrative  expense  or  transfer  limitations). 
Of  the  total  pay  costs,  it  is  estimated  that  $9.7  million,  or  more  than  26  percent, 
can  be  absorbed  within  the  respective  appropriations  without  the  necessity  for 
seeking  authority  to  transfer  funds  from  other  appropriations  of  the  Depart- 
ment. It  is  proposed  that  the  balance  of  $27.1  million  be  provided  by  transfers 
from  fiscal  year  1959  funds  already  available  to  the  Department. 

Of  the  total  transfers  for  Pay  Act  costs  requested  for  1959,  $16,895,843  was 
contained  in  House  Document  No.  58,  submitted  by  the  President  on  February 
11,  1959,  along  with  supplemental  appropriation  requests  for  specific  program 
requirements. 

For  the  remaining  1959  appropriation  items  of  the  Department  for  which  sup- 
plemental funds  are  needed  for  pay  act  costs,  proposed  language  authorizing  the 
transfer  of  funds  from  the  appropriation  “Conservation  reserve  program”  in 
the  amount  of  $10,152,905  is  contained  in  House  Document  No.  90,  transmitted 
by  the  President  on  March  2,  1959.  An  increase  of  $330,000  in  the  amount  of 
administrative  and  operating  expenses  of  the  Federal  Crop  Insurance  Corpora- 
tion that  may  be  paid  from  premium  income  was  also  proposed  in  House  Docu- 
ment No.  90.  Justifications  for  items  included  in  House  Document  No,  90  are 
attached. 

LANGUAGE 

Department  of  Agriculture 

Farmer  Cooperative  Service:  “Salaries  and  expenses,”  $42,000,  to  be  derived 
by  transfer  from  the  appropriation  for  “Conservation  reserve  program” ; 

Soil  Conservation  Service:  “Conservation  operations,”  $6,424,000,  to  be  de- 
rived by  transfer  from  the  appropriation  for  “Conservation  reserve  program”; 

Foreign  Agricultural  Service:  “Salaries  and  expenses,”  $257,800,  to  be  derived 
by  transfer  from  the  appropriation  for  “Conservation  reserve  program” ; 

Commodity  Exchange  Authority:  “Salaries  and  expenses,”  $68,000,  to  be  de- 
rived by  transfer  from  the  appropriation  for  “Conservation  reserve  program” ; 

Federal  Crop  Insurance  Corporation:  “Federal  Crop  Insurance  Corporation 
fund”  (increase  of  $330,000  in  the  limitation  upon  the  amount  which  may  be 
paid  from  premium  income  for  administrative  and  operating  expenses)  : 

Rural  Electrification  Administration:  “Salaries  and  expenses,”  $613,000,  to 
be  derived  by  transfer  from  the  appropriation  for  “Conservation  reserve  pro- 
gram” ; 

Farmers  Home  Administration:  “Salaries  and  expenses,”  $2,210,500,  to  be 
derived  by  transfer  from  the  appropriation  for  “Conservation  reserve  program” ; 

Office  of  the  General  Counsel:  “Salaries  and  expenses,”  $267,500,  to  be  de- 
rived by  transfer  from  the  appropriation  for  “Conservation_reserve  program” ; 

Office  of  the  Secretary:  “Salaries  and  expenses,”  $207,505,  to  be  derived  by 
transfer  from  the  appropriation  for  “Conservation  reserve  program” ; 

Library : “Salaries  and  expenses,”  $62,600,  to  be  derived  by  transfer  from 
the  appropriation  for  “Conservation  reserve  program”; 

EXPLANATION  OF  LANGUAGE 

The  proposed  language  would  provide  authorization  to  transfer  a total  of 
$10,152,905  from  the  appropriation  for  “Conservation  reserve  program,”  fiscal 
year  1959,  for  the  appropriation  items  listed  in  House  Document  No.  90  for 
increased  pay  costs  pursuant  to  Public  Law  85-462.  The  proposed  language 
would  also  authorize  an  increase  of  $330,000  for  increased  pay  costs  m the 
amount  of  administrative  and  operating  expenses  of  the  Federal  Crop  Insur- 
ance Corporation  that  may  be  paid  from  premium  income. 
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Farmer  Cooperative  Service 
Salaries  and  expenses 


Appropriation,  1959 $578,  000 

Proposed  transfer,  1959 42,  000 

Revised  estimate,  1959 620,  000 


Activities  under  this  appropriation. — This  appropriation  finances  research,  ad- 
visory and  educational  work  to  help  improve  cooperative  operations  for  the  3 
million  farmers  who  are  members  of  approximately  10,000  marketing,  purchasing, 
and  business  service  cooperatives.  This  work  involves  problems  of  organiza- 
tion, financing,  management  policies,  membership  understanding,  merchandising, 
costs,  and  efficiency.  It  is  conducted  in  cooperation  with  the  Extension  Service, 
land-grant  colleges,  banks  for  cooperatives,  State  departments  of  agriculture  and 
other  agencies  to  bring  about  better  understanding  and  application  of  sound 
cooperative  principles  and  practices. 

Need  for  proposed  transfer. — The  Farmer  Cooperative  Service  has  absorbed 
increased  postal  costs  of  $3,300  through  the  reduction  of  employment  and  other 
objects  of  expenditure.  The  increased  pay  costs  due  to  Public  Law  85-462  are 
estimated  to  be  $47,025  under  this  appropriation.  It  will  be  possible  to  absorb 
$5,025  (over  10  percent)  of  the  increased  pay  costs,  primarily  through  delay  in 
the  filling  of  vacancies. 

The  Service  has  a small  highly  trained  professional  staff  conducting  the  ac- 
tivities authorized  under  the  appropriation.  The  normal  turnover  is  low,  par- 
ticularly of  professional  personnel,  and  will  not  permit  absorption  of  all  the  in- 
creased pay  costs.  Activities  are  conducted  by  a compact  group  of  professional 
workers  organized  in  commodity  or  functional  branches  supported  by  statistical 
and  clerical  workers.  Additional  absorption  of  pay  costs  in  1959  would  compel 
severe  curtailment  of  professional  and  supporting  personnel,  and  would  seriously 
impair  the  ability  of  the  Service  to  maintain  established  services  and  meet  con- 
stantly increasing  demands  for  work  required  in  the  public  interest  to  assist 
farmers  and  their  cooperatives  with  their  acute  problems  in  today’s  fast-changing 
economic  environment. 

Hence  a transfer  of  $42,000  is  proposed  to  meet  the  1959  pay  costs  which  can- 
not be  financed  from  the  currently  available  appropriation. 

Soil  Conservation  Service 
Conservation  operations 


Appropriation,  1959 $74,  780,  000 

Proposed  transfer,  1959 6,  424,  000 

Revised  estimate,  1959 81,  204,  000 


Activities  under  this  appropriation. — This  appropriation  finances  the  furnish- 
ing of  technical  assistance,  through  locally  organized  soil  conservation  districts, 
to  farmers  and  ranchers  in  the  planning  and  application  of  sound  land  uses  and 
proper  combinations  of  soil,  water,  and  plant  conservation  measures  on  the  agri- 
cultural lands  of  the  Nation,  to  reduce  the  hazards  and  damage  from  soil  ero- 
sion and  sedimentation.  It  also  finances  the  soil  survey  of  the  Nation’s  lands 
in  cooperation  with  the  land-grant  colleges  and  other  State  and  Federal  agencies, 
the  objective  of  which  is  to  complete  the  inventory  of  the  land  resources  of  the 
Nation  as  soon  as  possible. 

Need  for  proposed  transfer. — In  connection  with  the  1959  appropriation  for 
“Conservation  operations,”  the  following  comment  was  contained  in  the  report 
of  the  House  Appropriations  Committee,  page  18  : 

“*  * * the  committee  has  increased  this  appropriation  by  $2,500,000  to  assure 
sufficient  technicians  to  staff  existing  districts  properly  and  provide  technical 
assistance  to  new  districts  as  they  are  established.  Also,  the  additional  funds 
are  provided  for  adequate  technicians  to  advise  and  assist  in  the  planning  and 
construction  work  on  the  11  major  watersheds  authorized  in  1944,  which  are 
still  only  about  24-percent  completed  and  on  the  small  upstream  watershed 
projects  under  the  pilot  program  and  Public  Law  566,  83d  Congress.” 

It  would  be  impossible  for  the  Soil  Conservation  Service  to  finance  the  in- 
creased Pay  Act  costs  and  still  provide  for  the  added  technical  services  needed 
for  ths  new  sdil  conservation  districts  and  for  strengthening  the  existing  staff 
for  the  purposes  enumerated  in  the  report.  The  staffs  servicing  soil  conservation 
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districts  are  the  main  source  of  trained  technicians  and  aids  to  staff  the  new 
v "terstmd  protects  as  soon  as  they  a»-e  approved  for  operation  under  Public  Law 
5G6,  as  amended.  Usually  the  work  in  watershed  projects  complements  other 
work  being  performeu  by  the  soil  conservation  districts  on  individual  farms  and 
ranches  and  often  requires  an  acceleration  of  the  establishment  of  land  treat- 
ment and  other  conservation  measures.  This  accelerated  technical  assistance  may 
lie  tv- need  from  funds  appropriated  for  the  watershed  work.  However,  if  the 
added  pay  costs  were  required  to  be  absorbed  within  the  present  level  of  the  “Con- 
ser  a i ion  o orations”  appropriation  it  ’’ oul  * be  necessarv  to  reduce  staff  in  the 
existing  soil  conservation  districts.  This  would  result  in  retarding  the  estab- 
lisbm  of  conservation  > r otLes  in  both  this  program  and  the  Public  Law  566 
watershed  program,  including  the  structural  measures  needed  for  flood  preven- 
tion an.,  for  other  water  management  purposes,  contrary  to  the  intent  of  the 
Congress  in  the  enactment  of  the  1959  appropriation. 

Commodity  Exchange  Authority 
Salaries  and  expenses 


Appropriation,  1959 $832,  000 

Proposed  transfer,  1959 68,  000 

Revised  estimate,  1959 900,  000 


Activities  under  this  appropriation. — This  appropriation  finances  the  adminis- 
tration of  the  Commodity  E change  Act  of  September  21,  1922,  as  amended.  The 
maj  >r  objectives  of  the  act  are : To  prevent  commodity  price  manipulation  and 
corners  ; prevent  dissemination  of  false  and  misleading  crop  and  market  informa- 
tion affecting  commodity  prices  ; protect  hedgers  and  other  users  of  the  commodity 
futures  markets  against  cheating,  fraud,  and  manipulative  practices ; insure  the 
benefits  of  membership  privileges  on  contract  markets  to  cooperative  associations 
of  producers ; insure  trust-fund  treatment  of  margin  moneys  and  equities  of 
hedgers  and  other  traders  and  prevent  the  misuse  of  such  funds  by  brokers ; and 
provide  information  to  the  public  regarding  trading  operations  on  contract 
markets. 

Need  for  proposed  transfer. — Pay  increases  resulting  from  the  Pay  Act  of  1958 
amount  to  $77,500  for  the  1959  fiscal  year.  Of  this  amount  $9,500  (over  12 
percent)  will  be  absorbed  from  the  1959  appropriation  for  the  enforcement  of  the 
Commodity  Exchange  Act.  Since  almost  90  percent  of  the  total  appropriation  is 
for  personal  services,  absorption  of  the  balance  of  $68,000  would  require  a reduc- 
tion of  approximately  11  employees,  at  a time  when  the  agency  is  able  to  maintain 
the  program  only  at  a minimum  level  of  operation. 

Trading  activity  in  the  fiscal  year  1958  showed  an  increase  of  17.1  percent  over 
1940.  In  fiscal  year  1940  CEA  has  220  employees  as  compared  to  122  at  present. 
Any  further  curtailment  of  the  enforcement  program  could  result  in  mere  token 
regulation  of  the  futures  markets.  This  could  well  be  worse  than  no  regulation 
at  all.  It  would  mean  that  those  who  profit  by  abusive  and  unlawful  practices 
could  represent  that  the  public  was  being  protected  by  virtue  of  a law,  when  in 
fact  the  law  was  being  administered  on  such  a limited  basis  as  to  provide  little 
or  no  protection.  With  active  futures  markets,  cheating  and  fraud  in  the  han- 
dling of  transactions,  attempts  to  manipulate  prices,  and  other  unlawful  practices 
are,  unfortunately,  ever  present,  causing  a heavy  workload  of  investigations  and 
administrative  or  judicial  proceedings. 

It  is  therefore  essential  that  CEA  retain  the  minimum  of  122  employees,  and 
a transfer  of  the  $68,000  required  for  pay  increase  costs  in  1959  is  proposed. 

Rural  Electrification  Administration 
Salaries  and  expenses 

Appropriation,  1959 $9,  019,  000 

Proposed  transfer,  1959 - — 613,  000 

Revised  estimate,  1959 9,  632,  000 

Activities  under  this  appropriation. — This  appropriation  item  finances  the  ad- 
ministrative expenses  necessary  to  the  making  of  loans  for  the  extension  of  cen- 
tral station  electric  service  to  unserved  rural  people  and  for  furnishing  and 
improving  rural  telephone  service.  Essential  loan  security  activities  are  carried 
out  to  provide  technical  assistance  and  advice  to  borrowers  so  that  they  can  plan 
and  conduct  their  operations  in  a manner  that  will  insure  a financially  sound 
basis  for  repayment  of  loan  funds  to  the  Government. 
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freed  for  proposed  transfer. — The  1959  budget  plan  for  administrative  expenses 
of  the  Rural  Electrification  Administration  restricts  expenses  to  the  lowest  pos- 
sible level  to  enable  maximum  absorption  of  increased  pay  costs  resulting  from 
the  Federal  Employees  Salary  Increase  Act  of  1958.  Almost  a complete  freeze 
his  been  placed  on  the  filling  of  vacated  positions ; only  in  exceptional  cases  are 
vacancies  filled.  This  is  expected  to  enable  a reduction  of  53  permanent  em- 
ployees during  the  fiscal  year  1959.  All  other  categories  of  expense  are  being 
held  to  minimum  essential  needs  for  daily  operations.  By  eliminating  all  but 
the  most  essential  administrative  expenses  it  is  expected  that  administrative 
obligations  can  be  held  to  about  $9,632,000  for  this  fiscal  year.  An  analysis  of 
all  positions  shows  that  $739,350  of  this  total  will  be  required  for  increased 
salary  costs  resulting  from  the  Pay  Act.  By  absorbing  $126,350  (over  17  per- 
cent) of  the  total  Pay  Act  costs  within  the  $9,019,000  presently  available,  a 
transfer  of  only  $613,000  will  be  required. 

Farmers  Home  Administration 
Salaries  and  expenses 


Appropriation,  1959 $29,  089,  500 

Proposed  transfer,  1959 . 2,  210,  500 

Revised  estimate,  1959 31,  300,  000 


Activities  under  this  appropriation. — This  appropriation  finances  the  admin- 
istration of  the  loan  programs  of  the  Farmers  Home  Administration,  including 
reviewing  of  applications,  making,  and  collecting  loans,  and  providing  technical 
assistance  and  guidance  to  borrowers. 

freed  for  proposed  transfer. — Pay  increases  in  the  fi-scal  year  1959  required  by 
the  Public  Law  85-462  will  total  $2,517,000.  Absorption  of  $306,500  (more  than 
12  percent)  of  this  amount  is  being  accomplished  through  deferral  of  filling  of 
vacated  positions  and  curtailment  of  other  administrative  expenses  wherever 
feasible.  The  absorption  is  being  applied  notwithstanding  other  increased  costs 
which  the  Farmers  Home  Administration  is  required  to  meet  during  the  fiscal 
year  1959  such  as  an  increased  mileage  allowance  from  7 cents  to  8 cents  for 
county  office  employees,  reclassification  of  some  positions  in  accordance  with 
established  guides,  increased  rental  costs,  etc.  In  order  to  absorb  these  added 
costs  plus  the  portion  of  the  Pay  Act  costs,  extremely  close  control  on  positions 
and  the  expenditure  of  funds  for  all  purposes  is  being  undertaken  at  all  levels  of 
operation.  Any  further  absorption  would  not  be  in  the  best  interests  of  the  loan 
programs  since  it  would  result  in  less  adequate  review  of  applications,  reduced 
servicing  and  collection  of  outstanding  loans,  and  lessened  assistance  and  guid- 
ance to  borrowers.  Hence,  the  proposed  transfer  of  the  remaining  $2,210,500  to 
meet  1959  Pay  Act  costs  is  required  to  avoid  impairment  of  the  credit  facilities 
supervised  by  the  Farmers  Home  Administration. 

Library 

Salaries  and  expenses 


Appropriation,  1959 $772,  000 

Proposed  transfer,  1959 62,  600 

Revised  estimate,  1959 834,  600 


Activities  under  this  appropriation. — This  appropriation  finances  library  serv- 
ices to  Department  of  Agriculture  personnel,  agricultural  colleges,  universities, 
farmers,  and  all  research  workers  in  the  field  of  agriculture  and  the  underlying 
physical,  chemical,  biological,  and  social  sciences.  Printed  information  in  many 
languages  must  be  acquired,  analyzed,  and  made  available  to  avoid  duplication 
of  research  efforts  and  attendant  waste  of  time  and  money.  ' 

freed  for  proposed  transfer. — The  proposed  transfer  of  $62,600  is  to  provide  for 
the  increased  salary  and  related  costs  resulting  from  Public  Law  85-462. 

Current  recognition  of  the  importance  of  national  scientific  libraries  in  the 
development  of  American  research  has  focused  attention  on  existing  resources. 
Where  once  the  Department  of  Agriculture  Library  was  unquestionably  the 
world’s  greatest  repository  of  printed  information  in  basic  agriculture  and  allied 
sciences,  such  as  chemistry,  zoology,  botany,  entomology,  forestry,  and  veterinary 
medicine,  now  the  holdings  even  in  American  agriculture  are  incomplete.  The 
entire  collection  is  inadequately  housed.  The  shelving  situation  is  acute.  A 
backlog  of  160,000  volumes  await  binding  and  this  backlog  increases  at  the  rate  of 
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5,000  untxnind  volumes  each  year.  Purchases  of  current  books  and  journals  are 
inadequate;  prices  of  scientific  publications  have  increased  far  beyond  the  li- 
brary's present  buying  power.  Many  publications  received  as  gifts  are  put  in 
storage  due  to  lack  of  staff  to  catalog  them. 

To  absorb  any  of  these  pay  costs  within  the  1959  appropriation  would  impair 
essential  library  services. 


General  Statement 

Chairman  Hayden.  Mr.  Grant,  the  Budget  Officer  from  the  De- 
partment. of  Agriculture  is  here  and  has  a brief  statement  to  make 
to  the  committee. 

Mr.  Grant.  Thank  you,  Mr.  Chairman. 

In  the  interest  of  saving  the  committee’s  time  I might  briefly  sum- 
marize the  situation  with  respect  to  the  Department  of  Agriculture. 
The  budget  estimates  in  House  Document  No.  58,  which  included 
the  items  in  title  I of  the  House  bill,  and  House  Document  No.  90, 
reflected  in  title  II  of  the  bill,  total  $1,345,980,811  in  appropriations, 
$28,170,575  in  transfers  from  other  appropriations  within  the  Depart- 
ment, and  $6,408,900  for  increases  in  limitations. 

These  latter  two  categories  are  proposed  only  for  the  increased  pay 
and  postage  costs.  The  House,  in  passing  the  bill,  made  reductions 
of  $1,269,200  in  appropriations,  $2,141,633  in  transfers,  and  $612,800 
in  proposed  increases  in  limitations. 

The  Department  has  carefully  reviewed  this  whole  matter,  and  is 
requesting  Senate  restoration  of  $643,200  in  appropriations,  $1.7  mil- 
lion in  transfers,  and  $49,300  in  increases  in  limitations. 

This  is  set  forth  in  detail  in  the  Department’s  letter  of  April  1, 
1959,  to  the  committee. 

With  respect  to  the  increased  pay  costs,  the  total  costs  under  appro- 
priations to  the  Department  was  $36.8  million.  Of  this  total,  $5.4 
million  was  reflected  as  an  absorption  in  the  budget  estimates. 

In  other  words,  when  the  budget  estimates  were  submitted  they 
already  reflected  an  absorption  of  over  14  percent.  When  you  take 
into  consideration  the  proposed  increases  in  limitations  to  meet  pay 
and  postage  costs,  the  total  absorption  against  the  present  appro- 
priations is  $9.7  million,  or  26  percent  within  funds  presently  ap- 
propriated. 

EFFECT  of  house  action 

Therefore,  the  House  action  in  making  a further  reduction  of  10 
percent  creates  in  certain  instances  serious  problems  for  the  Depart- 
ment for  the  remainder  of  the  fiscal  year.  We  have  reviewed  the 
situation  carefully  and  are  making  further  absorptions  of  $450,000 
which  will  reduce  the  proposed  transfers. 

Some  of  these  further  absorptions  result  from  savings  accrued 
from  delays  in  filling  vacant  positions.  An  example  of  this  is  the 
item  for  meat  inspection,  for  which,  with  the  amount  provided  by  the 
House  bill,  we  can  carry  out  adequately  the  inspection  service  for 
the  remainder  of  the  year. 

For  the  remaining  items,  we  are  requesting  Senate  restoration  as  set 
forth  in  detail  in  the  Department’s  letter.  Since  more  than  three- 
fourths  of  the  year  has  passed,  the  further  absorption  that  would  be 
required  under  the  House  bill  would  have  adverse  effects  on  the  vari- 
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ous  programs  for  this  year,  especially  since  the  active  field  season  for 
many  of  the  Department’s  programs  is  just  now  getting  underway, 
or  will  be  underway  very  soon. 

I believe  this  summarizes,  Mr.  Chairman,  the  situation  with  respect 
to  increased  pay  costs.  We  have  present  a representative  from  each 
of  the  agencies  concerned  in  the  event  there  are  any  questions. 

Chairman  Hayden.  Thank  you  for  your  statement. 

Senator  Russell  is  present  and  I will  ask  him  to  question  the  wit- 
nesses. 

REIMBURSEMENT  TO  CCO 

Senator  Russell.  That  $1.3  billion  is  for  the  Commodity  Credit 
Corporation  ? 

Mr.  Grant.  That  is  correct.  That  covers  the  items  for  reimburse- 
ment to  the  Commodity  Credit  Corporation  for  programs  which  the 
Corporation  carried  out  under  existing  laws  in  1958.  It  covers  pri- 
marily Public  Law  480,  the  International  Wheat  Agreement  and 
similar  programs  which  the  Corporation  conducts  with  its  funds  sub- 
ject to  subsequent  reimbursement  by  appropriation. 

Mr.  Grant.  We  feel  that  this  needs  to  be  handled  as  a supplemental 
in  view  of  the  fact  that  the  Corporation’s  borrowing  power  will  reach 
the  point  before  June  20  where  there  might  not  be  sufficient  funds 
available  to  meet  its  commitments  for  price  support  programs. 

Senator  Russell.  We  have  always  handled  these  restorations  previ- 
ously in  the  regular  appropriation  bill.  That  is  why  I asked  you  about 
that. 

Mr.  Grant.  That  is  right,  but  we  feel  in  order  to  be  sure  there  are 
sufficient  funds  to  meet  the  commitments  of  the  Corporation  we  need 
to  have  this  provided  for  as  a supplemental. 

Senator  Russell.  What  is  the  amount  ? 

Mr.  Grant.  The  borrowing  authority  of  the  Corporation  is  $14.5 
million.  On  the  basis  of  present  projections,  it  appears  likely  that  be- 
fore June  30  we  will  have  as  much  as  a $300  to  $500  million  deficit. 
Only  $559  million  of  the  $14.5  billion  of  borrowing  power  remained 
available  on  February  28, 1959. 

TRANSFERS  FROM  CONSERVATION  RESERVE  PROGRAM 

Senator  Russell.  I notice,  Mr.  Grant,  that  all  of  your  increases 
to  meet  the  requirements  of  the  pay  act  are  being  transferred  from 
funds  of  the  conservation  reserve  program. 

Mr.  Grant.  Yes,  Mr.  Chairman. 

Senator  Russell.  Why  was  that  item  singled  out  ? 

Mr.  Grant.  The  requirements  for  payments  in  the  fiscal  year  1959 
have  not  materialized  as  anticipated.  There  is  presently  available, 
and  cannot  be  used  for  payments,  an  estimated  $55  million. 

That  came  about  because  the  1958  program  signup  by  farmers  was 
not  as  great  as  had  been  anticipated,  and  also  because  practice  pay- 
ments which  would  be  made  under  1959  contracts  have  not  materialized 
as  had  long  been  estimated  originally. 

Senator  Russell.  The  demand  under  the  1958  program  was  much 
greather  than  authorized,  was  it  not  ? 

Mr.  Grant.  Yes,  sir. 

Senator  Russell.  Could  you  not  reallocate  these  funds  ? 
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Mr.  Grant.  These  funds,  Mr.  Chairman,  are  coming  from  the  1959 
appropriation  which  covers  annual  rental  payments  and  practice 
payments  on  contracts  signed  in  the  calendar  year  1958  and  prior 
years. 

Senator  Russell.  They  are  not  reappropriated. 

Mr.  Grant.  They  are  not  reappropriated.  The  funds  would  ex- 
pire for  obligation  on  June  30,  1959,  to  the  extent  that  they  are  not 
used.  It  may  be  that  a part  of  this  $55  million  will  be  needed  for 
meeting  practice  payments  under  the  1959  contracts  before  June  30, 
1959. 

If  that  is  the  case,  the  funds  will  be  so  used.  But  even  in  that  sit- 
uation, we  still  have  ample  funds  to  make  the  proposed  transfers 
from  the  conservation  reserve  appropriation  without  hampering  the 
program  in  any  respect. 

QUESTION  OF  MEETING  COSTS  BY  TRANSFER 

Senator  Russell.  Why  was  it  found  desirable  to  meet  these  in- 
creased costs  by  transfer  rather  than  by  direct  appropriation?  You 
are  not  going  to  save  a dime  by  this  bookkeeping  method.  I was  of 
the  opinion  that  these  funds  could  be  used  for  certain  purposes  in 
1959. 

Mr.  Grant.  Mr.  Beach  is  here,  and  he  may  wish  to  comment  on 
that. 

Mr.  Beach.  The  appropriation  for  conservation  reserve  payments 
is  on  an  expenditure  basis.  In  other  words,  the  funds  are  made  avail- 
able for  what  we  anticipate  we  will  pay  out  in  cash  in  a specific 
fiscal  year  on  all  contracts  that  were  signed  up  to  that  time. 

The  amount  of  such  funds  in  the  appropriation  for  1959  was  $200 
million.  We  did  have  available  from  the  preceding  years  $19  million 
that  had  been  transferred  to  the  Commodity  Credit  Corporation  be- 
fore June  30.  In  other  words,  we  had  a total  of  $219  million  avail- 
able for  carrying  out  our  obligations  during  the  1959  fiscal  year;  that 
is,  actually  making  the  expenditures. 

The  rest  of  the  explanation  as  Mr.  Grant  gave  it  to  you  is  correct. 
We  had  a reserve  of  $55  million,  which  we  did  not  anticipate  would 
be  used,  primarily  due  to  delays  in  meeting  requirements  for  paying 
for  practice  costs. 

Those  practices,  we  thought,  would  be  completed  before  June  30, 
1959,  and  therefore  we  would  be  making  the  payment  to  the  farmer 
by  that  time.  It  now  appears  that  some  of  the  practices  will  not  be 
completed  before  June  30, 1959,  and,  therefore,  we  will  not  be  making 
all  of  those  payments. 

We  do  anticipate  that  possibly  about  $25  million  of  this  $55  million 
reserve  will  have  to  be  called  back  and  used  in  carrying  out  the  pro- 
gram, but  there  are  ample  funds  to  meet  the  obligations  of  the 
program. 

Senator  Russell.  You  have  ample  funds  in  addition  to  all  of  these 
transfers  to  meet  these  payments. 

Mr.  Beach.  Yes,  sir. 
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TRANSFER  OF  APPROPRIATIONS 

Senator  Russell.  It  does  not  save  any  money  at  all.  It  is  just 
transferring  appropriations  rather  than  making  a direct  appropria- 
tion. Do  you  mean  the  conservation  reserve  program  is  operating 
on  a strictly  fiscal-year  basis  ? 

Mr.  Beach.  The  program  authorization  is  on  a calendar  basis  but 
the  appropriations  are  on  a fiscal-year  basis.  We  have  a situation 
somewhat  the  same  as  the  ACP  program  in  that  respect.  That  pro- 
gram operates  on  a calendar-year  authorization  with  a fiscal-year 
appropriation.  This  is  similar  to  that. 

Senator  Russell.  You  did  not  carry  over  the  uncommitted  balances 
into  the  next  year  ? 

Mr.  Beach.  No,  this  has  the  peculiarity  of  being  an  expenditure 
appropriation. 

Senator  Russell.  In  ACP  we  carry  the  appropriation  over  from 
year  to  year. 

Mr.  Beach.  We  indicated  to  the  Plouse  committee  that  we  were 
exploring  the  possibility  of  making  this  appropriation  one  where  the 
balances  will  carry  over  into  the  ensuing  years,  thereby  eliminating 
the  necessity  for  reappropriating  the  money  not  used. 

Senator  Russell.  I was  of  the  opinion  that  you  would  be  carrying 
over  funds  from  fiscal  year  1958.  We  did  carry  over  for  1958  some 
new  funds,  did  we  not  ? 

Mr.  Beach.  Yes,  sir.  We  had  in  the  CCC  account  $19  million  that 

we  had  transferred  to  CCC.  In  addition,  we  let  other  funds  revert 

to  the  Treasurv. 

%/ 

ADEQUACY  OF  PROGRAM  AUTHORIZATION 

Senator  Russell.  And  that  amount  was  not  needed  and  in  the  next 
year,  1959,  we  authorized  $375  million  program,  I believe  it  was. 

Mr.  Beach.  Yes,  sir. 

Senator  Russell.  That  has  proved  to  be  inadequate  ? 

Mr.  Beach.  It  was  inadequate  as  far  as  the  signup  is  concerned. 
We  had  greater  demand  for  signup  than  the  authorization  permitted. 

Senator  Russell.  If  these  funds  had  been  carried  over  into  the  1959 
program  they  would  have  been  available  to  farmers  under  the  con- 
servation program  rather  than  meeting  the  pay  costs. 

Mr.  Beach.  The  $375  million  program  authorization  is  what  lim- 
ited the  signing  of  contracts,  regardless  of  how  much  cash  we  had 
to  make  the  payment. 

Senator  Russell.  The  transfers  then,  that  did  take  place  were 
within  the  $375  million  program.  You  did  make  some  transfers  from 
one  State  to  another. 

Mr.  Beach.  Yes,  sir,  the  authorization  was  broken  down  by  States 
and  reallocated.  • 

Senator  Russell.  And  that  was  within  the  total  authorizations? 

Mr.  Beach.  Yes,  sir. 
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Agricultural  Research  Service 

STATEMENTS  OF  DR.  B.  T.  SHAW,  ADMINISTRATOR,  AGRICULTURAL 
RESEARCH  SERVICE;  DR.  M.  R.  CLARKSON,  DEPUTY  ADMINIS- 
TRATOR FOR  REGULATORY  PROGRAMS,  AGRICULTURAL  RE- 
SEARCH SERVICE;  EDMUND  STEPHENS,  DIRECTOR,  BUDGET  AND 
FINANCE  DIVISION,  AGRICULTURAL  RESEARCH  SERVICE;  AND 
CHARLES  L.  GRANT,  DIRECTOR  OF  FINANCE  AND  BUDGET 
OFFICER,  DEPARTMENT  OF  AGRICULTURE 

Restoration  Request 

Senator  Russell  (presiding).  I believe  the  next  item  is  an  appeal, 
which  is  a request  for  $100,000  for  humane  slaughter  research,  pursu- 
ant to  Public  Law  85-765  of  the  last  session  of  Congress. 

The  House  denied  the  request  for  this  item  and  the  committee  will 
hear  from  Dr.  Shaw,  Administrator,  Agricultural  Research  Service. 

GENERAL  STATEMENT  ON  HUMANE  SLAUGHTER  RESEARCH 

Dr.  Shaw.  Mr.  Chairman,  on  August  27,  1958,  Public  Law  85-765 
was  approved.  There  was  widespread  interest  in  the  enactment  of 
this  law.  It  directs  the  Secretary  of  Agriculture  to  conduct,  assist, 
and  foster  research  to  develop  and  determine  methods  of  slaughter 
of  livestock  and  the  handling  of  livestock  in  connection  with  slaugh- 
ter, which  are  practicable  from  the  standpoint  of  slaughter  operations 
and  humane  with  reference  to  other  existing  methods  and  current 
scientific  knowledge. 

It  establishes  as  a policy  of  the  United  States  that  livestock 
slaughter  and  related  handling  shall  be  carried  out  only  by  humane 
methods.  The  Secretary  is  directed  to  designate  methods  of  slaugh- 
ter and  handling  with  respect  to  each  species  of  livestock,  and  after 
June  30,  1960,  no  agency  or  instrumentality  of  the  United  States  shall 
contract  for  or  procure,  except  as  modified  by  the  President  in  a de- 
clared emergency,  any  livestock  products  produced  or  processed  by 
any  methods  not  designated  and  approved  by  the  Secretary. 

The  act  also  authorizes  establishment  of  a 12-member  advisory 
committee  to  (a)  make  recommendations  on  the  research  needed  and 
on  methods  of  slaughter  and  handling  for  each  species  of  livestock  and 
(b)  obtain  cooperation  of  the  public,  producers,  farm  organizations, 
industry  groups,  humane  associations,  and  Federal  and  State  agencies 
in  the  furtherance  of  research  and  the  adoption  of  improved  methods. 

The  advisory  committee  has  been  appointed  by  the  Secretary.  It 
has  endorsed  preliminary  studies  by  the  Department  on  methods  of 
humane  slaughter  now  in  common  practice  and  has  recommended  the 
speeding  of  studies  that  would  advance  knowledge  and  improve  meth- 
ods of  stunning  and  anesthetizing  livestock  prior  to  slaughter. 

AMOUNT  REQUESTED  FOR  RESEARCH 

The  supplemental  estimates  request  $100,000  for  research  on  humane 
slaughter  methods,  and  propose  language  necessary  to  authorize  the 
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use  of  not  to  exceed  $35,000  of  these  funds  for  the  alteration  of  a meat 
laboratory  at  Beltsville,  Md.,  to  facilitate  such  research.  The  budget 
estimates  for  1960  request  $250,000  to  carry  forward  this  research 
work.  The  House  has  not  allowed  the  request  for  $100,000  nor  the 
language  which  would  permit  the  alterations  needed  in  the  meat  lab- 
oratory facilities. 

It  is  of  considerable  concern  that  Public  Law  85-765  be  administered 
in  such  a way  as  not  to  interfere  with  the  efficient,  orderly,  and  rapid 
conversion  of  f arm  animals  into  wholesome  meat  and  meat  food 
products.  A large  part  of  the  income  of  farmers  and  ranchers  is  de- 
rived from  livestock,  and  there  is  a continuing  high-level  demand  from 
consumers  for  meat  and  meat  food  products. 

The  public  meat  supply  is  provided  through  many  packing  plants, 
both  large  and  small.  Present  problems  encountered  in  applying  hu- 
mane slaughter  methods  tend  to  operate  against  the  packer  with 
smaller  volume  of  slaughter  and  less  capital. 

PRESENT  SLAUGHTER  METHODS 

On  February  27, 1959,  pursuant  to  provisions  of  the  act,  the  Depart- 
ment designated  four  methods  of  slaughter  as  being  humane.  These 
are  based  chiefly  on  research  by  large  packers  or  manufacturers  of 
packinghouse  equipment  in  this  country,  or  on  research  in  foreign 
countries.  Some  methods  are  expensive  and  lend  themselves  to  use 
primarily  by  those  packers  with  a large  volume  of  slaughter.  Others 
are  not  too  well  adapted  to  operations  in  this  country.  Moreover,  some 
methods  produce  hemorrhages,  or  other  tissue  changes  in  certain 
classes  of  animals,  which  interfere  with  Federal  meat  inspection. 
There  is  urgent  need  for  research  to  improve  present  methods  or  to 
develop  substitute  measures. 

Exploratory  research  shows  an  urgent  need  for  more  intensified 
studies,  especially  in  slaughtering  of  hogs  to  meet  the  needs  of  small 
packers  for  inexpensive  equipment.  The  use  of  mechanical  stunners 
and  electrical  stunners  on  hogs,  including  effects  on  the  carcasses  and 
meat,  requires  intensive  study,  and  similar  problems  occur  with  sheep 
and  cuttle,  especially  older  animals. 

ALTERATION  OF  BELTSVILLE,  MD.,  FACILITIES 

For  research  to  meet  this  situation,  alteration  of  facilities  in  the 
meat  laboratory  at  Beltsville,  Md.,  is  needed  for  diversified  testing  of 
slaughtering  procedures  and  of  handling  equipment  both  before  and 
during  slaughter. 

The  estimated  cost  of  these  alterations  is  $35,000 ; which  amomit  is 
included  in  the  total  estimate  of  $100,000.  An  authorization  for  them 
is  necessary,  since  the  amount  involved  exceeds  the  present  limitation 
of  the  appropriation  “Salaries  and  expenses,"  which  provides  that 
the — 

the  cost  of  altering  any  one  building  during  the  fiscal  year  shall  not  exceed 
$3,750  or  4 percent  of  the  cost  of  the  building,  whichever  is  greater. 

The  Department  recommends  restoration  of  $100,000  for  this  re- 
search and  of  the  language  which  would  authorize  the  alterations. 
The  restoration  is  needed  not  only  to  permit  undertaking  promptly 
initial  phases  of  the  work,  principally  by  contract  with  universities, 
but  also  to  provide  needed  facilities  for  the  research. 


108  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 

PROPOSED  DISPOSITION  OF  FUNDS  REQUESTED 

Senator  Russell.  Now,  with  reference  to  this  $35,000,  you  expect 
to  reconvert  this  building  at  Beltsville,  and  this  is  within  the  $100,000 
requested  to  operate  until  the  new  fiscal  year? 

Dr.  Siiaw.  We  would  use  part  of  it  for  the  purchase  of  equipment, 
about  $8,000,  but  we  would  spend  about  half  of  the  money  in  contracts 
with  universities  to  try  to  develop  less  costly  methods  for  use  by  small 
packers  in  the  handling,  particularly  of  hogs  and  sheep,  where  the 
current  designated  methods  are  costly  for  the  small  packers. 

Senator  Russell.  How  many  of  those  contracts  do  you  have  under 
contemplation  at  the  present  time  ? 

I)r.  Shaw.  Two;  one  with  Minnesota  and  one  with  Cornell  Uni- 
versity. 

* Senator  Russell.  The  effect  of  a delay  in  your  program  insofar  as 
getting  these  funds  is  with  reference  to  allowing  you  to  be  furnished 
with  the  finances  necessary  for  the  conversion  of  a building  which  is 
necessary  to  get  your  program  underway,  and  part  of  your  operating 
cost  is  there,  isn’t  it  ? 

Dr.  Shaw.  The  item  for  the  building  is  the  most  important  immedi- 
ate need.  A delay  in  not  having  funds  available  for  research  con- 
tracts until  the  next  fiscal  year,  about  3 months,  would  not  be  as 
serious  as  it  would  be  on  the  building  item. 

Senator  Russell.  Are  there  any  questions  ? 

EXTENT  OF  HOUSE  CUTS  AND  DEPARTMENT  ABSORPTIONS 

Senator  Young.  Mr.  Chairman,  I want  to  say  that  all  through  these 
budget  requests  in  here  they  are  asking  for  full  restoration  of  all  the 
cuts  made  by  the  House  right  down  to  the  last  penny. 

Now,  do  you  want  to  leave  the  implication  that  the  House  was  100 
percent  wrong  all  the  way  through  and  that  you  are  100  percent 
correct  ? 

It  seems  to  me  that  with  all  of  these  restorations  that  you  are  request- 
ing you  could  find  some  place  where  you  might  save  a little  money. 
I cannot  see  why  you  have  to  get  every  dollar  of  the  House  cut,  as  you 
have  asked,  in  practically  all  of  these  items. 

Mr.  Grant.  Senator  Young,  the  Department  has  not  requested  full 
restoration  in  all  of  the  items.  On  many  of  these  items  we  are  absorb- 
ing additional  amounts  and  are  going  along  with  the  House  bill.  It  is 
only  in  those  instances  where  we  have  problems  that  we  have  requested 
full  restoration.  For  instance,  in  the  items  for  pay  act  costs,  we  are 
absorbing  an  additional  $450,000 — in  other  words,  going  along  with 
the  House  recommendations.  That  is  in  the  requests  for  transfers 
alone. 

Senator  Young.  In  the  testimony  of  the  Commerce  Department 
right  before  you  they  indicated  they  were  absorbing  most  of  their 
costs.  Now  in  every  item  you  will  find  you  are  asking  for  restoration 
to  the  last  dollar,  last  5-dollar  bill. 

Mr.  Grant.  Senator  Young,  in  the  case  of  the  Agricultural  Research 
Service,  in  the  item  for  meat  inspection,  for  instance,  the  House  made 
a reduction  of  $189,900.  We  are  going  along  with  that  and  agreeing 
with  it.  In  the  case  of  the  Agricultural  Conservation  Program  Service 
there  is  a reduction,  and  we  are  not  requesting  restoration  of  that  item. 
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Senator  Young.  Let  me  refer  you  to  just  a few  items.  On  “ Plant 
and  animal  disease  and  pest  control,5'  the  House  cut  you  $243,000  and 
you  are  requesting  $243,000,  and  you  couldivt  even  save  there. 

Next  we  have  the  “Cooperative  extension  work,  payments  and  ex- 
penses55 (by  transfer)  under  the  Extension  Service,  and  the  House 
cut  you  $16,255,  and  you  are  asking  for  $16,255.  Apparently  you 
couldn’t  even  save  $5  in  that  one.  It  goes  that  way  practically  all  the 
way  through  the  bill. 

Dr.  Shaw.  Mr.  Chairman,  on  the  items  that  apply  to  the  Agricul- 
tural Research  Service,  Mr.  Grant  indicated  that  we  said  we  would 
absorb,  as  directed  by  the  House,  a reduction  in  the  amount  for  pay 
costs  on  meat  inspection. 

On  the  items  for  “Research55  and  for  “Plant  and  animal  disease  and 
pest  control55  we  have  asked  for  full  restoration  of  the  House  reduc- 
tions. 

In  the  research  item  we  have  already  absorbed  this  year  more  than 
a million  and  a half  dollars  in  increased  costs,  and  in  Agricultural 
Research  Service  we  absorbed  $550,000  of  the  pay  act  costs  before 
the  request  was  ever  presented  to  the  Congress.  This  would  mean  an 
additional  absorption.  In  total,  it  would  mean  that  we  would  be 
absorbing  something  in  the  order  of  16  percent  of  the  pay  act  costs, 
rather  than  just  the  10  percent  that  might  be  inferred  from  the  House 
action,  because  previously  we  had  already  absorbed  6 percent. 

EFFECT  OF  FURTHER  ABSORPTION 

We  have  been  in  a very  critical  situation  as  far  as  our  research  pro- 
gram is  concerned,  with  inadequate  operating  funds  for  labor,  and  tem- 
porary help.  If  the  House  reduction  is  not  restored,  it  will  cut  very 
seriously  into  the  program. 

In  the  case  of  plant  and  animal  disease  and  pest  control  subappro- 
priation, we  have  a number  of  programs  where  the  amounts  needed 
will  be  more  than  the  money  appropriated  for  them,  and  this  will 
cut  very  seriously  into  those  programs  if  the  House  reduction  is  not 
restored. 

Senator  ouxg.  I realize  that  on  some  of  these  you  have  to  have 
all  the  money  that  you  have  budgeted  for.  However,  there  are  some 
items  that  you  are  in  a position  to  save  a little  money  on.  Take  the 
Office  of  Information,  for  example.  Your  estimate  was  approximately 
$77,000,  and  the  House  cut  you  $5,900  but  you  are  asking  for  the 
full  restoration  of  that  $5,900  down  to  the  last  penny.  It  seems  to 
me  it  puts  you  in  a weak  position  when  you  cannot  absorb  some  of 
these  cuts  that  are  suggested  by  the  House.  " 

Mr.  Grant.  Senator  Young,  in  the  case  of  the  Office  of  Information, 
we  absorbed  approximately  $9,800  before  we  even  submitted  the  esti- 
mate of  $77,000,  which  is  much  better  than  the  10  percent  reduction. 
The  further  reduction  of  $5,900  in  the  House  would  mean,  if  it  stands, 
that  we  will  have  to  discontinue  or  curtail  the  printing  of  Farmers5 
Bulletins  for  the  rest  of  this  fiscal  year.  That  is  the  only  place  we 
can  save  any  amount  of  money  because  most  of  the  appropriation 
in  the  case  of  the  Office  of  Information  is  used  for  these  bulletins 
and  other  agricultural  publications  and  for  salaries. 

Senator  Toung.  Well,  you  can  usually  leave  one  position  unfilled 
after  a person  has  left. 
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Mr.  Grant.  We  have  already  reflected  all  possible  savings  due  to 
delays  in  filling  positions,  Senator  Young,  and  this  late  in  the  year 
a further  decrease  will  mean  going  into  a reduction  in  force,  or  the 
discontinuing  or  slowing  down  of  the  printing  of  farmers7  bulletins. 
Any  actual  reduction  in  force  at  this  time  of  the  year  would  involve 
leave  payments  that  might  well  increase  rather  than  reduce  costs. 

(A  summary  of  Department  of  Agriculture  pay  costs  and  absorp- 
tions follows :) 


Summary  of  increased  pay  costs  under  appropriations  to  the  Department  arisinq  from 

Public  Law  85-462 


Amount 

Percentage 

1.  Total  pay  act  costs  under  appropriations  to  the  Department 

$36,  815,  082 

100.0 

2.  Amounts  originally  proposed  for  absorption  (including  increases  in 
limitations).  . . 

9,  766,  334 
27, 048,  748 

26.5 

3.  Supplemental  estimate  (transfers  proposed  in  H.  Docs.  58  and  90) 

73.5 

4.  House  bill  (transfers  authorized  in  H.  R.  5916) ..  

24,  343,  915 

66.0 

5.  Restoration's  requested  of  Senate  in  amounts  proposed  for  transfer ... 

2,  254,  875 

6.1 

6.  Additional  absorptions  (reductions  in  House  bill  for  which  restorations 
are  not  being  requested) ... . ...  

449,  958 

1.3 

7.  Total  absorptions,  including  House  action,  cols.  2 & 6 

10,  216,  292 

27.8 

HUMANE  SLAUGHTER  ACT 

Senator  Russell.  Senator  Hruska. 

Senator  Hruska.  Thank  you,  Mr.  Chairman.  I should  like  to 
direct  a few  comments  and  questions  to  the  $100,000  item  concerning 
the  Humane  Slaughter  Act. 

The  act  itself  was  passed  on  August  27,  1958.  Of  course,  there  is 
a time  limitation  really  of  June  30,  1960,  by  which  time  compli- 
ance must  be  had  unless  a penalty  is  to  be  suffered  by  the  processors 
of  livestock  products ; is  that  not  correct  ? 

Dr.  Shaw.  That  is  correct.  No  one  can  sell  meats  to  the  Federal 
Government  after  July  1,  1960,  without  complying  with  the  require- 
ments of  the  act. 

Senator  Hruska.  Tentatively,  certain  methods  have  already  been 
designated  as  humane,  yet  we  know  they  are  only  tentative  decisions 
is  that  not  true  ? 

Dr.  Shaw.  Of  these  methods,  the  one  on  the  chemical  treatment, 
for  example,  the  use  of  C02  in  the  slaughter  of  hogs  has  been  desig- 
nated as  a humane  method.  There  are  a few  meatpackers  that  are  cur- 
rently set  up  for  that  and  able  to  go  along  with  such  a requirement, 
but  there  are  many  others  that  are  not,  and  it  is  a costly  procedure. 
We  think  it  is  probably  going  to  be  more  costly  than  the  small  packer 
can  stand.  We  need  to  work  out  additional  less  costly  methods  so 
the  small  packer  will  not  be  hurt. 

Senator  Hruska.  Of  course,  the  number  of  small  packers  is  great, 
is  it  not,  who  would  be  affected  by  any  unduly  expensive  method 
which  might  be  designated  ? 

Dr.  Shaw.  That  is  correct,  sir. 

Senator  Hruska.  Now  what  would  be  the  effect  of  denying  at  least 
a portion  of  this  $100,000  for  the  remodeling  of  the  plant  at  Belts- 
ville,  in  terms  of  meeting  that  deadline  of  July  1,  1960?  Is  there  a 
possibility  that  Congress  would  be  compelled,  in  all  equity  and  fair- 
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ness,  as  regards  these  small  packers  particularly,  to  extend  the  time  of 
the  effectiveness  or  postpone  the  penalties  which  are  now  provided 
in  the  act  ? 

Dr.  Shaw.  Certainly,  time  is  of  the  essence.  The  year  and  3 months 
that  we  have  available  to  us  before  the  method  goes  into  effect  is 
c-ertainlv  a short  time  to  find  the  answers  bv  research,  and  anv  delav 
will  certainly  complicate  things. 

BASIS  OF  BUDGET  BEQUEST 

Senator  Hruska.  Tow.  your  regular  budget  request  for  fiscal  year 
1960  requires  8250,000  to  be  allotted  for  that  purpose.  TT as  that  sum 
calculated  on  the  assumption  that  you  will  get  some  preliminary 
funds  to  stan  out  with,  as  you  have  indicated  in  your  supplemental  \ 

Dr.  Shaw.  TCe  considered  both  items,  and  it  is  based  on  the  as- 
sumption that  we  will  get  the  8100,000  this  year,  and  that  8250.000 
will  be  available  in  the  next  fiscal  year.  As  I stated  to  Senator  Rus- 
sell, the  most  important  pan  of  this  supplemental  estimate  is  the 
authority  and  the  835,000  to  permit  us  to  renovate  the  facilities  at 
Beltsville. 

The  necessity  of  delaying  the  contracts  that  we  had  contemplated 
to  fiscal  1960  would  slow  us  up  some  3 months.  In  addition,  if  they 
were  financed  from  1960  funds,  we  would  not  be  able  to  do  as  much 
work  in  1960  with  the  $250,000  as  we  contemplated  in  that  estimate. 

Senator  Hruska.  Then  it  is  not  only  the  determination  of  a method 
that  is  humane  that  is  involved,  but  also  the  promulgation  of  the 
rules  announcing  approved  humane  methods  of  slaughter,  and  then, 
following  all  that  there  will  be  the  necessity  of  each  individual  packer 
to  accommodate  himself  to  that  method,  is  that  not  true  ? 

Dr.  Shaw.  That  is  correct.  Each  packer  is  going  to  have  a tre- 
mendous task  in  converting  his  facilities  and  adopting  a procedure 
that  will  come  within  this  law. 

Senator  Hruska.  So  that  the  time  limit  of  July  1.  1960.  is  a very 
meager  one  even  at  best  \ 

Dr.  Shaw.  It  certainly  is.  sir. 

Senator  Hruska.  Thank  you.  Dr.  Shaw. 

Senator  Russell.  Senator  Holland. 

ADVISORY  COMMITTEE  OX  HUMANE  SLAUGHTER 

Senator  Holland.  Dr.  Shaw.  I noticed  you  state  that  the  advisory 
committee  of  12  has  been  appointed.  Can  you  furnish,  for  the  record, 
the  names  of  the  members  of  the  advisory  committee,  and  the  orroups 
which  they  represent  each,  in  each  case  ? 

Dr.  Shaw.  I can.  sir.  TCould  you  like  them  to  be  read  now  or 
would  you  like  them  to  be  inserted  in  the  record  ? 

Senator  Holland.  You  can  furnish  them  for  the  record,  if  you 
will,  and  particularly  show  the  groups  that  they  represent. 

Dr.  Shaw.  Yes.  sir. 

( The  information  referred  to  follows : ) 

Xovembee  12.  1958. 

Advisoey  Committee  on  Humane  Methods  of  Slaughter  of  Livestock 

Pursuant  to  provisions  of  the  Humane  Slaughter  Act  approved  August  27.  195S. 
the  secretary  of  Agriculture  established  a 12-member  advisory  committee  to 
work  with  the  U.S.  Department  of  Agriculture  in  developing  new  and  improved 
38932—59 8 
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methods  of  humane  slaughter  of  food  animals.  Members  chosen  to  represent  the 
various  groups  designated  in  the  act  are — 

I S.  Department  of  Agriculture:  Dr.  C.  Donald  Van  Houweling,  Assistant 
Administrator  of  USDA’s  Agricultural  Research  Service,  chairman. 

Nath  n 1 organizations  of  slaughterers:  T.  H.  Broecker,  chairman  of  the  board 
of  the  Klarer  Co.,  Louisville,  Ky.,  and  Donald  S.  MacKenzie,  director  of  the 
Department  of  Packinghouse  Practice  for  the  American  Meat  Institute,  Chicago. 

Trade  union  movement : Russell  E.  Dresser,  director  of  the  International  Pack- 
inghouse Department  of  the  Amalgamated  Meat  Cutters  and  Butcher  Workmen 
of  North  America.  Chicago. 

General  public : Miss  Sally  Butler,  legislation  director,  General  Federation  of 
Womens’  Clubs,  Washington,  D.C. 

Livestock  growers : Don  C.  Collins,  past  president  of  the  American  National 
Cattlemen’s  Association.  Kit  Carson,  Colo.,  and  E.  Howard  Hill,  president  of  the 
Iowa  Farm  Bureau  Federation,  Des  Moines. 

Poultry  industry  : John  Hargreaves,  Caroline  Poultry  Farms,  Federalsburg,  Md. 

Humane  organizations  : Rutherford  T.  Phillips,  executive  director  of  the  Amer- 
ican Humane  Association,  Denver,  and  John  C.  MacFarlane,  field  director  of  New 
England  Livestock  Conservation,  Inc.,  Boston. 

National  veterinary  medical  organization:  Dr.  James  R.  Hay,  director  of  pro- 
fessional relations.  American  Veterinary  Medical  Association,  Chicago,  111. 

Requirements  of  religious  faiths  with  respect  to  slaughter : Rabbi  Joseph 
Soloveitchik.  of  Roxbury,  Mass.,  professor  of  Talmud  at  Yeshiva  University  in 
New  York  City. 

RESEARCH  NEEDED  TO  MORE  EFFECTIVELY  COMPLY  WITH  LAW 

Senator  Holland.  The  second  thing  I would  like  to  mention  in  this 
connection  is  this:  It  is  true,  is  it  not,  that  the  Department  always 
took  the  position,  with  reference  to  this  legislation  which  is  pending, 
that  the  research  should  precede  the  enactment  of  legislation  which 
involved  a penalty  rather  than  to  have  the  penalty  period  set  by  law 
prior  to  the  time  that  the  research  was  completed,  and  it  was  known 
what  methods  were  available  and  were  effective. 

Dr.  Shaw.  That  is  correct,  sir.  TTe  opposed  the  mandatory  pro- 
visions of  the  legislation  when  it  was  enacted,  simply  on  the  basis 
that  you  have  described,  that  there  needs  to  be  research  that  would 
find  out  practical  methods  to  accomplish  the  objectives  of  the  act  be- 
fore the  penalty  provisions  were  put  into  the  act. 

Senator  Holland.  And  if  you  did  not  at  this  time  request  urgently 
the  appropriations  which  you  think  are  necessary  to  complete  the  re- 
search, you  would  be  in  a position  of  dragging  your  feet  in  the  enforce- 
ment of  the  law,  which  you  opposed  in  the  form  in  which  it  was 
enacted  ? 

Dr.  Shaw.  That  is  certainly  true,  and  it  gives  us  a lot  of  concern, 
Senator.  In  view  of  the  fact  that  we  opposed  the  legislation  before  it 
was  passed,  everyone  is  going  to  be  looking  at  us  to  see  if  we  are 
dragging  our  feet. 

Senator  Holland.  Some  one  of  us  on  this  committee  is  in  the  posi- 
tion of  having  supported  the  Department  in  its  original  request  that 
the  legislation  not  be  enacted  until  investigations  of  research  were 
complete,  so  we,  too.  are  in  the  position  of  being  regarded  as  dragging 
our  feet  in  the  completion  of  the  research  unless  we  supply  the  funds 
which  you.  as  the  administrative  agency,  say  are  necessary  to  complete 
this  research,  if  it  can  indeed  be  completed  before  July  1,  1960. 

Dr.  Shaw.  TTe  want  to  do  the  best  possible  job  of  carrying  out  this 
act  to  the  letter,  and  in  the  spirit  in  which  it  was  enacted,  and  we  feel 
this  research  is  most  essential. 
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EFFECTIVENESS  OF  SLAUGHTER  METHODS 

Senator  Holland.  I have  one  further  question.  I had  a complaint 
made  by  one  of  the  packers  in  my  State  that  the  methods  now  supplied, 
without  the  research  having  been  completed,  in  the  case  of  the  slaugh- 
ter of  hogs,  did  not  prove  to  be  equally  effective  as  to  hogs  of  all  sizes. 
It  is  effective  as  to  hogs  of  a small  size  but  not  as  to  hogs  of  a large 
size.  Have  you  had  that  objection  or  that  complaint  from  other 
quarters  ? 

Dr.  Shaw.  Yes,  sir.  That  is  a substantial  complaint.  Take  the 
mechanical  stunner.  The  captive-bolt  pistol  that  we  used  worked  fine 
on  the  hogs  with  a thin  skull,  but  with  older  hogs,  the  boars  and  so 
on,  it  is  quite  a different  proposition. 

Senator  Holland.  Well,  are  you  trying  to,  by  research,  develop  a 
hog  that  will  always  have  a thick  skull  or  are  you  going  to  go  at  it  in 
some  other  way  ? 

Dr.  Shaw.  In  this  particular  project  we  are  going  to  develop  instru- 
ments that  will  penetrate  the  thick  skulls  as  well  as  the  thin  ones. 

Special  Activities 

Senator  Russell.  House  Document  No.  58  requested  under  the 
heading  “Special  Activities,”  an  appropriation  of  $1,336,754,811  to 
reimburse  the  Commodity  Credit  Corporation  for  authorized  unre- 
covered costs,  fiscal  year  1958,  for  the  sale  of  agricultural  commodi- 
ties under  Public  Law  480,  for  donations  to  foreign  countries,  and 
other  items. 

The  House  allowed  the  budget  request,  and  the  justification  for 
this  item  will  be  inserted  in  the  record  at  this  point. 

(The  material  referred  to  follows :) 

DEPARTMENT  OF  AGRICULTURE 
Special  Activities 
(H.  Doc.  58) 

Reimbursement  to  Commodity  Credit  Corporation  for  costs  of  special 


activities , 1959 

Appropriation  to  date None 

Budget  estimate,  next  fiscal  year $1,  268,  097,  500 

Request  (to  reimburse  the  Commodity  Credit  Corporation  for 

estimated  costs  during  fiscal  year  1958) 1,336,754,811 


PROPOSED  LANGUAGE 

liTo  reimburse  the  Commodity  Credit  Corporation  for  authorized  unrecovered 
costs  through  June  30,  1958  ( including  interest  through  recovery  date),  as 
follows:  ( 1 ) $ 80,800,000  under  the  International  Wheat  Agreement  Act  of  191)9, 
as  amended  (7  U.S.C.  161)1-101)2) ; (2)  $119,270,000  for  commodities  disposed  of 
for  emergency  famine  relief  to  friendly  peoples  pursuant  to  title  IT  of  the  Act 
of  July  10,  195k,  as  amended  (7  U.S.C.  1703,  1721-1721))  ; (3)  $1,033,515,000  for 
the  sale  of  surplus  agricultural  commodities  for  foreign  currencies  pursuant  to 
title  I of  the  Act  of  July  10,  1951),  as  amended  (7  U.S.C.  1701-1709)  ; (/,)  $18,506 
for  grain  made  available  to  the  Secretary  of  the  Interior  to  prevent  crop  damage 
by  migratory  waterfoivl  pursuant  to  the  Act  of  July  3,  1956  (7  U.S.C.  kk2-.)l)6) ; 
(5)  $82,250,335  for  strategic  and  other  materials  acquired  by  the  Commodity 
Credit  Corporation  as  a result  of  barter  or  exchange  of  agricultural  commodi- 
ties or  products  and  transferred  to  the  supplemental  stockpile  pursuant  to 
Public  Law  51)0,  8-)th  Congress  (7  U.S.C.  1856);  (6)  $19,390,100  for  transfers 
to  the  appropriation  for  ‘ Diseases  of  animals  and  poultry ’ pursuant  to  authority 
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contained  under  such  head  in  the  Department  of  Agriculture  and  Farm  Credit 
Administration  Appropriation  Act,  1958 ; and  (7)  $ 1,510,810  for  transfers  to 
the  appropriation  ‘ Marketing  research  and  service ’ pursuant  to  the  Act  of 
August  31,  1951  (7  U.S.C.  414a) , for  grading  tobacco  and  classing  cotton  without 
charge  to  producers,  as  authorized  by  law  (7  U.S.C.  Iff 3a,  511d) .” 

EXPLANATION  OF  LANGUAGE 

The  proposed  language  would  appropriate  $1,336,754,811  to  reimburse  the 
Commodity  Credit  Corporation  for  the  costs  of  special  activities  in  1958  includ- 
ing interest  through  recovery  date.  This  appropriation  would  not  affect  expen- 
ditures from  the  Treasury.  These  activities  and  reimbursement  therefor  are 
authorized  by  specific  legislation. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Activities  under  this  appropriation. — The  funds  and  facilities  of  the  Com- 
modity Credit  Corporation  are  utilized  to  carry  out  surplus-disposal  programs 
and  other  special  activities  outside  of  the  regular  functions  of  the  Corporation. 
The  laws  authorizing  these  programs  provide  that  CCC  shall  finance  their  cost 
and  request  reimbursement  through  the  normal  appropriation  process.  The 
programs  involved  are  listed  in  the  language  proposed  above  and  discussed  in 
more  detail  in  the  attached  justifications. 

Feed  for  supplemental  funds. — This  supplemental  estimate  provides 
$1,336,754,811  to  reimburse  CCC  for  costs  incurred  by  it  through  June  30,  1958, 
for  surplus  disposal  and  other  authorized  special  activities  outside  of  CCC’s 
regular  price  support  and  related  programs.  In  the  fiscal  year  1958,  the  Cor- 
poration incurred  costs  under  these  special  activities  and  borrowed  funds  from 
the  Treasury  in  order  to  finance  the  programs.  The  authorizing  legislation  re- 
quires that  the  Corporation  be  reimbursed  for  its  costs.  Pending  such  reim- 
bursement, the  funds  so  used  are  a charge  against  the  Corporation’s  statutory 
borrowing  authority.  In  effect,  this  reduces  the  amounts  available  to  finance 
the  mandatory  price-support  operations  administered  by  the  Corporation. 

Normally,  appropriations  to  reimburse  the  Corporation  would  be  included  in 
the  regular  appropriations  to  the  Department  for  the  second  year  following 
the  year  in  which  costs  were  incurred.  For  example,  1957  costs  would  have 
been  included  in  the  1959  regular  appropriation.  However,  because  of  the 
recent  increasing  magnitude  of  these  special  programs  and  their  great  impact 
on  the  availability  of  the  Corporation’s  borrowing  power  for  its  mandatory 
price-support  operations,  the  Congress  approved  a 1958  supplemental  appro- 
priation covering  1957  costs.  Likewise,  this  proposed  supplemental  appropria- 
tion for  reimbursement  of  1958  costs  in  1959  would  accelerate  the  date  of  re- 
covery. This  would  release  sufficient  funds  to  enable  the  Corporation  to  ade- 
quately finance  its  price  support  operations  until  further  additional  funds  become 
available  in  the  regular  1960  appropriation. 

Because  of  the  unexpected  record  production  of  most  of  the  major  1958  crops, 
the  participation  by  farmers  in  the  price  support  programs  administered  by 
the  Corporation  has  substantially  exceeded  the  original  budget  estimates  for 
the  current  fiscal  year.  This  has  caused  such  a considerable  additional  drain 
on  the  Corporation’s  statutory  borrowing  power  that  by  May  31,  1959,  or  sooner, 
the  Corporation’s  borrowing  power  of  $14.5  billion  may  be  exhausted.  The 
1960  budget  estimates,  therefore,  include  provision  for  a proposed  supplemental 
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appropriation  for  1959  in  the  amount  of  $1,336,754,811  to  reimburse  CCC  for 
1958  costs  to  assure  the  availability  of  sufficient  borrowing  authority.  In  fur- 
ther recognition  of  the  drain  that  these  special  activities  have  upon  the  Cor- 
poration’s borrowing  authority,  the  1960  budget  estimates  also  provide  for 
accelerating  CCC’s  recovery  of  1959  costs  by  including  reimbursement  therefor 
in  1960. 

Justification  for  Supplemental  Estimate,  Fiscal  Year  1959,  for  “Reimburse- 
ment to  Commodity  Credit  Corporation  for  Costs  of  Special  Activities 

The  following  statement  shows  by  program,  the  amounts  presently  available, 
the  revised  estimates,  and  the  differences. 


Program 

Presently 

available 

Revised 

estimate 

Difference 

1.  International  Wheat  Agreement..  

$80, 800, 000 
119, 270, 000 

1, 033,  515, 000 

18,  506 
82,  250, 335 
1,280,  900 
18, 109,  200 
1,  510,  870 

+$80, 800, 000 
+119,  270,  000 

+1, 033,  515, 000 

+18,  506 
+82,  250, 335 
+1, 280,  900 
+18, 109, 200 
+1,  510,  870 

2.  Emergency  famine  relief  to  friendly  peoples ... 

3.  Sales  of  surplus  agricultural  commodities  for  foreign  cur- 

rencies. _ _ --  _ _ _ 

4.  Transfer  of  CCC  grains  to  Interior  for  migratory  waterfowl 
feed  _ ..  _ 

5.  Transfer  of  bartered  materials  to  supplemental  stockpile  ... 

6.  Eradication  of  vesicular  exanthema ..  

7.  Eradication  of  brucellosis.  . _ 

8.  Grading  and  classing  activities 

Total 

1, 336,  754, 811 

+1,336,  754,811 

A description  of  each  program  and  estimates  reflecting  the  composition  of  the 
supplemental  appropriation  follow : 

1.  International  Wheat  Agreement 

This  agreement  operates  through  July  31,  1959,  to  provide  an  assured  market 
for  wheat  to  exporting  countries  and  assured  supplies  of  wheat  to  importing 
countries,  at  stable  and  equitable  prices.  Under  authority  contained  in  the  Inter- 
national Wheat  Agreement  Act  of  1949,  as  amended,  capital  funds  of  Commodity 
Credit  Corporation  and  CCC  stocks  of  wheat  are  used  to  pay  ( a ) the  difference 
between  the  prevailing  price  under  the  agreement  and  the  domestic  market 
price  of  wheat,  and  (&)  administrative  and  interest  costs.  The  differential 
payment  for  wheat  exported  under  the  agreement  is  paid  in  CCC  stocks  of  wheat, 
and  a cash  payment  is  made  for  flour.  The  act  also  authorizes  appropriations 
to  reimburse  the  Corporation  for  costs  incurred. 


Presently  avail- 
able 

Revised  esti- 
mate 

Difference 

Program  costs  

$78,  727,420 
2,  072,  580 

(A)  +$78,  727,  420 
(B)  +2, 072,  580 

Interest  expense  . . 

Total  estimate  

80,  800,  000 

+80,  800,  000 
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A.  Program  costs. — The  estimate  reflects  payments  on  105,703,391  bushels 
exported  at  74  cents  a bushel  for  a total  cost  of  $78,727,420  including  $157,444 
for  administrative  expenses.  Following  is  a breakdown  of  costs  by  country: 

Wheat  and  wheat  flour  ( bushel  equivalent)  exported  from  the  United  States  pursuant 
to  the  terms  of  the  International  Wheat  Agreement 


Importing  country 


Belgium 

Bolivia 

Costa  Rica 

Ceylon 

Cuba 

Denmark 

Dominican  Republic 

Ecuador 

El  Salvador 

Germany 

Greece 

Guatemala 

Haiti 

Honduras 

Iceland 

India 

Indonesia 

Ireland 

Israel... 

Italy 

Ja^au 

Jordan 

Korea 

Lebanon 

Liberia 

Mexico 

Netherlands. 

Nicaragua 

Norway 

New  Zealand 

Panama 

Peru..  

Philipnines 

Portugal..  

Saudi  Arabia 

Sweden.  

Switzerland 

Union  of  South  Africa... 

Vatican  City 

Venezuela 

Yugoslavia. 

Unidentified  collections.. 

Total  payments 

Administrative  cost 

Total  program  cost 
Interest 

Total  estimate 


Fiscal  year  1959  anticipated  supplemental 
(1958  costs) 


Bushels 


Amount  due 
CCC 


Average  cost 
to  CCC  per 
bushel 


1,  768, 476 
1,080, 872 
1, 016,  461 
17, 207 
8, 127, 476 
1,090,  789 
706.  502 
514, 038 
709, 558 
22, 152,  533 
550,  857 
1,  503,  546 
1,  738,  980 
313,  600 
23,  589 
7, 290, 050 

187.156 
364,  762 

4, 694,  650 
350,  000 
24, 917, 678 
52, 359 
203, 840 
5,505 
48, 107 
117,  671 
9,355,178 
254,  803 
1,  587,  049 
145,  961 
634, 152 
1, 309,  868 
3,  391, 779 

652. 157 
762,  635 

3,  886 
337, 003 
443,  676 
854, 380 
4, 323, 029 
2, 101,  573 


105,  703, 391 


$1,  517,  507 
993, 067 
859,  531 
12, 906 
7, 143,  680 
699, 004 
614,  335 
320,  352 
613,  353 
16,  368, 995 
457, 211 
1,065,  255 

1,  476,  502 
237, 274 

20,  245 
4,  244,  512 
160,  220 
207,  919 

2,  860.  535 
196, 000 

17, 432, 086 
44,  505 
114, 150 
5,  507 
43,  862 
67.  072 
7, 679, 039 
231,  862 
1,  289,  808 
83, 198 
571,443 
802,  852 
3, 076, 154 
502,  566 
493, 841 
3,  670 
188,711 
248,  458 
527,  574 

3,  773,  214 
1,  624.  791 
-302,  790 


78,  569, 976 
157, 444 


78,  727,  420 
2, 072,  580 


$0.  86 
.92 
.85 
.75 
.88 
.64 
.87 
.62 
.86 
.74 
.83 
.71 
.85 
.76 
.86 
.58 
.86 
.57 
.61 
.56 
.70 
.85 
.56 
1.00 
.91 
.57 
.82 
.91 
.81 
.57 
. 90’ 
.61 
.91 
.77 
.65 
.94 
.56 
.56 
.62 
.87 
.77 


74 


.74 

.02 


105,  703, 391 


80, 800.  000 


.76 


B.  Interest  expense. — This  consists  of  $1,174,190  accrued  at  a range  between 
3.535  percent  per  annum  and  3.373  percent  per  annum  on  1958  costs  and 
$898,390  accruing  at  a rate  of  1 y2  percent  per  annum  on  unrecovered  1958  costs 
for  9 months  in  1959  through  March  31,  the  anticipated  recovery  date. 

2.  Emergency  famine  relief  to  friendly  peoples 

Title  II  of  the  Agricultural  Trade  Development  and  Assistance  Act  of  1954, 
Public  Law  480,  as  amended  (7  U.S.C.  1703,  1721-1724),  directs  the  Commodity 
Credit  Corporation  to  make  its  surplus  stocks  of  agricultural  commodities  avail- 
able to  the  President  for  famine  relief  and  other'  assistance  to  friendly  nations 
and  populations  and  to  pay  ocean  freight  charges  through  December  31,  1959. 
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The  act  authorizes  the  appropriation  of  not  more  than  $800  million  to  reimburse 
the  Corporation.  Total  appropriations  made  to  date  amounted  to  $308.9  million. 


Presently 

available 

Revised 

estimate 

Difference 

Program  costs  

$116, 001, 011 
3,  268,  989 

(A)  +$116, 001,011 

(B)  +3, 268, 989 

Tntp.rftst  expense  _ _ 

Total  estimate 

119,  270,  000 

+119, 270, 000 

A.  Program  costs. — The  estimate  reflects  $88,102,981,  the  cost  of  grains,  cotton, 
and  dairy  products  delivered,  plus  $27,898,030  for  the  payment  of  ocean  freight 
charges  to  points  of  entry  abroad  and  on  commodities  donated  under  section 
416  of  the  Agricultural  Act  of  1949.  Following  is  a breakdown  of  costs  by 
commodity : 


Commodity 

Unit  of  measure 

1959  anticipated  supple- 
mental (1958  costs) 

Quantity 

Amount 

Cotton,  upland  

Bale..  

26,  593 
311,  670 
7,  379,  760 
39, 164,  250 
295,  322 
15,  242 
5,  899,  820 
13,  589,  720 
479,  605 
10,  229,  233 
146,  440,  840 

$5, 101, 001 
204, 813 
3, 163,  944 
7, 313,  917 
570,  369 
124,  695 
16,  915,  335 
1,  242,  479 
5,  036,  700 
35,  493,  270 
12,  936,  458 

Butter  __ _ _ 

Pound 

Cheese.  __ 

._  ..do  ... 

Milk,  dried  ._  

do 

Barley..  . 

Bushel  ... 

Beans,  dry  edible 

Hundredweight. 
Bushel..  

Corn.l  . 

Cornmeal 

Pound  

Rice,  milled 

Hundredweight- 

Bushel 

Wheat  . . 

Wheat  flour... 

Pound  ... 

Total  commodity  cost.  . 

88, 102,  981 
7, 149,  499 

20,  748,  531 

Ocean  freight  on  above  commodities.  _ 

Ocean  freight  on  commodities  donated  under  sec.  416, 
Agricultural  Act  of  1949 

Total  program  cost..  

116, 031,011 
3,  268,  989 

Interest 

Total  estimate 

119,  270,  000 

B.  Interest  expense. — This  consists  of  $1,942,887  accrued  at  a range  between 
3.535  percent  and  3.373  percent  and  per  annum  on  1958  costs  and  $1,326,102 
accrued  at  a rate  of  1 % percent  per  annum  on  unrecovered  1958  costs  in  1959 
for  9 months  through  March  31,  the  anticipated  recovery  date. 

3.  Sales  of  surplus  agricultural  commodities  for  foreign  currencies 

Title  I of  the  Agricultural  Trade  Development  and  Assistance  Act  of  1954, 
Public  Law  480,  as  amended  (7  U.S.C.  1701-1709),  authorizes  the  President,  un- 
til December  31,  1959,  to  carry  out  a program  for  the  sale  of  surplus  agricultural 
commodities  for  foreign  currencies.  The  act  provides  that  Commodity  Credit 
Corporation  shall  make  available  for  sale  to  domestic  exporters  surplus  agri- 
cultural commodities  heretofore  or  hereafter  acquired  by  the  Corporation  in  the 
administration  of  its  price-support  operations,  and  shall  make  funds  available 
to  finance  the  sale  and  exportation  of  surplus  agricultural  commodities,  whether 
from  private  stocks  or  from  stocks  of  the  Commodity  Credit  Corporation. 

The  act  further  provides  various  specified  uses  of  the  foreign  currencies  by 
any  department  or  agency  of  the  Government  and  requires  reimbursement  to 
Commodity  Credit  Corporation  by  the  agency  using  such  funds  if  appropriations 
have  been  made  for  any  of  the  specified  uses.  To  the  extent  the  Corporation  is 
not  thus  reimbursed  by  other  agencies,  the  act  authorizes  appropriations  to 
reimburse  Commodity  Credit  Corporation  for  its  investment  in  commodities 
used  under  the  act  including  processing,  packaging,  transportation  and  handling 
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costs,  and  for  costs  incurred  in  financing  the  exportation  of  commodities.  The 
act  limits  transactions  requiring  appropriations  to  $6.25  billion.  Total  appro- 
priations made  to  date  amounted  to  $1,995.3  million. 


Presently 

available 

Revised 

estimate 

Difference 

Costs: 

Program  costs 

$1,  089,  007,  674 
67,  208,  237 
86,  780,  362 

(A.)+$l,  089,  007,674 
(B)+67, 218,  237 
(0+86,  780,  362 

Interest  expense . 

Unrecovered  prior  years’  costs.  . 

Subtotal...  . ...  ...  

1,  242, 996,  273 

+1  242  996,  273 

Reimbursements: 

In  dollars . ...  ...  . __ 

71,  514,  228 

(D)+71, 514, 228 

In  future  years: 

Dollars.  ..  . . . ..  . . 

64,  280,  501 
-13,  733,  000 

+64,  280,  501 
-13,  733, 000 

Less  provision  for  loss  on  exchange  rates 

Subtotal  .......  ... 

50,  547,  501 
87,  419,  544 

(E) +50,  547,  501 

(F) +87,  419,  544 

Military  housing  rental. 

Net  recovery  in  future  years 

137,  967, 045 

+137,  967, 045 

Total  reimbursements 

209,  481,  273 

+209,  481, 273 

Total  estimate 

1,  033,  515,  000 

+1, 033,  515, 000 

A.  Program  costs. — These  include  $534,256,189,  the  cost  value  of  grains,  cotton, 
and  dairy  products  delivered  from  CCC  stocks  plus  $554,751,485  for  the  cost  of 
financing  exportation  of  commodities  sold  from  private  stocks,  as  well  as  trans- 
portation costs  on  private  stocks  and  on  commodities  delivered  from  CCC  stocks. 
Following  is  a breakdown  of  program  costs  by  commodity  applicable  to  deliveries 
from  CCC  stocks : 


Unit  of  measure 


1959  anticipated  supple- 
mental (1958  costs) 


Quantity 


Amount 


Cotton,  upland 

Butter  and  butter  products 

Cheese 

Milk,  dried 

Barley 

Corn 

Flaxseed 

Grain  sorghums.. 

Oats 

Rice,  milled 

Rice,  rough 

Wheat  and  wheat  flour 


Bale 

Pound 

do 

do 

Bushel 

do 

do 

Hundredweight . . . 

Bushel 

Hundre  d weigh  t ..  . 

do 

Bushel 


896.  855 
22,  707,  374 
9,  551,  236 
60,  610,  803 
13.  688,  009 
17,  625,  825 
28, 351 
2,  612,  659 
713,  807 
4,  657,  911 
192,  701 
60.  856,  782 


$166,  653,  206 
14.  530,  600 
3,  817,  862 
9,  989,  867 
21,  287,  808 
47,  537,  332 
102,  835 
8,  496,  247 
929, 859 
47,  535,  091 
963.  798 
212, 411,  684 


Total  @CC  stocks 

Private  stocks,  ocean  transportation  and  other  costs 


534,  256. 189 
554,  751,  485 


Total  program  cost 


1,  089, 007, 674 


B.  Interest  expense. — This  consists  of  $55,710,312  accrued  at  a range  between 
3.535  and  3.373  percent  per  annum  on  1958  costs  and  $11,497,925  accrued  at  a 
rate  of  1%  percent  per  annum  on  unrecovered  1958  costs  in  1959  through  March  31, 
the  anticipated  recovery  date. 

O.  TJnrecovered  prior  years’  costs. — In  computing  the  amount  of  appropriations, 
a deduction  is  made  for  estimated  cash  value  of  foreign  currencies  to  be  received 
in  subsequent  years  from  Treasury  sales  of  foreign  currencies  used  by  other 
agencies  and  amounts  due  from  Defense  Department  from  rental  receipts  from 
military  family  housing  constructed  abroad  and  paid  for  by  foreign  currencies. 
These  estimates  are  based  on  allocations  of  the  foreign  currencies  made  by  the 
Bureau  of  the  Budget  as  of  the  end  of  a particular  year.  Each  year  a new  esti- 
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mate  is  made  of  future  recoveries  and  the  unrecovered  amount  from  the  preceding 
year  is  included  in  the  current  years’  appropriation. 

D.  Reimbursements  in  dollars. — The  amount  of  $71,514,228  represents  the  dol- 
lars received  in  fiscal  year  1958  by  the  Corporation  from  Treasury  sales  of 
foreign  currencies  to  other  Government  agencies  and  from  net  rental  receipts 
fom  the  Defense  Department  for  military  family  housing. 

E.  Reimbursements  in  future  years — dollars. — The  estimate  of  $50,547,501 
represents  net  amounts  recoverable  in  future  years,  after  provision  for  exchange 
losses,  for  the  dollar  value  of  currencies  to  be  purchased  from  the  Treasury  by 
other  agencies  in  subsequent  years  under  allocations  made  by  the  Bureau  of  the 
Budget  which  provides  that  the  Corporation  be  reimbursed  in  cash  by  other 
agencies  for  certain  reimbursable  uses  of  the  foreign  currencies. 

F.  Reimbursements  in  future  years — Military  housing  rental. — This  item 
represents  unrecovered  amounts  disbursed  by  the  Defense  Department  for  con- 
struction of  family  military  housing.  These  amounts  will  be  reimbursed  to  CCC 
in  subsequent  years  from  net  rental  receipts  from  such  housing  and  from  quarters 
allowances. 

4.  Transfer  of  CCC  grain  to  Interior  for  migratory  icaterfoicl  feed 

The  act  of  July  3,  1956  (7  U.S.C.  442—446)  authorizes  the  Commodity  Credit 
Corporation  to  make  available  to  the  Secretary  of  Interior  through  July  3,  1959, 
grain  from  CCC  stocks  for  use  as  feed  for  migratory  waterfowl  to  prevent 
crop  damage.  This  act  also  authorizes  the  appropriation  of  sums  to  reimburse 
the  Corporation  for  its  investment  in  the  grain. 

The  estimate  of  $18,506  represents  the  investment  of  the  Commodity  Credit 
Corporation  in  260  tons  of  grain  transferred  during  fiscal  year  1958  from  its 
stocks  to  the  Secretary  of  the  Interior  for  use  to  prevent  crop  damage  by  mi- 
gratory waterfowl. 

5.  Transfer  of  bartered  materials  to  supplemental  stockpile 

Under  title  II  of  the  Agricultural  Act  of  1956  (7  U.S.C.  1856)  the  Corpora- 
tion is  directed  to  transfer  strategic  and  critical  materials  acquired  as  a result 
of  barter  and  exchange  of  agricultural  commodities,  other  than  those  acquired 
for  the  national  stockpile  or  for  other  purposes,  to  the  supplemental  stockpile. 
Appropriations  to  reimburse  the  Corporation  for  the  value  of  materials  trans- 
ferred are  authorized  by  the  act. 

The  estimate  of  $82,250,335  represents  the  value  of  the  strategic  and  critical 
materials  acquired  by  Commodity  Credit  Corporation  as  a result  of  barter  or 
exchange  of  agricultural  commodities  or  products  and  transferred  to  the  sup- 
plemental stockpile  during  fiscal  year  1958.  Following  is  a listing  of  the  costs 
of  the  materials  transferred  in  1958  : 

1959  anticipated  supplemental  ( 1958  costs) 


Material : 

Abrasive  crude  aluminum  oxide $5,  991,  660 

Antimony  metal 1,  854,  658 

Asbestos  chrysolite 628,  356 

Bauxite 1,  252, 197 

Cadmium 2,  240,  720 

Chromium  metal 3,  431, 177 

Cobalt 1,  818,  977 

Crude  Iodine 230,  509 

Exothermic  chromium  metal 849,  803 

Ferrochromium-silicon 2,  934,  765 

Ferromanganese 21,  894,  907 

Electrolytic  manganese 2, 161,677 

Fluorspar 3.  750, 135 

Lead 9,  463,  614 

Manganese  ore 873,  652 

Palladium 479,  674 

Rare  earths 476,  079 

Silicon  carbide 970,  026 

Titanium  sponge 13,  877,  011 

Zinc 7,  070,  738 


Total 82,250,335 
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6.  Eradication  of  vesicular  exanthema 

The  Department  of  Agriculture  and  Farm  Credit  Administration  Appropria- 
tion Act  of  1958  authorizes  the  advance  of  funds  from  the  Commodity  Credit 
Corporation  to  the  Agricultural  Research  Service  to  carry  out  this  program. 
The  Corporation  is  reimbursed  for  these  advances. 


Presently 

available 

Revised 

estimate 

Difference 

Pro'mm  costs 

$1, 243, 408 
37, 492 

(A)  +$1, 243, 408 

(B)  +37, 492 

Interest  expense 

Total  estimate 

1, 280, 900 

+1,  280, 900 

A.  Program  costs. — This  item  includes  unrestored  advances  to  the  Agricul- 
tural Research  Service  for  operating  funds  and  for  eradication  of  vesicular 
exanthema  of  swine  as  indicated  below : 


1959  anticipated  supplemental  ( 1958  costs ) 


Operating  funds  available $1,  258,  044 

Reappropriation  of  prior  year  balances —44,261 

Unobligated  balance 29,  625 


Advanced  from  CCC 1,  243,  408 

Interest  costs 37,  492 


Total 1,  280,  900 


B.  Interest  expense. — This  consists  of  $23,213  accrued  at  a range  between 
3.535  percent  and  3.373  percent  per  annum  on  1958  costs  and  $14,279  accrued  at 
1 V-2  percent  per  annum  for  unrestored  1958  posts  in  1959  for  9 months  through 
March  31,  the  anticipated  recovery  date. 

7.  Eradication  of  brucellosis 

Section  204(e)  of  the  Agricultural  Act  of  1954,  as  amended  (7  U.S.C.  397) 
authorizes  the  transfer  of  not  to  exceed  $20  million  for  fiscal  year  1958  of 
Commodity  Credit  Corporation  funds  to  the  appropriation  “Salaries  and  ex- 
penses, Agricultural  Research  Services,  plant  and  animal  disease  and  pest 
control”  for  the  operation  of  the  accelerated  brucellosis  program.  An  appro- 
priation to  reimburse  the  Corporation  is  authorized  by  the  act. 


Presently 

available 

Revised 

estimate 

Difference 

Program  costs  _ 

$17,  865,  254 
243.  946 

(A)  +$17,  865.  254 

(B)  +243. 946 

Interest  expense  _ . __  _ 

Total  estimate ..  . _ 

18, 109,  200 

+18, 109,  200 

A.  Program  costs. — This  item  consists  of  unrestored  advances  to  the  Agricul- 
tural Research  Service  of  $14,654,159  for  operating  funds  and  $3,211,095  for 
indemnity  payments  for  the  accelerated  brucellosis  program. 

B.  Interest  expense. — This  consists  of  $41,179  accrued  at  a range  between 
3.535  percent  and  3.373  percent  per  annum  on  1958  costs  and  $202,767  accrued  at 
1 Yo  percent  per  annum  for  unrestored  1958  costs  in  1959  for  9 months  through 
March  31,  the  anticipated  recovery  date. 

8.  Grading  and  classing  activities 

The  Department  of  Agriculture  Appropriation  Act  of  1952  (7  U.S.C.  414a) 
authorizes  transfers  of  Commodity  Credit  Corporation  nonadministrative  funds 
to  appropriations  available  for  classing  and  grading  agricultural  commodities 
without  charge  to  producers.  Transfers  are  made  to  the  Agricultural  Marketing 
Service  for  classing  cotton  and  grading  tobacco  not  placed  under  price  support 
loan.  The  act  authorizes  appropriation  to  reimburse  the  Corporation  for  such 
transfers,  plus  interest. 

Under  the  Smith-Doxey  Act  of  1937,  farmers  organized  to  promote  improve- 
ment of  cotton  are  eligible  for  free  classing  service.  Under  the  Tobacco  Inspec- 
tion Act  of  1935  tobacco  producers  selling  tobacco  at  designated  auction  markets 
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are  eligible  for  free  inspection  and  grading  service.  The  class  of  cotton  or  the 
grade  of  tobacco  placed  on  the  commodity  by  a Federal  cotton  classer  or  a Fed- 
eral tobacco  inspector  is  accepted  as  evidence  of  quality  when  producers  place 
their  commodities  under  loan  or  offer  them  for  sale  to  the  Commodity  Credit 
Corporation. 

If  these  programs  are  to  operate  effectively  and  to  be  of  maximum  benefit  to 
producers,  it  is  necessary  to  maintain  (a)  a force  of  tobacco  inspectors  large 
enough  to  grade  the  tobacco  on  all  auction  floors  prior  to  sale,  and  (6)  a cotton 
classing  organization  which  is  capable  of  getting  classification  returns  to  pro- 
ducers promptly. 

The  demand  for  these  services  in  fiscal  1958  exceeded  that  which  could  be  pro- 
vided from  available  appropriations  and  other  funds.  In  order  to  insure  a 
prompt  efficient  service,  funds  were  advanced  by  the  Commodity  Credit  Cor- 
poration. 


Prfflmtly 

availaole 

Revised 

estimate 

Difference 

Program  costs.  ...  

$1,  494. 063 
16.  807 

(A)  +$1,  494,063 

(B)  +16, 807 

Interest  expense  _ 

Total  estimate  

1,  510,  870 

+1,510,  870 

A.  Program  costs. — A net  total  of  $2,361,100  was  advanced  from  Commodity 
Credit  Corporation  for  the  classing  and  grading  work.  The  portion  of  this 
amount  which  is  attributable  to  the  cost  of  classing  or  grading  cotton  and 
tobacco  expected  placed  under  price  support  was  borne  by  the  Commodity  Credit 
Corporation.  Therefore,  this  appropriation  estimate  represents  the  net  amount 
needed  for  providing  these  services  for  the  quantities  not  going  under  loan,  plus 
Interest. 

The  basis  for  the  amount  requested  for  reimbursement  in  fiscal  1959  including 
interest  is  as  follows  : 


Cotton : 

Total  number  of  classings  made  by  Federal  employees 19,  724, 155 

Cost  of  these  classings $3,  573, 198 

Average  cost  per  classing $9. 1218 

Total  bales  classed  under  Smith-Doxey  Act  going  under 

loan 3,  614,  174 


Advance  from  CCC $1,  646,  500 

Less : 

Refund 54,  000 

Cost  of  classing  loan  cotton  (3,614,174 

X $0.1812) 654,888 


To  be  repaid  CCC 


937,  612 


Tobacco : 

Total  quantity  of  tobacco  inspected  and  graded  at  auction 

markets  (pounds) 

Cost  of  tobacco  inspection  at  designated  markets 


Quantity  placed  under  loan  (pounds) 

Percent  of  total  value  entering  loan 

Advance  from  CCC $814,  600 

Less : 

Refund 46,  000 

Cost  of  inspecting  loan  tobacco  (8.53 
percent  of  $2,487,675) 212,149 


1,  713,  481,  813 
$2,  487,  675 
146, 122,  000 
8.  53 


To  be  repaid  CCC 


556,  451 


Total  amount  to  be  repaid : 

Cotton 

Tobacco 


937,  612 
556,  451 


Total- 

Interest 


1,  494.  063 
16,  807 


Estimate. 


1,  510,  870 
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B.  Interest  expense. — This  consists  of  $865  accrued  at  a range  between  3,535 
and  3.373  i>ercent  per  annum  on  1958  costs  and  $15,942  accrued  at  iy2  percent 
P<*r  annum  for  unrestored  1958  costs  in  1959  for  9 months  through  March  31,  the 
anticipated  recovery  date. 


Rkimhi  rsement  to  Commodity  Credit  Corporation  for  Costs  of  Special 

Activities 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Difference 

Program  by  activities: 

1.  International  Wheat  Agreement . . 

2.  Emergency  famine  relief  to  friendly  peoples.  ... 

3.  Sales  of  surplus  agricultural  commodities  for  foreign 

currencies 

$80, 800, 000 
119, 270, 000 

1,  033,  515,  000 

18,  506 

82, 250, 335 
19,  390, 100 
1,  510,  870 

+$80, 800, 000 
+119,  270,  000 

+1,  033,  515,  000 

+18,  506 

+82, 250, 335 
+19,  390, 100 
+1,  510,  870 

4.  Transfer  of  Commodity  Credit  Corporation  grain  to 

Interior  for  migratory  waterfowl  feed 

5.  Transfer  of  bartered  materials  to  supplemental 

stockpile  

6.  Animal  disease  eradication  activities . ...  . 

7.  Grading  and  classing  activities 

Total  oblieations.  . ..  . . 

1, 336,  754,  811 
1,  336,  754,  811 

+1,  336,  754,  811 
+1, 336,  754,  811 

Financing:  Proposed  supplemental  appropriation 

Object  classification 

Presently 

available 

Revised 

estimate 

Difference 

14.  Interest.  . __ 

$72, 848, 051 
1,  263,  906,  760 

+$72,  848, 051 
+1, 263,  906,  760 

Undistributed:  Repayment  of  advances  from  Commodity 
Credit  Corporation _ . . 

1, 336,  754,  811 

+1, 336, 754, 811 

Commodity  Stabilization  Service 


STATEMENT  OE  WALTER  C.  BERGER,  ADMINISTRATOR,  COMMODITY 
STABILIZATION  SERVICE;  ACCOMPANIED  BY  H.  LAURENCE  MAN- 
WARING,  DEPUTY  ADMINISTRATOR  POR  PRODUCTION  ADJUST- 
MENT, COMMODITY  STABILIZATION  SERVICE;  AND  R.  P.  BEACH, 
ASSISTANT  DEPUTY  ADMINISTRATOR,  OPERATIONS,  COMMODITY 
STABILIZATION  SERVICE 

Acreage  Allotments  and  Marketing  Quotas 

Senator  Russell.  This  next  item  was  sent  directly  to  the  Senate 
after  the  bill  had  been  considered  by  the  other  body.  This  is  a new 
budget  request  for  the  Commodity  Stabilization  Service. 

The  estimate  is  for  $2,375,000  to  be  derived  from  “Conservation  re- 
serve program”  to  measure  cotton  acreage  during  fiscal  1959. 

This  item  will  be  submitted  by  Mr.  Walter  Berger. 

(The  justifications  for  this  item  follow :) 

Commodity  Stabilization  Service 
(S.  Doc.  20) 

Acreage  allotments  and  marketing  quotas 


Appropriation  to  date,  1959 $39,  715,  000 

Supplemental  estimate,  1959 +2,  375,  000 

Revised  total,  1959 42,  090,  000 
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PROPOSED  LANGUAGE 

“For  an  additional  amount  for  ‘Acreage  allotments  and  marketing  quotas’, 
$2,375,000,  to  be  derived  by  transfer  from  the  appropriation  for  ‘ Conservation 
reserve  program ’,  fiscal'y ear  1959." 

EXPLANATION  OF  LANGUAGE 

The  proposed  language  would  increase  by  S2,375,000  the  total  appropriation 
for  acreage  allotments  and  marketing  quotas,  by  transfer  from  the  appropria- 
tion for  “Conservation  reserve  program,”  fiscal  year  1959,  to  provide  funds 
for  increasing  the  percentage  of  performance  checking  on  the  1959  crop  cotton 
acreage. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Pursuant  to  laws  enacted  subsequent  to  the  transmission  to  Congress  of  the 
estimate  for  fiscal  year  1959,  additional  funds  are  required  to  check  performance 
on  increased  acreage  for  the  1959  crop  of  cotton.  Public  Law  85-835,  approved 
August  28,  1958,  provides  for  a program  for  Upland  cotton  for  1959  and  1960 
under  which  producers  may  elect  to  take  an  increase  of  not  to  exceed  40  percent 
in  their  acreage  allotments  coupled  with  a 15-percent  parity  reduction  in  price 
support.  Funds  were  not  included  in  the  regular  1959  budget  because  reports 
on  participation  were  not  then  available.  Final  participation  reports  have 
now  been  received  and  about  7.2  percent  of  the  producers  availed  themselves 
of  the  increased  acreage  provision,  and  have  added  1.017,830  acres  to  their 
normal  acreage.  On  the  basis  of  a current  review  of  the  program,  it  is  esti- 
mated that  performance  checking  can  be  accomplished  on  about  44  percent 
of  the  1959  cotton  crop  acreage  bafore  July  1,  1959.  with  funds  available. 

An  increase  of  $2,375,000  would  permit  performance  checking  by  ASC  county 
committees  on  approximately  75  percent  on  the  1959  crop  cotton  acreage,  which 
was  about  the  level  attained  prior  to  the  introduction  of  the  acreage  reserve 
program.  It  is  essential  that  performance  be  checked  on  a substantial  part  of 
the  1959  crop  of  cotton  before  July  1,  1959,  so  that  marketing  quota  cards  may 
be  issued  to  producers  who  wish  to  sell  their  cotton.  Harvesting  begins  as  early 
as  July  1 and  marketing  begins  on  August  1.  Under  the  new  program  the  Gov- 
ernment is  committed  to  buy  most  of  the  1959  crop  cotton  and  purchases  cannot 
be  made  unless  the  producers  hold  an  approved  marketing  quota  card.  Any 
delay  in  this  process  would  be  contrary  to  the  interests  of  the  producers  and 
the  successful  operation  of  this  program. 

JUSTIFICATION  FOR  SUPPLEMENTAL  ESTIMATE.  FICAL  YEAR  1959,  FOR  “ACREAGE 

ALLOTMENTS  AND  MARKETING  QUOTAS” 

The  Agricultural  Act  of  1958  (Public  Law  85-835.  approved  August  28,  1958), 
provids  that  with  respect  to  the  1959  and  I960  crops  of  Upland  cotton,  the 
Secretary  give  each  producer  a choice  of  (1)  plan  A.  planting  'within  his  regular 
acreage  allotment  and  receiving  price  support  determined  under  section  101  of 
the  Agricultural  Act  of  1949,  as  amended;  or  (2)  plan  B.  increasing  his  acreage 
by  not  to  exceed  40  percent  as  determined  by  the  Secretary  and  receiving  price 
support  at  15  parity  points  below  the  level  under  plan  A.  For  the  1959  crop  the 
increase  was  announced  at  the  full  40  percent. 

On  the  basis  of  a final  report  of  participation  received  a few  days  ago,  on  the 
1959  Choice  (B)  Upland  cotton  program,  about  7 percent  of  the  producers 
availed  themselves  of  the  increased  acreage  provisions,  and  have  added  about 
1,017.830  acres  to  their  normal  acreage.  Farmers  had  until  March  16,  1959, 
to  make  their  choice.  An  increase  of  82.375.000  would  permit  ASC  county  com- 
mittees to  check  performance  on  about  75  percent  of  the  1959  crop  cotton  acre- 
age. Performance  checking  is  estimated  for  the  increased,  acreage  at  about  half 
of  the  cost  per  acre  estimated  for  the  fiscal  year  195S.  This  is  based  on  the 
assumption  that  most  of  the  additional  acreage  will  be  added  to  existing  farm 
allotments  which  will  facilitate  the  performance  checking. 

Unless  the  additional  funds  requested  are  provided,  it  is  estimated  that  only 
about  44  percent  of  the  1959  crop  acreage  can  be  checked  before  July  1.  1959. 
with  funds  available.  Up  to  about  75  percent  of  the  crop  has  been  checked 
prior  to  the  introduction  of  the  acreage  reserve  program.  The  total  estimate 
of  the  1959  crop  which  could  be  planted  is  17.32  million  acres.  After  subtracting 
600,000  acres  which  it  is  estimated  will  be  placed  in  the  conservation  reserve, 
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the  estimate  of  total  planted  acreage  is  16.72  million  acres.  This  is  4.02  million 
acres  more  than  the  12.7  million  acres  which  had  to  be  checked  under  the  1958 
cotton  acreage  allotment  and  marketing  quota  program.  The  Department  be- 
lie\os  it  is  essential  that  the  maximum  amount  of  performance  checking  be  done 
prior  to  July  1.  Checking  less  than  75  percent  of  the  1959  crop  farms  and  acreage 
would  have  the  effect  of  increasing  the  1959  crop  farms  and  acreage  that  would 
have  to  he  checked  in  1960.  It  would  also  have  the  effect  of  carrying  over  into 
1961  a higher  percentage  of  farms  and  acreage  than  is  desirable. 

Harvesting  berins  as  early  as  July  1,  1959,  and  the  marketing  year  for  the 

1959  cotton  crop  starts  in  August  1959.  Approved  marketing  quota  cards  must 
he  issued  to  producers  who  wish  to  sell  cotton  by  that  time.  If  performance 
checking  is  delayed  on  more  than  half  of  the  crop  until  July  1,  the  result  will 
probably  mean  that  the  issuance  of  cards  will  be  delayed  in  many  cases.  Also* 
performance  checking  will  become  more  difficult  to  do.  Personnel  to  do  this 
work  are  normally  recruited  from  schools  and  colleges  beginning  in  May.  If 
funds  are  not  available  to  hire  them,  they  will  seek  other  employment.  They 
may  therefore  not  be  available  to  do  the  work  starting  in  July. 

Early  issuance  of  marketing  cards  for  the  1959  crop  is  extremely  important 
this  year  in  view  of  the  change  in  price  support  operations  prescribed  by  law. 
Price  suoport  on  Choice  A cotton  will  be  by  means  of  purchases  by  CCC.  Cur- 
rent estimates  are  that  CCC  will  purchase  10.9  million  bales  or  74  percent  of 
total  production.  The  producer  will  not  be  able  to  obtain  price  support  until 
he  has  received  his  marketing  card. 

Performance  checking  on  all  programs  is  usually  heavy  in  the  first  and  last 
quarters  of  a fiscal  year.  Postponing  an  undue  amount  of  cotton  performance 
work  to  the  quarter  beginning  in  July  will  increase  the  pressure  on  cotton  as  well 
as  all  other  programs.  The  result  will  probably  contribute  to  an  inefficient 
operation. 

The  appropriation  for  the  fiscal  year  1959  is  $1  million  less  than  the  amount 
available  for  the  fiscal  year  1958.  Along  with  this  decrease  in  funds  the  cost  of 
some  of  the  additional  work  resulting  from  the  Agricultural  Act  of  1958  is  being 
absorbed.  Such  work  includes  (a)  apportioning  the  national  acreage  reserve  of 
310,000  acres  among  States  and  counties,  (6)  holding  instructional  meetings  with 
State  and  county  office  personnel  to  discuss  the  programs  for  1959  and  1960  and 
any  changes  necessary  in  program  operations,  (c)  explaining  program  provisions 
to  farmers,  ( <1 ) recomputing  each  farm  acreage  allotment  to  provide  for  the  40- 
percent  increase,  (e)  renotifying  farmers  of  the  allotment  under  each  choice  and 
requesting  them  to  notify  the  ASC  committee  of  their  choice,  (/)  reviewing  and 
recording  the  choice  made  by  farmers  and  preparing  periodic  reports  of  the 
Choice  B signup,  (g)  issuing  instructions  and  procedures  covering  the  1959  and 

1960  programs,  and  (h)  printing  special  allotment  notices  to  be  used  solely  for 
cotton.  Also  being  absorbed  is  the  cost  of  additional  work  incident  to  the 
addition  of  140  counties  and  3 new  States  in  the  commercial  wheat-producing 
area. 

The  Department  recommends  that  the  estimate  be  increased  from  $39,715,000' 
to  $42,090,000. 


Acreage  Allotments  and  Marketing  Quotas 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase 

Program  bv  activities:  Acreage  allotments  and  marketing 
quotas  (total  obligations)  

$39, 715, 000 

$42, 090, 000 

$2, 375, 000 

'Financing  _ _ _ 

Appropriation  (new  obligational  authority)  

39, 715, 000 

42, 090, 000 

2, 375, 000 
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Object  classification 


Presently 

available 

Revised 

estimate 

Increase 

06  Printing  and  reproduction . 

$289, 950 

6, 886, 300 
32,  538,  750 

$289,  950 

6, 886, 300 
34,  913,  750 

07  Other  contractual  services: 

Advanced  to — 

“ Administrative  expenses,  sec.  392,  Agricultural 
Adjustment  Act  of  1938”  (7  U.S.C.  1392).  . ... 
“Local  administration,  sec.  388,  Agricultural 
Adjustment  Act  of  1938”  (7  U.S.C.  1388) . 

Total  obligations . . 

2, 375, 000 

39,  715, 000 

42,  090, 000 

2, 375, 030 

General  Statement 

Mr.  Berger.  Mr.  Chairman,  I appreciate  this  opportunity  to  dis- 
cuss with  you  the  estimate  of  $2,375,000  for  acreage  allotments  and 
marketing  quotas  to  provide  necessary  funds  for  measuring  1959  crop 
cotton  acreage. 

I would  like  to  discuss  the  item  now,  to  explain  why  it  was  not  in- 
cluded in  the  estimates  presented  to  the  House,  and  why  it  is  essential 
that  these  additional  funds  be  provided  in  the  second  supplemental 
bill  (H.R.  5916)  now  being  considered  by  your  committee. 

increase  in  cotton  acreage 

You  will  recall  that  Public  Law  85-835,  approved  August  28,  1958, 
provides  for  a program  for  upland  cotton  for  1959  and  1960  under 
which  producers  may  accept  their  normal  cotton  allotment,  called 
Choice  A,  or  they  may  elect  to  take  an  increase  of  not  to  exceed  40 
percent  in  their  acreage  allotments,  coupled  with  a 15  percent  parity 
reduction  in  price  support  (called  Choice  B). 

This  law  was  enacted  subsequent  to  transmission  of  the  regular 
1959  budget.  We  recognized  that  increased  costs  would  be  necessary 
somewhat  in  proportion  to  the  amount  of  participation  by  producers. 
Accordingly,  an  estimate  of  needs  in  1959  was  discussed  during  prepa- 
ration of  the  1960  budget.  The  1960  budget  makes  reference  to  this 
program  and  indicated  that : 

Additional  funds  may  be  required  in  1959  and  1960  for  meeting  the  additional 
workload  with  respect  to  cotton,  pursuant  to  the  Agricultural  Act  of  1958  (p. 
358, 1960  budget). 

The  budget  also  pointed  out  that  only  about  33.7  percent  of  1959 
crop  cotton  farms  could  be  measured  with  funds  available  for  1959. 

At  that  time  it  was  decided  to  defer  an  estimate  until  the  final  re- 
ports of  participation  by  producers  was  available,  rather  than  to  base 
the  estimate  on  a forecast. 

POTENTIAL  1959  CROP 

On  March  27,  1959  a report  of  final  signup  by  farmers  for  Choice 
B showed  that  69,138  farmers  had  elected  to  plant  increased  cotton 
amoimting  to  1,017,830  acres. 

In  total  this  represents  a potential  1959  crop  of  17.32  million  acres. 
After  subtracting  600,000  acres  which  we  estimate  will  be  placed  in 
the  conservation  reserve,  total  planted  acreage  is  estimated  at  16.72 
million  acres,  which  is  4.02  million  acres  more  than  the  12.7  million 
acres  of  cotton  which  had  to  be  checked  under  the  1958  acreage  allot- 
ment and  marketing  quota  program. 

Our  estimate  of  the  total  costs  involved  in  putting  the  program 
into  effect  is  about  $1,031,000  and  for  checking  performance  on  75 
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percent  of  the  1959  crop  prior  to  July  1,  1959,  is  about  $5,706,000. 
These  requirements  are  offset  by  funds  available  amounting  to 
$6,118,000  for  such  work  in  the  current  appropriation,  and  by  $946,000 
which  was  applied  to  this  work  by  releasing  it  from  the  corn  acreage 
allotment  program,  which  was  discontinued  this  year.  The  net  in- 
crease requested  is,  therefore,  $2,375,000,  all  of  which  if  made  avail- 
able will  be  used  to  meet  expenses  of  the  county  ASC  offices. 

CONSEQUENCES  OF  POSTPONING  WORK 

We  estimate  that  about  44  percent  of  the  1959  crop  can  be  checked 
before  July  1,  with  funds  available.  This  is  far  below  levels  reached 
in  the  past.  Prior  to  the  acreage  reserve  program  we  have  tried  to 
measure  75  percent  of  the  crop  before  June  30.  Even  during  the 
existence  of  the  acreage  reserve  program,  measurement  was  about  60 
percent.  The  new  cotton  legislation  makes  it  more  important  than 
ever  that  producers  be  given  approved  marketing  cards  as  soon  as 
possible.  The  Government  is  committed  to  purchase  all  choice  A 
cotton,  which  is  the  bulk  of  the  1959  crop.  A purchase  cannot  be  com- 
pleted unless  the  producer  has  the  approved  marketing  card.  It  is 
essential  that  the  maximum  amount  of  measurement  be  done  promptly, 
so  that  these  marketing  cards  can  be  issued  as  soon  as  possible  since 
the  cotton  marketing  year  starts  on  August  1. 

In  addition,  the  postponement  of  substantial  measurement  work  un- 
til after  July  1 would  seriously  hamper  the  efficient  operation  of  per- 
formance checking  activities. 

Personnel  to  do  this  work  in  the  counties  are  normally  recruited 
from  vacationing  high  school  and  college  students  in  May  and  June. 
If  these  jobs  are  not  available  then,  these  students  will  likely  seek 
other  employment  and  not  be  available  after  July  1.  Since  per- 
formance work  is  heaviest  during  the  last  and  first  quarters  of  a fiscal 
year,  postponement  of  the  workload  to  the  next  quarter  would  create 
difficulties  in  attempting  to  do  an  increased  amount  of  work.  Un- 
favorable weather  in  July  could  create  even  more  difficulties.  Our 
practice  has  been  to  take  advantage  of  every  break  in  the  weather  to 
get  the  necessary  performance  work  done  on  time.  We  believe  it 
would  be  unwise  from  the  standpoint  of  good  administration  to  do 
otherwise. 

TERMINATION  OF  CORN  ACREAGE  ALLOTMENTS 

Mr.  Chairman,  I am  sure  you  are  aware  that  the  appropriation 
for  acreage  allotments  and  marketing  quotas  currently  available  for 
the  fiscal  year  1959  is  $1  million  less  than  the  $40,715,000  available 
for  the  fiscal  year  1958.  Even  though  corn  acreage  allotments  were 
terminated  with  respect  to  1959  crops,  it  was  necessary  to  carry  out 
the  corn  program  until  that  matter  was  resolved  through  the  No- 
vember referendum. 

Funds  not  needed  to  continue  work  on  corn  have  been  used, to  meet 
all  pay  and  postal  costs  and  a substantial  part  of  the  work  on  the  new 
cotton  program.  The  termination  of  the  acreage  reserve  program  for 
1958  crops  will,  of  course,  result  in  this  appropriation  bearing  a 
heavier  share  of  overhead  costs  than  would  otherwise  be  the  case. 
Also,  we  are  absorbing  the  cost  of  additional  work  incident  to  the 
addition  of  140  counties  and  3 new  States  in  the  commercial  wheat 
producing  area. 
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Mr.  Chairman,  we  are  grateful  for  the  opportunity  to  bring  this 
urgent  matter  before  your  committee.  T Ve  shall  be  glad  to  answer  any 
questions  you  or  other  members  of  the  committee  may  haye. 

NEW  COM MEP.CTAL  WHEAT  PEODECHTG  STATES 

Senator  Russell.  TYhich  are  the  three  new  States  in  the  commercial 
wheat  producing  area  i 

Mr.  Beach.  I do  not  have  the  complete  answer  right  here.  Arizona, 
added  with  respect  to  the  1960  crop,  and  Mississippi,  added  effective 
with  the  1959  crop,  are  two  of  them. 

Senator  Russell.  You  can  furnish  the  other  one  ? 

Mr.  Beach.  TVe  will  furnish  the  other  one  for  the  record. 

(The  third  State  was  Alabama,  which  was  added  effective  with  the 
1959  crop.) 

TOLERANCES  IN  ACREAGE  MEASUREMENTS 

Senator  Young.  I would  like  to  ask  this  question : In  your  program 
you  hold  the  fanner  down  to  figuring  his  area  down  to  a fraction  of  an 
acre  ( 

Mr.  Berger.  Yes.  sir:  to  a tenth  of  an  acre. 

Senator  Young.  In  the  case  of  a 100-  or  000- acre  field,  do  you  think 
any  expert  surveyor  can  come  within  a tenth  of  an  acre  ? 

Mr.  Manwaring.  Sir.  we  do  have  available  to  the  countv  office 

j k 

employees  a tolerance  which  they  may  use  in  ironing  out  some  of  those 
difficulties.  TTe  recognize  that  on  those  large  fields  vou  cannot  meas- 

c.  * . %. 

ure  that  closely.  They  have  a tolerance  which  amounts  to  3 percent, 
or  nine-tenths  of  an  acre,  whichever  is  greater. 

Senator  Young.  It  seems  to  me  in  the  State  of  Xorth  Dakota  there 
is  a misunderstanding,  and  we  need  a lot  of  explaining  as  to  these 
fractions  and  possibly  eliminating  the  fractions  that  are  carried. 

Mr.  Man  waring.  Most  of  this  measuring  is  done  by  aerial  photo- 
graphs and  in  reality  it  is  a matter  of  identifying  the  field  and  then 
running  around  it  with  a planimeter.  which  gives  you  automatically 
the  acreage  in  the  field.  Yow.  that  is 'done  three  times,  and  if  thev 
come  out  fairlv  close  in  each  of  the  three  times,  thev  average  it.  and 
m that  way  you  get  this  measurement  of  an  acre.  It  even  measures 
out  to  hundredths  of  an  acre  with  that  method  of  measuring  it.  It 
is  not  a matter  of  measuring  each  field  manually  and  coming  out  to 
a tenth  of  an  acre : it  is  a computation  and  therefore  we  have  a toler- 
ance in  making  the  computation,  which  takes  care  of  this  small  frac-’ 
tion  there. 

Senator  Young.  If  you  register  it  as  a 100-acre  wheat  field,  and  it 
is  three-eighths  of  an  acre  overseeded,  you  penalize  them. 

Mr.  Manwaring.  Yes.  but  once  we  measure  it  and  determine  what 
it  is.  we  do  not  remeasure  it.  He  knows  what  it  is  before  planting. 

Senator  T oung.  TYhy  do  you  have  to  have  that  fraction  of  an  acre  ? 
If  a hundred-acre  field  is  three-eighths  of  an  acre  over,  that  is  getting 
pretty  technical. 

Mr.  Manwaring.  Yes:  it  is.  TTe  have  a lot  of  fields  much  smaller 
than  that,  but  it  comes  out  that  way.  This  tolerance  will  take  care 
of  most  of  it.  Senator.  I think. 

Senator  T oung.  I have  been  urging  this  all  my  life,  urging  you 
to  do  this.  I actually  cannot  think  of  penalizing  the  farmer  if  he  is 
within  a fraction  of  an  acre  in  a field  of  at  least  100  acres  or  more. 

3S932 — 59 9 
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Foreign  Agricultural  Service 

STATEMENTS  OF  MAX  MYERS,  ADMINISTRATOR,  FOREIGN  AGRI- 
CULTURAL SERVICE;  PATRICK  M.  O’LEARY,  ASSISTANT  ADMINIS- 
TRATOR, MARKETING  DEVELOPMENT  AND  PROGRAMS,  FOREIGN 
AGRICULTURAL  SERVICE;  AND  WALTER  S.  SHAFER,  DIRECTOR, 
OFFICE  OF  INTERNATIONAL  TRADE  FAIRS,  DEPARTMENT  OF 
COMMERCE 

Agricultural  and  Horticultural  Exhibitions 

Senator  Kussell.  We  have  another  substantial  item  that  was  sent 
directly  to  the  Senate,  and  there  are  two  subitems  involved,  agri- 
cultural and  horticultural  exhibitions,  totaling  an  estimated  amount 
of  $1,275,000  U.S.  dollar  equivalent  of  foreign  currency. 

(The  justifications  follow :) 

Salaries  and  Expenses 
(S.  Doc.  No.  20) 

Agricultural  and  horticultural  exhibitions 


Appropriation  to  date,  1959 None 

Supplemental  estimate  1959 1 $1,  275,  000 

Revised  total,  1959 1 1,  275,  000 


1 U.S.  dollar  equivalent  of  foreign  currency. 

PROPOSED  LANGUAGE 

“Subject  to  allocation  in  such  manner  as  may  now  or  hereafter  be  prescribed  by 
the  President , foreign  currencies  which  have  accrued  under  title  I of  the  Agricul- 
tural Trade  Development  and  Assistance  Act  of  1954,  os  amended  (7  U.S.C.  1704), 
may  be  used  without  fiscal  year  limitation  for  the  purposes  of  section  104(m)  of 
that  Act,  including  administrative  expenses  directly  related  thereto , in  an  amount 
not  to  exceed  the  equivalent  of  $1,275,000.” 

EXPLANATION  OF  LANGUAGE 

The  proposed  language  would  provide  for  authorization  to  use  foreign  cur- 
rencies to  participate  in  agricultural  and  horticultural  fairs  p.ursuant  to  section 
104  (m)  of  the  Agricultural  Trade  Development  and  Assistance  Act  of  1954,  as 
amended. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  purpose  of  this  supplemental  estimate  is  to  provide  funds  for  exhibits  at 
the  World  Agriculture  Fair  to  be  held  in  New  Delhi,  India,  from  December  1959 
to  February  1960,  and  at  the  Rotterdam  International  Horticultural  Exhibition 
in  Rotterdam,  Netherlands,  from  April  to  September  1960.  Since  considerable 
advance  preparation  is  required  in  setting  up  exhibits  of  this  type  and  size,  funds 
will  be  required  for  obligation  in  the  last  quarter  of  the  fiscal  year  1959.  There 
is  no  authorization  to  use  funds  from  other  sources  in  the  Department  to  finance 
these  exhibits ; therefore,  authorization  is  requested  to  use  foreign  currencies 
which  are  available. 

JUSTIFICATION  FOR  SUPPLEMENTAL  ESTIMATE,  FISCAL  YEAR  1959,  FOR  AGRICULTURAL 

AND  HORTICULTURAL  EXHIBITIONS 

Authorization  is  requested  to  use  the  equivalent  of  $1,275,000  of  foreign  cur- 
rencies received  from  the  sale  of  surplus  agricultural  commodities  under  title 
I of  Public  Law  480  for  U.S.  participation  in  the  following: 

1.  World  Agriculture  Fair,  New  Delhi,  India,  December  1959  to  February 
1960. — The  fair  is  being  sponsored  by  a national  organization  of  Indian  farmers 
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(Bharat  Krishak  Samaj)  and  the  city  of  New  Delhi  is  making  available  130 
acres  within  the  city  limits  for  the  event.  The  fair  will  be  essentially  an  exhi- 
bition of  food  and  agriculture,  and  will  be  the  first  World  Agriculture  Fair.  The 
fair  is  being  arranged  to  synchronize  with  the  11th  Annual  Conference  of  the 
International  Federation  of  Agricultural  Producers.  U..S.  farm  groups  who  are 
members  of  this  federation  are  the  Grange,  the  Farmers  Union,  and  the  National 
Council  of  Farmers  Cooperatives. 

The  U.S.  exhibit  will  take  up  approximately  100,000  square  feet  of  space.  The 
theme  of  the  U.S.  agricultural  exhibit  will  be  the  technological  revolution  in 
American  agriculture  and  unsurpassed  agricultural  productivity  borne  of  an 
essentially  free  enterprise  system.  The  theme  will  be  demonstrated  by  a series  of 
individual  displays  of  techniques  and  products  showing  the  continuing  technical 
developments  in  agriculture.  For  example,  the  first  section  of  the  exhibit  will 
establish  the  American  farmer  in  his  natural  community  environment.  This 
will  be  done  with  a terrain  model  of  several  farms.  This  approach  provides  the 
opportunity  to  focus  upon  a single  American  farm,  while  at  the  same  time  showing 
several  different  kinds  of  farm  enterprises  that  are  further  displayed  in  subse- 
quent sections  of  the  exhibit.  The  second  section,  research  and  education,  will 
show  how  the  American  farmer  has  acquired  and  put  into  use  technological 
advancements  in  agriculture.  This  section  will  incorporate  the  part  being  played 
by  atomic  energy  in  agriculture.  The  third  section  will  show  production  effi- 
ciencies in  at  least  two  exhibit  units  on  poultry  raising  and  dairying  and  on 
specific  crops  such  as  wheat,  corn,  and  soybeans.  Another  section  will  highlight 
marketing  of  farm  products.  Additional  displays  will  be  set  up  to  complete  the 
exhibit. 

In  view  of  the  scope  of  the  proposed  New  Delhi  exhibit,  several  departments 
and  agencies  of  the  U.S.  Government  will  cooperate  in  its  development.  Foreign 
currency  requirements  would  be  met  with  the  use  of  $100,000  equivalent  under 
104(a),  market  development,  and  $1,125,000  equivalent  under  provisions  of 
104 (m)  of  Public  Law  480,  as  amended.  Dollar  costs  would  be  met  through  an 
expenditure  of  $300,000  by  the  Atomic  Energy  Commission  and  approximately 
$390,000  of  funds  by  the  Office  of  International  Trade  Fairs,  Department  of 
Commerce.  It  is  considered  essential  that  the  United  States  participate  in  this 
exhibit  and  show  the  great  strides  made  in  American  agriculture  under  our 
free  enterprise  system.  This  is  particularly  important  in  view  of  the  knowledge 
that  many  other  countries  will  be  exhibiting  at  this  fair,, showing  not  only  agri- 
cultural developments,  but  also  ideologies  in  agriculture  and  elsewhere  which 
are  contrary  to  a democratic  way  of  life. 

The  funds  requested  for  the  Department  will  be  used  for  necessary  foreign 
currency  expenses  required  for  an  exhibit  of  this  size,  but  some  of  the  principal 
costs  will  be  for  site  rental  and  utilities,  pavilion  construction,  and  maintenance, 
and  for  constructing  and  dismantling  the  exhibit. 

2.  Rotterdam  International  Horticultural  Exhibition,  Rotterdam,  Netherlands, 
April  to  September  1960. — The  city  of  Rotterdam  has  set  aside  100  acres  of  park 
area  for  an  international  exhibition  covering  every  aspect  of  ornamental  and 
edible  horticulture.  There  will  be  general  and  specific  exhibits  on  horticultural 
education  and  scientific  research  including  flower  bulbs,  flowering  trees  and 
shrubs,  potted  plants,  roses,  perennials,  botanical  garden  specimens,  and  dis- 
plays of  fruit,  vegetables,  seeds,  etc.  There  will  be  included  demonstrations 
of  techniques  related  to  horticulture  including  demonstrations  of  food  proc- 
essing, canning,  packing,  freezing,  storage,  etc. 

The  exhibition  marks  the  occasion  of  the  100th  anniversary  of  the  Royal 
Annual  Dutch  Bulb  Growers  Society  and  the  400th  anniversary  of  the  introduc- 
tion of  tulips  into  Europe.  Many  countries  of  the  world  have  indicated  their 
intention  to  participate  making  it  a truly  international  exhibition.  About  5 
million  visitors  from  all  over  the  world  are  expected  to  attend  during  the  6-month 
period  of  the  fair  from  April  to  September  1960. 

There  is  widespread  interest  in  the  United  States  in  these  activities,  and 
for  appropriate  U.S.  participation.  The  Department  should  take  advantage 
of  the  opportunity  to  bring  to  the  attention  of  'this  important  group  of  the 
world’s  population  the  outstanding  developments  in  the  United  States  in  the 
horticultural  field.  The  United  States  has  a real  contribution  to  make  to  the 
horticultural  knowledge  of  the  world  and  at  the  same  time  has  much  to  gain 
from  the  work  and  experiences  of  other  participating  countries. 

The  American  Horticultural  Council  which  includes  among  its  membership  the 
major  horticultural  groups  in  the  United  States  has  spent  much  time  in  de- 


130  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 


▼eloping  plans  for  U.S.  participation  in  the  exhibit  and  expects  to  carry  the  major 
part  of  the  cost  of  the  exhibit. 

The  funds  requested  for  the  Department  will  be  used  largely  for  travel  and 
sul»istcijce  of  exhibition  officials  and  technicians  responsible  for  the  exhibit, 
employment  of  temporary  local  help  for  preparing  and  maintaining  the  exhibit, 
certain  materials  which  will  need  to  be  acquired,  transportation  of  materials 
provided  by  cooperators  in  the  United  States,  and  miscellaneous  costs.  The 
estimate  of  $150,000  for  USDA  was  determined  after  extended  consultation 
with  the  National  Horticultural  Council  and  represents  the  minimum  necessary 
to  insure  an  effective  exhibit.  The  cost  for  the  U.S.  exhibit  to  be  borne  by 
the  American  Horticultural  Council  and  associated  groups  will  considerably 
exceed  the  U.S.  Government  expenditure.  It  is  expected  that  the  exhibit 
will  be  conducted  as  a cooperative  project  between  the  Department  and  the 
American  Horticultural  Council. 

Foreign  Agricultural  Service — Salaries  and  Expenses 
(All  amounts  stated  in  U.S.  dollar  equivalents) 

Program  and  financing 

Supplemental 
estimate , 1959 

Program  by  activities : Agricultural  and  horticultural  exhibitions 


(total  obligations) $1,275,000 

Financing:  Authorization  to  expend  foreign  currency  receipts  (7 

U.S.C.  1704) 1,275,000 

Object  classification 

Supplemental 
estimate,  1959 

02  Travel $170, 000 

03  Transportation  of  things 102, 000 

04  Communication  services 3,  000 

05  Rents  and  utility  services 145,  000 

07  Other  contractual  services 810,  000 

08  Supplies  and  materials 45,  000 


Total  obligations 1,  275,  000 


General  Statement 

Senator  Russell.  This  item  will  be  presented  by  Mr.  Max  Myers, 
Administrator,  Foreign  Agricultural  Service. 

Mr.  Myers.  Sir,  I have  with  me  Mr.  Patrick  O’Leary,  Assistant  Ad- 
ministrator of  Foreign  Agricultural  Service,  and  Mr.  Walter  Shafer, 
Director,  Office  of  International  Trade  Fairs,  Department  of  Com- 
merce, inasmuch  as  one  of  the  items  involved  something  which  would 
be  worked  out  by  both  departments,  so  that  we  may  be  able  to  answer 
any  questions. 

I do  not  have  a prepared  statement.  I would  like  to  make  a very 
brief  comment. 

Senator  Russell.  All  right,  Mr.  Myers,  you  may  proceed  to  do 
so. 

Mr.  Myers.  The  request  for  use  of  foreign  currencies  under  104 (m) 
for  agricultural  and  horticultural  fairs  is  the  first  that  has  been  sub- 
mitted under  this  provision  of  the  law. 

As  far  as  we  know,  the  two  agricultural  and  horticultural  fairs  men- 
tioned herein  are  the  only  ones  to  come  up  within  the  next  few  months. 
We  have  not  been  asked  or  told  of  any  others.  Both  were  brought 
to  our  attention  and  the  plans  for  them  developed  during  the  fall  of 
1958  when  it  was  too  late  to  include  them  in  the  regular  budget. 
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Both  need  to  get  under  way  promptly.  In  fact,  the  planning  has 
already  been  done  to  some  extent  and  therefore  it  is  necessary  that 
they  be  put  on  the  supplemental  budget.  Both  are  large  agricultural 
and  horticultural  exhibitions  which  will  attract  millions  of  visitors. 
We  feel  that  it  is  very  important  that  the  United  States  have  ade- 
quate and  attractive  exhibits  at  these  fairs.  These  are  not  trade  fairs 
in  the  normal  sense.  They  are  exhibits  of  American  agricultural  life, 
American  horticultural  products,  not  promotional  trade  exhibits.  F or 
that  reason,  it  is  felt  they  belong  under  104  (m) . 

That  is  all  I wish  to  say  at  this  time.  We  would  be  glad  to  answer 
any  questions  about  them  that  you  may  have. 

Senator  Holland.  Do  I understand  that  this  request  relates  solely 
to  the  use  of  foreign  currencies  ? 

Mr.  Myers.  Yes,  sir. 

Senator  Holland.  Foreign  currencies  that  are  acquired  under 
Public  Law  480  ? 

Mr.  Myers.  Yes,  sir. 

CURRENCIES  AVAILABLE  IN  INDIA  AND  THE  NETHERLANDS 

Senator  Holland.  What  currencies  are  available  at  the  present  time 
in  both  of  these  areas  ? 

Mr.  Myers.  In  the  case  of  India,  or  the  Yew  Delhi  Fair,  currencies 
are  available  in  that  country. 

In  the  case  of  the  Rotterdam  exhibit,  either  guilders  will  be  ac- 
quired under  a Public  Law  480  sales  agreement  very  soon  or  we  shall 
convert  currencies  from  another  coimtrv  where  funds  are  already 
available. 

Senator  Holland.  Under  the  program  now  applicable  in  Western 
Europe,  are  currencies  from  other  countries  like  the  Netherlands 
available  for  conversion  and  use  at  the  Rotterdam  exhibits  ? 

Mr.  Myers.  Not  necessarily  in  Western  Europe,  sir.  but  we  have 
some  small  amounts  of  Mexican  currency  and  one  or  two  others  which 
are  under  our  control  and  which  could  be  converted  if  we  cannot  get 

# v . 

the  guilders  at  the  appropriate  time. 

Senator  Ellender.  Mr.  Chairman,  this  is  my  first  appearance  in 
this  huge  room.  It  looks  more  like  an  amphitheater  than  a hearing 
room  to  me.  It  puts  me  at  a great  disadvantage  in  that  I like  to  see 
the  witnesses,  and  see  their  eyes — I like  to  be  close  to  them,  and  I am 
in  hopes  that  some  of  the  other  hearings  that  we  hold  will  be  held  in 
smaller  rooms,  so  that  I can  be  nearer  the  witnesses. 

I do  not  want  to  discuss  at  this  moment  the  -huge  expenditure  re- 
quired to  provide  this  new  Senate  Office  Building,  but  this  amphi- 
theater demonstrates  the  waste  that  took  place.  There  is  no  excuse 
for  constructing  a room  of  this  size. 

As  I understand  it,  there  are  many  more  like  it. 

SOURCE  OF  FUNDS  SPENT  IN  INDIA 

Now.  returning  to  the  question  at  issue,  out  of  what  Public  Law  480 
funds  do  you  expect  to  obtain  this  million  dollars,  or  whatever  amount 
we  spend  in  India  ? Are  the  funds  allotted  to  the  State  Department 
or  especially  to  the  Agriculture  Department  ? 
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Mr.  Myers.  These  would  be  obtained  under  section  104(m),  from 
lnon°.vs  acquired  under  this  title,  on  sales,  but  not  presently  specified 
for  either  Department. 

Senator  Ellen der.  W ell,  as  you  know,  under  the  law  as  it  now 
cel  [ain  ftmds  were  assigned  for  investigations,  other's  to  assist 
colleger*  abroad,  to  defray  costs  of  scholarhips,  and  what-have-you, 
air  I also  to  further  democracy  plus  funds  to  take  care  of  military  ex- 
-es.  as  well  as  State  Department  expenses.  TTould  these  funcls  be 
separate  and  apart  from  those  ? 

Mr.  Myers.  Yes.  sir. 

Senator  Ellexder.  In  efiect  you  are  now  asking  for  a new  use  for 
Public  Law  -ISO  funds  ? 

Mr.  Myers.  T cs.  sir : but  not  of  the  funds  previously  allocated  to 
any  other  use. 

Senator  Ellender.  I understand  that. 

Mr.  Myers.  Yes,  sir. 

Senator  Ellender.  How  would  that  affect  the  amount  to  be  loaned 
back  to  the  host  country? 

Mr.  Myers.  Sir.  this  comes  from  the  portion  set  aside  for  U.S. 
use?  already,  and  does  not  affect  the  amount  loaned  back  to  the  other 


countries. 

Senator  Ellender.  Xow.  is  the  amount  set  aside  from  this  money 
for  U.S.  uses  separate  and  apart  from  the  amount  set  aside  for  the 
exclusive  use  of  the  Department  of  Agriculture,  the  Department  of 
Stare,  and  other  agencies  ? 

Mr.  Myers.  This  varies  with  the  individual  agreement,  but  it  is 
part  of  the  same  general  pattern.  I would  like  to  ask.  with  your 
permission,  that  Mr.  O'Leary,  the  Assistant  Administrator,  who  is 
familiar  with  that  type  of  work,  explain  to  you  a little  further  the 
handling  of  foreign  currencies  in  agreements  concerning  India 
specifically. 

Senator  Ellender.  Very  well. 


WEAR  MARKED  FWD5  FOR  INDIA 

Mr.  O'Leary.  In  the  case  of  India.  Senator,  the  agreements  have 
been  exceedingly  large.  For  that  reason,  it  was  not  felt  that  there 
was  any  necessity  to  earmark  particular  amounts  in  advance  for 
these  separate  uses  of  U.S.  agencies.  A certain  total  amount  in 
each  agreement  was  reserved  for  U.S.  use. 

Senator  Ellender.  TTas  that  in  accord  with  the  Public  Law  where- 
in we  stared,  in  effect,  that  so  much  was  to  be  set  aside  for  the  use 
of  education,  scholarships,  the  State  Department,  the  Military? 

Mr.  O'Leary.  Yes.  sir. 

Senator  Ellender.  I mean,  are  these  funds  separate  and  apart 
from  that. 

Mr.  O'Leary.  Xo.  sir.  That  is  it : The  agreement  will  say  that 
X percent  will  be  made  available  as  a loan  to  the  Government  of 
India  and  Y percent  will  be  for  the  use  of  the  United  States  under 
subsections  (a),  (b),  (c).  (d).  (e).  (f).  et  cetera,  so  that  amount, 
under  the  agreement  with  the  Government  of  India,  is  available  for 
ah  of  tho=e  uses.  The  agencies,  as  they  ffud  n^d  for  the  funds,  justify 
their  programs,  present  their  requests  for  allocation  and  apnortion- 
ment  to  the  Bureau  of  the  Budget.  The  request  for  these  funds  to 
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finance  this  fair  has  been  agreed  to  by  the  Bureau  of  the  Budget  as 
not  infringing  on  the  needs  of  the  various  other  uses. 

Senator  Ellendee.  Well,  what  amount  of  funds  do  you  have  there 
that  you  could  use  for  almost  any  purpose  you  desire?  If  you  use 
some  for  fairs,  would  it  be  possible  for  you  to  use  any  other  money 
for  other  programs  that  you  might  desire  ? 

Mr.  O' Leaky.  We  could  use  it  for  any  approved  use  under  section 
104  of  the  act. 

Senator  Ellendee.  You  say  the  amounts  in  India  are  quite  large, 
and  I-  am  inclined  to  agree  with  vou.  Now.  I wonder  if  vou  would 

C-  %i  7 to 

put  in  the  record  a statement  of  the  amount  ? 

Mr.  O'Leaey.  I would  be  glad  to. 

Senator  Ellendee.  Then  we  can  make  sure  of  how  much  is  assigned, 
pursuant  to  the  law.  to  each  Department,  and  then,  aside  from  that, 
how  much  there  is  over  and  above  that  that  can  be  assigned. 

Mr.  O'Leaey.  Yes,  sir. 

Mr.  Myees.  We  shall  do  that. 

(The  information  referred  to  follows :) 


Public  Law  480  sales  agreements  in  India  summarized  by  use 


Agreement  No. 

Number  of 
agreements 

Dollar  value 
of  commodi- 
ties under 
agreements  ! 

Amount 
allocated 
(U.S.  dollar 
equivalent  at 
deposit  rate) 

Deposits 
(U.S.  dollar 
equivalent  at 
deposit  rate) 

104(a).  Agriculture..  

3 

i $L  456;  073 
(*) 

i 5,  980, 009 

89.  8T0,  OOO 
73.  900.  000 
95, 163.  913 

3S3  3TO.  000 
t 1.  3T0,  COD 
* L 100,  GOO 
5.  200.  GO) 

(*) 

; 

: 

(*) 

P) 

$L  455,  982 

104rb\  Geneial  Services  administration 

104  (d\  International  Cooperation  Administra- 
tion  

5,  982. 145 

104(e).  International  Cooperation  Administra- 
tion  

1041?),  Export  Import 

73. 900, 000 
4L  205.  425 

383.  800.  COO 
1. 797,  598 

104(0 . Treasurv  sales..  

104(g),  International  Cooperation  Administra- 
tion  

104(h).  State 

lot  : , F.s  Information  Agencv 

104 (j),  U.S.  Information  Agencv 



104 (Vi  _ 

Kuril  ... 



104fm! 

104  (n) 

10t(nl 

Total 

3 

658,  200, 000 

5CS.  141. 150 

399.  557. 155 

1 Eac"  Public  Law  430  agreement  specifies  the  approximate  total  dollar  am  omit  of  commodities  to  be 
sbbpped  under  the  terrr.s  of  the  agreement  Each  agreement  may  also  specify  the  programs  m terms  of 
subsec.  (a)  through  'o'  of  sec.  104  of  Public  Law  48)  for  which  funds  may  he  used  by  the  United  States. 
In  order  to  provide  flexibility  in  the  use  of  funds,  however,  many  agreements  provide  that  a specified  amount 
of  foreign  currency  proceeds  may  be  distributed  with  the  exception  of  subsection  g loans  at  the  discretion 
of  the  United  States.  Balance'  not  distributed.  such  as  programs  authorised  but  for  which  no  specific 
plans  have  been  developed,  a e included  under  subsec.  T for  sale  to  dollar  appropriations.  The  distribu- 
tion shown  here  is,  therefore,  subject  to  revision  when  allocations  have  teen  completed. 

1 Indicates  programs  which  are  authorised  by  agreement,  but  for  which  no  specific  plans  have  been,  de- 
veloped. 

Source:  U.S.  Treasury  statement  for  the  quarter  ended  December  31.  1958. 


USE  OF  FUNDS  FOE  FAXES 

Senator  Bussell.  Is  this  the  first  time  that  your  funds  have  been 
used  for  a fair  ? 

Mr.  Myees.  This  is  the  first  request  for  an  agricultural  and  horti- 
cultural fair  under  the  104(m)  section.  Under  104 (’a).  we  have  used 
funds  on  numerous  occasions  for  market  development  trade  fair  type 
of  things. 
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Senator  Russell.  Yes,  I was  under  the  impression  you  already 
had  the  authority  to  go  ahead  with  these  fairs,  to  develop  foreign 
trade? 

Mr.  Myers.  For  trade  purposes ; yes,  sir. 

Senator  Russell.  Under  104,  you  have  a number  of  purposes  on 
which  you  can  utilize  these  foreign  currencies. 

Mr.  Myers.  The  act,  as  amended  last  summer,  provided  the  new 
category  for  the  agricultural  and  horticultural  fairs,  intended  to 
cover  those  which  were  not  primarily  trade  fairs,  and  these  would 
come  within  that  definition. 

Senator  Russell.  That  was  an  authorization  of  the  Congress  to 
make  funds  specifically  available  under  that  authorization  ? 

Mr.  Myers.  Under  104 (m). 

FUND  AVAILABILITY 

Senator  Russell.  And  you  are  asking  for  $1,275,000  for  the  two 
fairs  ? 

Mr.  Myers.  Yes,  sir. 

Senator  Russell.  Why  is  it  necessary  to  have  these  funds  without 
fiscal  year  limitation  ? How  long  is  the  fair  going  to  run  ? 

Mr.  Myers.  The  New  Delhi  Fair  will  run  from  December  1959  to 
February  1960.  There  are  always  some  expenses  to  clean  up  and 
finish  afterwards. 

The  Rotterdam  exhibit  is  for  the  summer  of  1960,  but  it  involves 
planting  and  developing  grounds  for  the  exhibits  during  1959 
through  1960. 

OTHER  CONTRACTURAL  SERVICES 

Senator  Russell.  I notice  that  the  largest  item  of  expenditure  is 
“Other  contractual  services.”  Can  you  give  us  some  general  idea  as 
to  what  would  be  included  there?  You  have  the  items  of  travel, 
transportation  of  things,  communication  services,  rents,  and  utilities 
services,  and  then  the  item  of  “Other  contractual  services,”  which 
you  estimate  at  $810,000.  Is  that  for  new  buildings  ? 

Mr.  Myers.  I would  like  to  ask  Mr.  O’Leary  to  give  the  details  of 
that. 

Mr.  O’Leary.  I would  prefer  for  Walter  Shafer  to  answer  that 
question. 

Senator  Russell.  All  right. 

Mr.  Myers.  Mr.  Shafer’s  part  of  the  Department  of  Commerce 
will  actually  manage  the  New  Delhi  exhibit. 

Mr.  Shafer.  Those  funds  marked  for  “Other  purposes”  as  you 
mentioned,  Senator,  do  cover  the  ground  rental,  they  cover  utilities, 
they  cover  a building 

Senator  Russell.  Look  at  your  slip  again  where  they  have  a 
specific  item  there  for  “Rents  and  utility  services”  in  the  amount  of 
$145,000.  Then  you  have  “Other  contractual  services.”  That  is  what 
I am  asking  about,  “Other  contractual  services.” 

Mr.  Shafer.  I am  sorry — I did  not  have  this  paper  in  front  of  me. 

That  is  such  items  as  the  exhibit  building,  publicity,  and  the 
brochure  to  be  given  to  the  Indians  attending  the  fair.  I understand 
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we  expect  to  give  away  about  1 million  brochures.  That  is  also  for 
items  like  the  technicians,  transportation  of  technicians,  and  so  forth, 
that  go  over  there,  the  technicians  we  have  to  hire. 

Senator  Russell.  What  is  your  travel  item  for  ? 

Mr.  Shafer.  The  travel  is  separate,  I am  sorry,  I mean  the  tech- 
nicians— their  per  diem  and  things  of  that  nature.  The  other  thing 
is  the  employment  of  guards  and  many  local  Indians  that  you  would 
need  in  running  a show  of  this  size.  It  includes  numerous  things. 
We  have  it  all  itemized  on  a tentative  budget  we  have  for  particulars, 
but  in  here,  it  was  put  in  as  all  of  those  things  spent  at  the  fair,  to 
operate  it. 

Senator  Russell.  I wonder  if  you  can  supply  for  this  record  the 
breakdown  to  which  vou  referred  ? 

Mr.  Shafer.  We  can  supply  it. 

(The  information  referred  to  appears  on  p.  136.) 

Senator  Russell.  I do  not  like  to  split  hairs  about  these  foreign 
currencies.  I am  ready  to  spend  them  in  most  any  way  that  will  re- 
sult in  some  benefits.  However,  I want  some  idea  about  what  this 
$810,000  for  “Other  contractual  services"  involves. 

Mr.  Shafer.  We  will  give  you  the  detailed  breakdown,  sir.  That 
will  be  supplied. 

(The  material  referred  to  appears  on  p.  137.) 

PERSONNEL  TO  HANDLE  EXHIBIT 

Senator  Young.  I know  we  have  for  the  Commerce  Department 
390,000,  U.S.  dollars,  and  for  the  Atomic  Energy  Commission,  over 
$300,000,  and  how  many  people  do  you  expect  to  send  over  there  ? 

Mr.  Shafer.  Well,  the  actual  American  people  that  we  will  send 
over  there  from  our  organization  from  the  Office  of  International 
Trade  Fairs,  will  be  a manager  and  there  will  be  a deputy  manager, 
and  then  we  will  have  perhaps  three  or  four  technicians. 

On  the  other  hand,  Agriculture  will  have  quite  a few  people  be- 
cause they  are  going  to  have  a terrific  exhibit  in  agricultural  products 
on  which  they  will  need  experts  in  each  section. 

I think  that  is  the  only  answer  I can  give  to  that,  unless  Mr. 
O'Eeary  wants  to  expand  on  the  Agriculture  side. 

Mr.  O'Leary.  I would  say  that  to  man  the  exhibit  we  will  prob- 
ably require  30  people  from  the  States. 

Senator  Young.  Will  you  put  in  the  record  the  estimates  of  the 
number  of  people,  number  of  Americans  whom  you  are  going  to  send 
over  there,  the  salaries  you  are  going  to  pay  them,  and  any  other 
pertinent  information? 

Mr.  O'Leary.  Yes,  sir.  This  is  not  all  Agriculture  people,  but 
people  from  the  land-grant  colleges  and  people  from  industry. 

Senator  Young.  How  many  does  that  total,  a hundred  or  more? 

Mr.  O’Leary.  No,  sir;  about  30,  sir,  including  people  from  the 
Department  and  people  from  the  colleges  and  from  industry,  to  man 
the  different  parts  of  the  exhibit. 

Senator  Young.  All  right : thank  you. 

Senator  Russell.  In  giving  us  a breakdown  of  these  funds,  I 
would  like  to  have  it  broken  down  by  fairs,  as  well  as  by  items,  so 
that  we  know  what  you  are  spending  in  Yew  Delhi  and  at  Rotterdam. 

Mr.  Myers.  Yes. 
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(The  information  referred  to  follows:) 

Estimated,  total  cost — Rotterdam  and  New  Delhi  fairs 


Fund  source 

Rotterdam 

New  Delhi 

Foreign  currencies: 

Public  Law  480,  sec.  104(m) 

$150, 000 

$1. 125. 000 
100.000 

387.000 

300.000 

Public  Law  480,  sec.  104(a) 

( For  funding  special  commodity  marketing  promotion  exhibits.) 

U.S.  dollars: 

Department  of  Commerce 

Atomic  Energy  Commission 

American  Horticultural  Council 

400.000 

Total  exhibit  costs 

550.000 

1.  912, 000 

Summary  101+{m)  foreign  currency  requirements , Rotterdam  and  New  Delhi  fairs 


Rotterdam 

New  Delhi 

Total 

02  Travel  

$60,000 
18. 000 

3.000 
22. 000 
40.000 

7.000 

$110. 000 
84,000 

$170. 000 
102. 000 
3.000 

145. 000 

810. 000 
45.000 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utilities  

123.000 

770. 000 
38,000 

07  Other  contractual  services... 

08  Supplies  and  materials 

Total 

150.000 

1, 125, 000 

1,  275, 000 
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Budget  estimate , by  fund,  New  Delhi  Fair , Dec.  11,  1959,  to  Feb.  11,  1960 


Dollar  equivalent 

U.S. 

dollars 

Total 

104  (m) 

104(a) 

02  Travel: 1 

(a)  30  specialists. . 

60,000 

26.000 

24.000 

2,000 

8.000 

8,000 

12,000 

4,000 

4,000 

(6)  13  industry  representatives.  

(c)  12  fair  management  representatives 

Total.  

03  Transportation  of  things  (over  and  return): 

(a)  Export  packing  (freight  handling  and 
tainted  mats)  _ . _ _ _ _ 

110,000 

18.000 

20,000 

148,000 

10.000 

4.000 

10.000 

60.000 

4,000 

12.000 

6.000 

12.000 

87.000 

(6)  Insurance 

(c)  Inland  freight 

(d)  Ocean  freight.  

Total.  

84.000 

4,000 

117,000 

205.000 

04  Communication  services 

6,000 

6,000 

05  Rents  and  utilities: 

(a)  Rental  100,000  square  feet  

85.000 

10.000 
28.000 

3.000 
12.000 

2.000 

(6)  Equipment  rental— 

22.000 

(c)  Utilities 

Total 

• 

123.000 

17,000 

22,000 

162.000 

07  Other  contractual  services: 

(a)  Design  fees  and  script  preparation . 

(b)  Pavilion  construction  procurement  and 

maintenance  includine  facilities.  

(c)  Exhibit  installation  and  dismantling.  

(d)  Local  operating  personnel 

35.000 

250.000 

265.000 

100.000 

45.000 

75. 000 

3.000 

35.000 

15.000 

2.000 

90.000 

135,000 

25.000 

(f)  Special  exhibit — model  farm 

30,000 

7,000 

If)  Brochures,  photo  coverage,  extension  of 
information  

Total 

08  Supplies  and  materials: 

(a)  Uniforms,  utensils  special  equipment 

(b)  Miscellaneous  supplies  and  services 

2 770, 000 

55, 000 

287.000 

1.112,000 

20,000 

18,000 

4.000 

2.000 

Total 

38.000 

6,000 

44,000 

A EC  direct  cost  (not  vet  distributed) 

185,000 

50,000 

185.000 

50.000 

Management  staff  and  related  expenses 

Total 

1,125,000 

100,000 

687,000 

1, 912, 000 

i Of  the  estimated  total  of  55  participants  attending  the  fair,  it  is  expected  that  42  will  he  drawn  from 
industry  and  the  land-grant  coheres  with  salaries  paid  by  their  employers.  The  levels  of  these  salaries 
are  not  known. 

* The  $810,000  total  of  I04(m)  funds  designated  for  “other  contractual  services”  mav  be  obtained  by 
adding  the  $40,000  shown  p.  138  for  the  Rotterdam  Fair  to  the  $770,000  shown  here  for  the  New  Delhi 
Fair. 

It  is  expected  that  the  other  13  (5  specialists  and  8 fair  management  representatives)  will  be  drawn  from 
Government  at  the  following  salary  levels: 


Agency 

Number  and  grade 
level 

Annual 
salary  rate 

Commerce 

1 GS-17 

$16.  000 

13.000 
8.330 

14  000 

12.000 
7,  500 

11.000 

7,000 

Agriculture 

1 GS-15 

1 GS-12 

1 GS-15.  

Atomic  Energv 

5 GS-14 

2 GS-11 

1 GS-14 

1 GS-11 
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10/ m)  Foreign  currency  budget  estimate,  Rotterdam  fair,  April-September,  1960 


• 

. Dollar 
equivalent 

02  Travel:  ' 

(n)  10 specialists ...  . _ 

30. 000 
15.  000 

15. 000 

(51  5 Industry  representatives 

(c)  5 fair  management  representatives ...  . .... 

03  Transportation  of  things: 

(ol  Export  packing.  . . ...  

60. 000 

2, 000 
2,000 
1000 
10.  000 

(51  Insurance. ...  . . 

(cl  Inland  freieht . ... . . 

(d)  Ocean  freight ....  . ...  . 

04  Communication  services ------  ..  ... 

18,  000 
3,  000 

05  Rents  and  utilities: 

(rr)  Rental  30,000  square  feet  ..  .....  ... 

17, 000 
2.  000 
3,  000 

(5)  Equipment  rental..  . ....  ...  _ . .... 

(c)  Utilities  . ._  . . 

07  Other  contractual  services: 

(a)  Dosien  fee ....  .. 

22.  000 

8,000 
22.  000 
10.  000 

(51  Construction  and  maintenance  . . ..... 

(c)  Local  operating  personnel  .....  . . ..  ....  ..... 

08  Supplies  and  materials: 

(n  1 Movies  and  still  film . _ ....... 

40,  000 

4,  000 
3,  000 

(5)  Miscellaneous  supulies  and  services ... ._ 

Total . . .. 

7.  000 

2 150.  000 

> Of  the  estimated  total  of  20  participants  attendine  the  fair,  it  is  expected  that  17  will  be  drawn  from 
industry  with  salaries  paid  by  their  employers.  The  levels  of  these  salaries  are  not  known.  It  is  expected 
that  the  other  3 will  be  drawn  from  Government  at  the  following  annual  salary  level:  3 GS-14,  $12,000. 

- A merican  Horticultural  Council  will  provide  in  addition  $400,000  for  non-Federal  personnel,  services  and 
miscellaneous  expenses  making  a total  of  $550,000. 

AUTHORITY  FOR  TRADE  FAIR  EXPENDITURES 

Senator  Hruska.  Mr.  Chairman,  may  I inquire  of  the  witness  as 
follows : 

Previously,  under  104  ( a) , you  have  not  come  to  Congress  for  author- 
ization for  use  of  the  funds  for  trade  fairs ; is  that  correct  ? 

Mr.  Myers.  That  is  correct. 

Senator  Hruska.  Are  you  required  under  the  law,  as  it  has  been 
amended  since  last  summer,  to  do  so  ? 

Mr.  Myers.  Not  for  trade  fairs. 

Senator  Hruska.  Not  for  trade  fairs  under  104(a),  but  it  is  only 
under  104  (m)  ; is  that  right  ? 

Mr.  Myers.  Yes. 

Senator  Hruska.  I have  no  further  questions.  Thank  you,  Mr. 
Chairman. 
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DEPARTMENT  OF  THE  ARMY 


Construction  of  Power  Systems,  Ryukyu  Islands 

STATEMENT  OF  MAJ.  GEN.  TRATJB,  BUDGET  OFFICER,  DEPARTMENT 
OF  THE  ARMY,  ACCOMPANIED  BY  HENRY  WOHL,  DEPARTMENT 
OF  THE  ARMY  STAFF 

House  Action 


Chairman  Hayden.  The  next  item  this  morning  is  the  appropria- 
tion request  of  $10  million  for  construction  of  power  systems,  Ryukyu 
Islands,  which  was  denied  entirely  by  the  House.  The  House  com- 
mittee stated  in  its  report  as  follows : 

The  committee  has  denied  the  request  of  810  million  to  construct  additional 
electric  power  generating  facilities  in  the  Ryukyu  Islands.  Funds  were  requested 
for  the  same  purpose  in  the  last  session  of  Congress  and  denied.  An  investi- 
gation has  been  underway  to  determine  the  need  for  the  facilities  and  action 
can  be  deferred  until  the  1960  budget  estimates  are  considered. 


I will  insert  in  the  record  at  this  point  a report  filed  with  the  com- 
mittee last  February,  the  justifications  and  the  reclama  furnished  by 
the  Department  of  the  Army. 

(The  material  referred  to  follows :) 


Department  of  the  Army, 

Office  of  the  Assistant  Secretary, 

Washington,  D.C.,  February  13,  1959. 

Hon.  Care  Hayden, 

Chair77\an,  Committee  on  App7'opriatio7is, 

U.S.  Senate. 


Dear  Senator  Hayden  : In  the  Senate  hearings  on  the  fiscal  year  1959  De- 
partment of  the  Army  appropriations  request  for  the  “Construction  of  utility 
systems.  Ryukyu  Islands,"  the  committee  members  raised  a number  of  questions 
concerning  the  existing  power  system  in  the  islands.  These  questions  were 
formally  posed  in  the  Senate  Committee  on  Appropriations  Report  Ao.  2o-.0 
(published  August  13,  1958,  Calendar  No.  2410)  : and  the  Army  was  directed 
therein  “*  * * to  make  a thorough  study  of  this  operation  and  report  its  recom- 
mendations to  the  committee  * * 

In  compliance  with  the  Senate  directive,  the  Department  of  the  Army  has 
prepared  a report  on  the  electric  power  system  in  the  Ryukyu  Islands.  This 
report,  attached  hereto,  is  self-explanatory. 

In  presenting  this  report,  we  in  the  Department  of  the  Army  express  the 
hope  that  it  will  answer  satisfactorily  the  specific  questions  posed  in  the  Senate 
hearings  and  your  committee  report.  TTe  trust,  too,  that  it  will  he  noted,  from 
the  factual  recitation  which  furnishes  the  background  for  our  answers,  that 
there  is  no  conventional  yardstick  which  can  be  employed  to  measure  any 
particular  facet  of  the  electric  power  system  in  the  Ryukyu  Islands.  Its 
origin  and  growth,  its  present  method  of  operation,  and  planning  for  its  pro- 
posed expansion — all  have  been  custom  tailored,  so  to  speak,  to  meet  l he 
exigencies  of  a situation  which  has  no  parallel  anywhere.  It  is  hoped  that  within 
this  perspective  the  enclosed  report  will  be  reviewed. 

Sincerely  yours, 


George  H.  Roderick, 
Assistant  Secretary  of  the  Artny  ( FM ) . 
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A Report  on  the  Electric  Power  System  in  the  Ryukyu  Islands 

Prepared  for  the  Committee  on  Appropriations,  U.S.  Senate,  by  Department  of 

the  Army,  Office  of  Civil  Affairs  and  Military  Government,  January  31,  1959 

SECTION  I — ORIGIN  AND  PURPOSE  OF  REPORT 

1.  In  its  consideration  of  the  fiscal  year  1959  appropriation  request  for  the 
construction  of  utility  systems  for  the  Ryukyu  Islands,  the  Congress  eliminated 
the  provisions  for  the  constuction  of  certain  additions  to  the  existing  electric 
power  system.  In  so  doing,  the  Senate  Committee  on  Appropriations,  in  Re- 
port No.  2350  (Published  August  13,  1958,  Calendar  No.  2410)  had  this  to  say: 

“Several  questions  were  raised  in  the  committee  with  regard  to  the  method  of 
handling  the  existing  utility  system  in  the  islands.  Concern  was  expressed 
that  following  construction  of  the  proposed  powerplant  it  is  planned  to  turn  it 
over  for  all  practical  purposes  to  the  Ryukyuan  Government.  The  question  arises 
as  to  why  some  way  cannot  be  found  by  which  revenues  could  be  raised  to  assist 
the  local  government  rather  than  to  depend  upon  revenues  from  a U.S.  con- 
structed powerplant.  The  committee  will  expect  the  Department  of  the  Army 
to  make  a thorough  study  of  this  operation  and  report  its  recommendations  to 
the  committee  next  January.” 

2.  This  report,  therefore,  has  its  origin  in  the  expectation  of  the  Senate  com- 
mittee as  cited  above.  Its  end  purpose  is  to  answer  the  several  questions  raised 
concerning  the  establishment  and  operation  of  the  electric  power  system  in  the 
Ryukyu  Islands  and  to  set  forth  the  Department  of  the  Army  recommendations 
in  connection  therewith. 

SECTION  II THE  FIRST  QUESTION  ; THE  METHOD  OF  HANDLING  THE  EXISTING 

UTILITY  SYSTEM  IN  THE  ISLANDS 

1.  In  answering  this  question,  it  is  believed  necessary  first  to  describe  fully 
the  existing  electric  power  system  and  to  state  the  various  factors  which  have 
influenced  its  development. 

2.  Growth  of  the  power  system. — Among  other  resources  lacking  in  the  Ryu- 
kyus  is  a potential  for  hydroelectric  power.  Moreover,  there  is  neither  indigenous 
petroleum  nor  coal  for  steam  powerplant  operation.  Consequently,  the  post- 
war powTer  system  in  the  Ryukyus  had  its  origin  in  the  employment  of  military 
diesel  units  using  imported  fuel.  Later  through  appropriations  for  “Govern- 
ment and  relief  in  occupied  areas”  (GARIOA),  an  oil-fueled  steam  plant  was 
built  at  Machinato  and,  in  combination  with  the  military  units,  an  integrated 
system  was  developed.  This  integrated  power  system  consists,  at  present,  of 
these  principal  facilities : 

(a)  The  Machinato  steam  powerplant  which  has  four  generators  with  a 
combined  capacity  of  46,000  kilowatts.  As  noted  above,  this  facility  was 
constructed  with  GARIOA  funds,  and  ownership  has  been  transferred  to  the 
Ryukyu  Electric  Power  Corporation  (REPC),  a corporation  chartered  and  whol- 
ly owned  by  the  U.S.  civil  administration  of  the  Ryukyu  Islands  (USCAR). 

(5)  The  electric  transmission  system  consisting  of  four  transformer  sta- 
tions and  power  transmission  lines  totaling  approximately  50  miles.  This  sys- 
tem was  also  constructed  with  GARIOA  funds  and  transferred  to  the  REPC. 

(c)  The  power  barge  Impedance,  consisting  of  one  generator  with  a capacity 
of  30,000  kilowatts  which  is  and  will  remain  the  property  of  the  U.S.  Army. 

(d)  The  power  barge  Jacona,  Navy  property,  which  has  two  generators  with 
a total  capacity  of  20,000  kilowatts.  This  facility  is  not  dependable,  is  exces- 
sively expensive  to  operate  and  is  used  for  emergency  purposes  only. 

(e)  Diesel  generating  units  which,  like  the  Impedance,  are  Army  property; 
but  like  the  Jacona  they  are  not  dependable,  are  costly  to  operate,  and  used  only 
for  emergencies. 

(/)  Substation  and  power  distribution  facilities  owned,  operated,  and  main- 
tained by  five  privately  owned  power  distribution  companies  franchised  by 
the  GRI. 

3.  From  the  above  it  is  seen  that  the  power  generating,  transmitting,  and 
distributing  facilities  have  three  separate  ownerships — the  U.S.  military  forces, 
the  REPC,  and  the  privately  owned  power  retailers. 

4.  Operation  of  the  power  system. — The  power  generating  and  transmitting 
system  is  managed  by  the  Army  and  operated  through  a cost-plus-fixed-fee  con- 
tract with  the  Gilbert  Pacific  Co.  Under  this  operation,  virtually  all  power  used 
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in  the  island  of  Okinawa,  by  both  the  military  and  civilians  is  manufactured  by 
the  contractor  and  transmitted  to  (1)  military  forces  consumers,  and  (2)  com- 
mercial substations,  whence  it  is  distributed  to  Ryukyuan  consumers  by  the  five 
commercial  retailers.  It  will  be  noted  that  despite  the  diverse  ownerships  of  the 
power  facilities,  the  operation  of  the  system  is  integrated,  with  the  REPO 
as  the  focal  operating  entity,  as  will  be  discussed  in  paragraph  5 following.  This 
integrated  operation  is  considered  to  be  essential  from  the  standpoints  of  both 
economy  and  efficiency,  in  view  of  the  comparatively  small  scale  of  the  opera- 
tion involved,  and  the  containment  of  that  operation  upon  the  single  island  of 
Okinawa.  > 

5.  Another  consideration  involved  in  the  operation  of  the  power  system  is  the 
fact  that  total  power  output  is  currently  consumed  73  percent  by  the  U.S.  military 
forces  and  27  percent  by  the  local  economy.  Percentages  of  demand  for  the 
separate  groups  of  users  in  calendar  year  1958  are  the  following : 

Percent 


Army 

Air  Force 

Marines 

Navy 

Local  economy 


34 

33 

4 

2 

27 


Total 100 

6.  Financing  of  the  power  system  operation. — Financing  of  the  power  system 
operation  is  accomplished  as  follows  : 

( a ) The  Army,  as  manager  of  the  integrated  power  system,  pays  initially  from 
operation  and  maintenance  funds  all  costs  incurred  in  the  operation.  These  costs 
are  principally  the  following  : 

(1)  Cost  of  fuel  oil. 

(2)  Contractor’s  direct  labor  and  material  costs. 

(3)  Contractor’s  fixed  fee  and  home  office  expense. 

(4)  Rental  paid  to  REPC  for  lease  of  the  Machinato  steamplant  and 
transmisison  lines. 

(h)  The  Air  Force,  Navy,  and  Marines  reimburse  the  Army  at  cost  for  all 
power  furnished  them.  Similarly  the  REPC  reimburses  the  Army  at  cost  for  all 
power  furnished  the  Ryukyuan  economy.  Thus  the  Army,  after  completion  of 
reimbursement,  pays  only  for  that  portion  of  electric  power  which  it  has 
consumed. 

(c)  In  order  to  reimburse  the  Army  for  the  power  consumed  by  the  local 
economy,  the  REPC  collects  from  the  five  power  retailing  (distributing)  com- 
panies, who  in  turn  have  collected  from  the  power  consumers.  In  connection 
with  the  latter,  it  should  be  noted  that  the  power  retailers  bill  the  consumers  at 
rates  which  permit  an  equitable  profit.  These  rates  are  subject  to  regulation  by 
USCAR  and  the  GRI. 

7.  The  position  of  the  Ryukyu  Electric  Power  Corporation  in  the  power  system 
operation. — The  position  of  the  REPC  in  the  operation  of  the  power  system  is 
summarized  as  follows : 

(a)  The  REPC  is  a USCAR  wholly  owned  instrumentality  created  to  hold 
and  administer  the  power  generating  facilities  constructed  with  United  States 
GARIOA  appropriattions  in  Okinawa. 

( h)  Under  its  charter,  the  REPC  is  empowered,  inter  alia,  “*  * * to  produce, 
to  purchase,  and  to  distribute  and  sell,  electrical  energy  to  public  and  private 
consumers  * * While  the  entire  production  phase  and  the  distribution  to 
tbe  military  consumers  is  accomplished  by  the  Army,  through  its  contractor, 
the  sale  and  distribution  to  public  and  private  consumers  is  accomplished  by 
the  REPC. 

(c)  The  revenues  received  by  the  REPC  are  these : 

(1)  The  rentals  received  from  the  Army  for  the  lease  of  its  owned 
facilities,  namely  the  Macinato  generating  plant  and  the  power  transmission 
lines. 

(2)  Any  differential  between  actual  costs  of  power  paid  to  the  Army  and 
payments  for  the  same  power  as  received  from  the  five  local  distributing 
companies. 

( 3 ) Interest  on  deposits  of  retained  income. 

(rZ)  1 he  earnings  of  the  REPC  currently  are  being  held  for  reinvestment  in 
plant  expansion.  At  the  present  time,  a large  portion  of  its  cash  balances  and 
its  revenue  through  1962,  totaling  $3.5  million,  are  earmarked  to  support  an 
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expansion  program  proposed  to  be  financed,  in  part,  through  a supplemental 
fiscal  year  1959  power  systems  appropriation. 

(e)  While  the  REPO  under  its  charter  may  borrow  funds,  it  is  considered 
that,  for  the  reasons  enumerated  in  the  following  paragraph  as  a deterrent  to 
private  capital  operation,  availability  of  borrowed  capital  is,  as  a practical 
matter,  nonexistent.  Moreover,  the  need  to  use  existing  and  expected  revenues 
for  direct  investment  in  plant  expansion  precludes  the  possibility  of  borrowing 
against  such  revenues.  It  is  further  noted  that  exploratory  efforts  to  secure 
credits  from  such  economic  developmental  agencies  as  the  Export-Import  Bank, 
the  World  Bank,  the  International  Monetary  Fund,  and  the  ICA/Development 
Loan  Fund  have  been  unproductive.  The  Export-Import  Bank,  for  instance, 
when  queried  as  to  the  availability  of  capital  for  Ryukyu  developmental  projects, 
answered  to  the  effect  that  the  Ryukyus  could  not  qualify  because  they  are  an 
area  under  U.S.  administration ; and  that  it  would  be  inappropriate  for  the  Bank 
to  extend  its  financing  to  another  Government  agency.  The  other  agencies 
mentioned  expressed  similar  views. 

8.  Possible  alternate  methods. — There  are  a number  of  alternatives  to  the 
present  method  of  operating  the  electric  power  system  which  come  immediately 
to  mind  in  considering  this  subject.  The  principal  one  is  whole  or  partial  opera- 
tion by  private  enterprise.  Here  it  is  considered  that  these  factors  act  as  a 
positive  deterrent  to  a private  capital  integrated  operation  : 

( а)  The  present  admixture  of  ownerships  of  facilities. 

(б)  The  scarcity  of  venture  capital  in  the  Ryukyus,  which  precludes  acquisi- 
tion of  the  existing  facilities  as  well  as  the  needed  expansion  thereof. 

(c)  Overriding  military  necessity,  which  may  at  any  time  assert  priority 
rights  in  the  operation  of  facilities. 

9.  Another  alternative  is  operation  by  the  Ryukyuan  Government  either 
directly  or  through  a government  corporation.  In  this  alternative  the  first 
and  principal  obstacle  is  the  funding  required  to  expand  the  plant  to  meet 
growing  power  demands.  At  the  present  time  the  Government  of  the  Ryukyus 
does  not  realize  sufficient  revenues  to  meet  normal  governmental  operating 
costs.  Granting  the  possibility  of  raising  additional  revenues  through  heavier 
general  tax  levies,  it  is  considered  that  these  additional  revenues  would  not  be 
adequate  in  view  of  the  magnitude  of  funds  required. 

10.  Under  both  of  the  alternatives  mentioned  above  there  would  be  posed  the 
question  of  power  supply  for  the  U.S.  forces.  Here  it  is  obvious  that  power  to 
the  military  forces — approximately  75  percent  of  total  power  output — would  not 
be  supplied  at  cost,  but  would  be  furnished  at  rates  which  would  insure  a profit 
return  to  the  operator. 

11.  The  answer  to  the  question, — The  Army  considers  that  the  method  pres- 
ently employed  in  handling  the  existing  utility  system  in  the  islands  is  the  only 
method  which  is  both  practical  and  economical,  in  view  of  all  the  circumstances 
involved.  Alternate  methods,  such  as  whole  or  partial  operation  by  private 
enterprise  or  by  the  GRI  are  considered  infeasible  in  view  of  the  scarcity  of 
capital  required,  and  even  granting  feasibility,  would  result  in  higher  power 
costs  for  the  armed  services. 

SECTION  III.  THE  SECOND  QUESTION  ; THE  PLAN  TO  TURN  OVER  THE  PROPOSED 
POWERPLANT  TO  THE  RYUKYUAN  GOVERNMENT 

The  answer  to  the  question. — For  reasons  already  stated,  there  has  been  no 
consideration  given  to  turning  over  any  part  of  the  existing  or  proposed  power 
generating  facilities  to  the  Ryukyuan  Government.  It  is,  moreover,  difficult  to 
foresee  any  developments  which  would  favor  or  dictate  such  action  as  long 
as  the  strategic  importance  of  the  Ryukyu  Islands  to  the  security  of  the  free 
world  necessitates  their  continued  administration  by  the  United  States.  Cer- 
tainly the  Army  has  no  present  plan  or  intent  to  turn  them  over  to  the  GRI. 

SECTION  TV.  THE  THIRD  QUESTION  ; WHY  CANNOT  SOME  WAY  BE  FOUND  TO  ASSIST 

THE  LOCAL  GOVERNMENT*'  RATHER  THAN  TO  DEPEND  UPON  REVENUES  FROM  A U.S. 

CONSTRUCTED  POWERPLANT? 

1.  As  basic  background  of  the  specific  answer  to  this  question,  it  is  considered 
advisable  first  to  review  the  scope  of  Government  of  the  Ryukyu  Islands  (GRI) 
operations,  the  fund  requirements  which  these  operations  involve  and  the  fund 
availabilities  to  meet  these  requirements.  This  review  is  accomplished  in  the 
following  paragraphs. 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  195  9 143 


2.  GRI Scope  of  operations,  fund  requirements. — At  the  present  time  the 

Government  of  the  Ryukyus  is  engaged  in  a complete,  albeit  small-scale  govern- 
mental operation,  with  the  principal  exception  that  it  does  not  function  in  the 
fields  of  foreign  affairs  and  national  defense.  The  magnitude  of  its  current  fund 
requirements,  including  suport  given  to  lower  (local)  governing  units,  is  indi- 
cated in  the  following  tabulation,  representing  the  budget  expenditure  program 
for  fiscal  year  1958  : 


Education  

Health  and  welfare 

Economic  development — 
Public  works  and  services 

Public  safety 

General  government 


$6,  904,  482 
3,  351,  372 
3,  401,  662 
3,  843,  286 
1,391,402 
3,  756,  654 


Total 22,  648,  858 

3.  In  considering  the  GRI  expenditures  as  tabulated  above,  it  must  be  borne 
in  mind  that  they  include  approximately  $2  million  of  U.S.  assistance.  This 
inclusion  highlights  the  fact  that  the  resources  which  the  indigenous  economy 
can  make  available  hardly  meet  the  cost  of  normal  administrative  government 
operations.  They  have  not  been  available  in  the  past  in  any  significant  measure 
to  provide  for  those  most  urgently  needed  programs  which  are  designed,  in 
the  language  of  Executive  Order  10713.  “*  * * to  improve  the  welfare  and  well- 
being of  the  inhabitants  of  the  Ryukyu  Islands”  and  “*  * * to  promote  * * *” 
their  “*  * * economic  and  cultural  advancement.”  And  it  is  not  considered 
that  they  will  be  available  in  the  future  until  the  local  economy  has  developed 
to  the  point  where  it  will  generate  a national  income  significantly  larger  than 
that  which  is  generated  at  this  time. 

4.  Here,  then,  is  the  crux  of  the  problem  posed  in  the  U.S.  objectives  ; to  develop 
the  Ryukyuan  economy  to  the  point  where  it  will  of  itself  generate  resources 
capabie  of  accomplishing  the  objectives  set  forth  in  the  Executive  order,  the 
attainment  of  which  is  indispensable  to  the  maintenance  of  a secure  base  for 
military  operations. 

5.  GRI — Sources  of  support. — There  are  currently  three  sources  of  support  for 
the  Ryukyus:  (1)  GRI  revenue:  (2)  U.S.  appropriations  for  assistance  to  the 
Ryukyus;  and  (3)  revenue-producing  activities  of  USCAR,  made  possible  by  the 
sequestration  and  exploitation  of  assets  generated  in  the  main  by  U.S.  appropri- 
ations of  prior  years.  Each  of  these  sources  will  be  described  separately  in  the 
following  subparagraphs : 

(a)  GRI  revenues : 

(1)  As  noted  in  the  preceding  paragraph,  the  GRI  is  currently  engaged  in  an 
almost  complete  governmental  operation.  To  support  and  administer  this  opera- 
tion there  has  been  established  a governmental  financial  system  which  is,  except 
for  deficit  financing  prohibitions,  fairly  typical.  Revenues  derive  from  a tax 
program  balanced  between  direct  taxes  on  personal  and  corporate  income  and 
indirect  taxes  on  tobacco  products,  alcoholic  beverages,  imported  commodities 
and  the  like,  plus  miscellaneous  but  significant  nontax  revenues.  All  revenues 
are  placed  in  government  deposits  until  appropriated  by  the  legislature,  on  the 
basis  of  a budget  proposed  by  the  executive  branch.  In  addition  to  providing 
for  the  cost  of  normal  administrative  operations,  funds  are  appropriated  for 
land  purchase,  public  works  and  other  forms  of  capital  investment,  for  invest- 
ment in  subsidiary  financial  institutions,  for  grants-in-aid  to  municipalities,  local 
school  boards  and  the  University  of  the  Ryukyus,  and  for  subsidies  for  promo- 
tion and  encouragement  of  selected  industries,  for  emigration,  and  to  welfare 
organizations.  It  should  be  noted,  however,  that  GRI  appropriations  include 
applications  of  U.S.  grants-in-aid.  Under  current  policy,  the  GRI  is  not  per- 
mitted to  incur  deficits ; it  issues  no  bonds,  has  no  debt-retirement  problems,  and 
liabilities  against  its  general  account  are  restricted  to  current  unpaid  obligations. 

(2)  In  order  to  illustrate  the  scale  of  the  revenues  produced  by  the  GRI,  perti- 
nent tabulations  are  presented  in  the  following  subparagraphs.  These  schedules 
are  not  intended  to  represent  an  analysis  or  summary  of  GRI  finances ; they  are 
illustrative  only. 
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(A)  The  growth  in  government  tax  revenues  is  demonstrated  by  this 
tabulation  (figures  are  dollar  equivalents)  : 


Fiscal  year 

Direct  tax 

Indirect  tax 

Total 

1952 - 

$2.  560.  367 

$1, 957. 433 
5,122,442 
5,  614,  408 
5,  721,950 
7.  785.  225 

$4,  517,  800 

1953 - 

2.  118. 117 

7,  240.  559 
9,  204, 041 

1954 

3,  589.  633 

1955 

3,  987.  750 

9.  709.  700 

1956 

4.  538,  425 

12. 323,  650 

1957  

5,  370.  423 
5,  994,  050 

9, 060,  708 
9, 330, 100 

14,  431,131 

15,  324, 150 

1958  (estimate) 

(P>)  In  addition  to  tax  receipts,  other  nontax  revenues  (not  related 
to  U.S.  assistance)  have  been  received : i.e.,  postal  fees,  telephone  and 
telegraph  fees,  and  other  fees  and  charges.  In  fiscal  year  1958,  these  non- 
tax revenues  are  estimated  to  amount  to  approximately  $3  million. 

(C)  The  lower  and  local  governing  bodies,  i.e.,  cities,  towns,  and  villages, 
also  raise  revenues  by  levying  an  inhabitant  tax,  business  enterprise  tax, 
municipal  property  tax  and  a miscellaneous  tax  (on  boats,  bicycles,  carts, 
dogs,  etc.).  In  1958  the  sum  total  of  these  taxes  is  estimated  at  approxi- 
mately $3  million.  However,  the  tax  revenues  realized  provide  only  about 
57  percent  of  the  costs  of  these  governments  and  the  balance  of  43  percent 
is  made  up  by  contributions  from  the  central  government. 

(7))  U.S.  appropriations : 

(1)  As  of  July  1,  1946,  the  Army  assumed  responsibility  for  military  gov- 
ernment in  the  Ryukyus.  Concurrently,  the  Congress  established  an  appropria- 
tion entitled  “Government  and  relief  in  occupied  areas”  (GARIOA)  to  provide 
the  food,  supplies,  and  services  necessary  for  the  prevention  of  starvation, 
disease,  and  unrest  in  U.S.  occupied  countries  throughout  the  world.  The 
GARTOA  appropriation  was  made  annually  through  1957,  and  assistance  for 
the  Ryukyus  was  included  therein  each  year.  Beginning  in  1958  such  assistance 
was  provided  under  the  more  specific  title,  “Administration,  Ryukyu  Islands” 
(ARI),  which  includes  economic  aid,  administration  expenses  of  USCAR  and 
orientation  (exchange  of  persons)  program  funds.  Funds  for  expansion  of 
power  and  water  facilities  have  been  provided  under  the  titles  “Construction 
of  Power  Systems,  Ryukyu  Islands”  (fiscal  year  1958),  and  “Construction  of 
Water  System,  Ryukyu  Islands”  (fiscal  year  1959),  respectively.  The  latter 
are  no-year  appropriations. 

(2)  Under  all  of  the  above  appropriation  titles,  from  fiscal  year  1947  through 
fiscal  year  1959,  the  United  States  has  appropriated  approximately  $193  million 
for  the  Ryukyus.  Of  this  sum,  $166  million  have  been  devoted  to  economic 
aid  and  cash  assistance  to  the  CRT.  Another  824.5  million  have  been  expended 
on  U.S.  administrative  costs,  and  $2.2  million  have  been  spent  on  the  orientation 
program.  In  order  to  illustrate  the  scone  of  the  assistance  furnished  in  the 
category  of  direct  aid  to  the  economy  ($166  million),  the  following  breakdown 


is  offered : 

Amounts 

Item  : ( millions ) 

Foods,  grains $63.  6 

Seeds,  fertilizer 10.  6 

Petroleum  products 6.  8 

Industrial  and  construction  materials 6.  8 

Industrial  equinment  and  narts 3.3 

Construction  programs  (GARIOA)1 35.0 

Motor  vehicles  and  parts 2.  6 

Education  supplies  and  materials 2.9 

Miscellaneous  supplies,  services,  and  equipment 12.  5 

Transportation  costs 13.  5 

Technical  assistance  services 0.  7 

Cash  contributions  for  GRI  services  and  projects 5.  6 

Construction  of  power  systems  (fiscal  year  1958) 1.5 

Construction  of  water  systems  (fiscal  year  1959) 0.  6 


Total 166.  0 


1 Includes  construction  of  roads,  ports,  and  other  facilities  of  great  importance  to  U.S. 
forces. 
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(3)  Economic  aid  appropriations  by  years  were  as  follows  (amounts  are 


millions  of  dollars)  : 
Year : 

1947 

3948 

1949  

1950  


Amount 

$9. 3 

13. 9 

24. 9 
49. 6 


1951  36.5 

1952  12.  9 

1953  8.  9 

1954  1.  6 


Year — Continued 

1955  

1956  

1957  

1958  

1959  


Amount 
_ $1.  7 

_ 1. 7 

.9 

_ 2.4 

_ 1.7 


Total 166.0 


(c)  U.S.  civil  administration  of  the  Ryukyu  Islands  revenue  producing  activ- 
ities: Possession  and  control  of  certain  of  the  assets  purchased  by  or  generated 
by  U.S.  GARIOA  and  subsequent  appropriations  have  been  retained  by  USCAR 
and  deployed  into  revenue  producing  activities.  The  criteria  for  this  retention 
and  deployment  has  been,  in  the  main,  the  revenue  producing  potential  of  the 
asset,  the  inability  of  the  fledgling  GRI  to  utilize  the  assets  to  best  advantage, 
and.  where  assets  are  jointly  usable,  the  priority  requirements  of  the  U.S. 
military  forces.  These  assets  include  cash,  electric  power  generating  and  dis- 
tributing facilities,  bulk  petroleum  distribution  facilities,  warehouses  and  a 
refrigerating  plant,  domestic  housing  and  water  distribution  facilities.  For 
administrative  purposes,  these  assets  have  in  most  cases  been  capitalized  to  form 
USCAR  wholly  owned  corporations,  such  as  the  Ryukyu  Ele(  trie  Power  Cor])., 
the  Ryukyu  reconstruction  finance  fund,  the  Ryukyu  Domestic  Water  Corp.,  etc. 
Currently,  the  net  worth  value  of  such  assets  is  approximately  $40.35  million,  with 
an  annual  earning  capacity  of  approximately  $2.41  million  (6  percent).  These 
earnings  are  generally  reinvested,  in  accordance  with  U.S.  approved  programs, 
to  meet  the  growing  requirements  of  the  expanding  economy. 

6.  T'^e  answer  to  the  question : In  answer  to  the  question,  'then,  it  may  be 
stated  fairly  that : 

(a)  The  Department  of  Army  has  employed  all  available  means  to  realize 
revenues  to  assist  the  local  government.  Utmost  emphasis  has  been  placed  on 
the  self-help  principle,  in  imp’ementation  of  which  the  preponderant  portion  of 
GRI  expenditures  is  currently  being  borne  by  indigenous  revenues. 

(h)  As  a matter  of  policy,  adopted  in  fiscal  year  1957,  the  revenues  from  the 
U.S.  constructed  powerplant  are  not  used  to  assist  the  local  government,  although, 
in  the  past,  some  portion  of  the  REPC  revenues  were  so  used.  It  should  be  noted 
here  that  all  presently  unencumbered  funds  of  the  REPC  and  all  its  earnings 
through  fiscal  year  1962  are  now  earmarked  to  provide  approximately  $3.5  million 
to  supplement  the  $10  million  currently  being  asked  of  the  Congress  in  a fiscal 
year  1959  supplemental  appropriation  request  for  construction  of  power  facilities. 
It  is  anticipated  that  with  the  currently  approved  construction  program  of  the 
U.S.  military  forces,  and  with  the  continuing  resurgence  of  the  local  economy, 
there  will  be  continuing  growth  in  power  demands.  Therefore,  it  is  planned  that 
even  beyond  1962,  REPC  net  earnings  will  be  employed  for  facilities  expansion 
purposes. 

SECTION  V CONCLUSION 

In  a supplemental  fiscal  year  1959  budget  request  the  Army  will  ask  the 
Congress  for  additional  funds  to  help  finance  expansion  of  the  power  system 
in  the  Ryukyu  Islands.  Exploration  of  alternative  sources  of  funding,  includ- 
ing the  resources  of  the  Ryukyuan  people  and  their  government,  have  been  un- 
productive. Yet,  provision  of  the  requested  funds  will  mean  a long  step  for- 
ward in  the  development  of  the  Islands.  The  increased  power  to  be  provided  will 
enable  the  development  of  productive  enterprises,  without  which  there  can  be 
no  real  progress  toward  that  goal.  The  very  existence  of  an  increased  demand 
by  the  local  economy  indicates  that  the  Ryukyuans  are  already  well  on  the  road 
to  that  goal.  It  is  requested,  therefore,  that  the  supplemental  fiscal  year  1959 
request  for  power  systems,  Ryukyu  Islands,  be  favorably  considered. 


Justification  of  Supplemental  Estimates,  Fiscal  Year  1959,  Ryukyu  Islands 

“For  necessary  expenses  of  construction,  installation,  and  equipment  of  electric 
power  systems  in  the  Ryukyu  Islands,  which  shall  he  operated  hy  the  Ryukyu 
Electric  Power  Corporation,  an  instrumentality  of  the  United  States  Civil  Admin- 
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istration  of  the  Ryukyu  Islands;  services  as  authorized  by  section  15  of  the  Act 
of  August  2,  191/6  (5  U.S.C.  55a ) ; and  hire  of  passenger  motor  vehicles  and  air- 
craft: $10  million  to  remain  available  until  expended,  ivithout  regard  to  sections 
S55  and  57SJ/  of  the  Revised  Statutes,  as  amended,  and  title  10,  United  States 
Code , section  JpUiR 

Supplemental  estimate,  fiscal  year  1959,  $10  million. 

LANGUAGE  EXPLANATION 

To  provide  for  new  appropriation  item.  Funds  for  this  purpose  were  not 
granted  under  the  annual  fiscal  year  1959  appropriation. 

STATEMENT  RELATING  APPROPRIATION  ESTIMATE  TO  CURRENT  APPROPRIATION 

Date  srmplemental  is  needed:  For  obligation  April  1,  1959;  for  expenditure 
June  1, 1959. 

1958  appropriation  (including  supplemental) $1,513,000 

3959  budget  estimates  (including  amendments  and  supplemental 

submitted  to  Congress) 5,359,000 

3959  appropriation  in  annual  act 0 

1959  supplemental  request  for  fiscal  year  1959 10,  000,  000 

Total  new  obligational  authority  for  1959 10,  000,  000 

Additions : 

For  construction  of  powerplant,  with  two  20,000-kilowatt  units 
and  necessary  appurtenances  with  structure  for  four  20,000- 

kilowatt  units 10,  000,  000 

Total  supplemental  estimate  for  fiscal  year  1959 10,  000,  000 

Appropriated,  fiscal  year  1958 1,  513,  000 

Appropriated,  fiscal  year  1959 

Supplemental  request,  fiscal  year  1959 10,  000,  000 

A.  REQUIREMENTS  : POL-FUELED  STEAM  POWERPLANT 

(1)  Mooring  facilities $816,400 

(2)  POL  storage,  three  80,000-barrel  tanks,  pipes,  and  pumps 594,  200 

(3)  Communication  facilities,  plant  to  plant 163,300 

(4)  Utilities:  Water,  roads,  sewer,  electrical,  water  storage  tanks, 

fencing  163,  300 

(5)  Plant  consisting  of  two  20,000-kilowatt  units  with  structure  for 

four  units : 

{a)  Architectural  and  structure,  including  intake  and  dis- 
charge tunnel 1,  699,  490 

(6)  Steam  generators  (210,000  pounds  per  hour)  (2  each)_  1,  019,  400 

(c)  Draft  equipment 161,800 

(d)  Feed  water  equipment 258,800 

(e)  Fuel  oil  equipment 262,000 

(/)  Water  supply  aid  purification  system 45,  800 

(g)  Boiler  instruments  and  controls 252,400 

( h ) Boiler  and  turbine  plant  piping  and  insulation 269,800 

(i)  Turbine  generator  units,  20,000  kilowatts  (2  each) 3,172,000 

O')  Condensing  and  cooling  water  system 513,800 

(k)  General  plant  equipment 227,400 

(Z)  Electrical  including  substation  equipment 880,800 


Construction,  direct  cost 10,  500,  000 

(6)  Contingency  1,383,570 


Total  direct  cost 11,  884,  260 

(7)  Engineering  141,  080 

(8)  Architect-engineer  344,950 

(9)  Inspection  and  supervision 619,  730 

(10)  Overhead  509,980 


Total  proiect  cost  for  2 generating  units,  20,000  kilowatts 

each,  with  structure  for  4 units 13,  500,  000 
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Location. — The  proposed  plant  is  planned  for  location  in  central  Okinawa  near 
Kin  Beach.  It  has  a protected  inlet  for  ships,  free  of  heavy  seas,  and  provides 
sea  water  for  cooling  the  turbine  condensers.  There  are  no  airbases  in  proximity 
and  its  location  permits  utilization  of  nonarable  land. 


Summary  'financial  data 

Estimated  Federal  costs $10,  000,  000 

Estimated  non-Federal  costs 3,  500,  000 


Total  estimated  project  cost 13,  500,  000 

Appropriation  requested  for  fiscal  year  1959  supplemental 10,  000,  000 


B.  JUSTIFICATION 

It  is  necessary  to  achieve  a 40,000  kilowatt  increase  in  the  generating  capacity 
of  the  power  system  in  Okinawa  by  January  1962.  In  addition  to  the  basic  power 
generation,  modification  to  existing  electrical  systems,  new  mooring  facilities,  and 
adequate  fuel  storage  are  required.  It  is  planned  to  construct  a POL-fueled 
steamplant  with  two  generators  of  20,000  kilowatt  capacity.  Phased  construc- 
tion of  the  new  generating  capacity  will  make  available,  as  of  January  1962,  the 
chassis  for  4 units  (20,000  kilowatt  units  will  ultimately  be  installed),  the  ancil- 
lary facilities,  and  two  20,000  kilowatt  units.  It  is  requested  that  $10  million  of 
appropriated  funds  be  provided  for  this  purpose,  to  be  supplemented  bv  $3.5 
million  from  the  Ryukyu  Electric  Power  Corporation  during  fiscal  year  1959-62. 
The  $1,513,000  appropriated  in  fiscal  year  1958  provided  for  the  extension  of 
power  transmission  facilities  from  Kadena  to  the  vicinitv  of  the  Marine  Camp 
Schwab,  near  Henoko.  Necessary  lines,  transformers,  and  substations  were  pro- 
vided over  a distance  of  25.5  miles. 

At  the  present  time,  the  only  economical  and  reliable  generating  facilities  in 
the  Ryukyus  are  the  Machinato  steam  powerplant  located  near  Naha  and  the 
military  barge  Impedance.  The  Machinato.  plant  consists  of  four  generators  of 
11.500  kilowatt  capacity  each  and  the  Impedance  has  one  generator  of  30,000 
kilowatt  capacity.  The  firm  capacitv  of  these  facilities  is  calculated  at  34.500 
kilowatts.  (In  calculating  firm  capacity  in  the  Ryukyus,  the  capability  of  the  two 
largest  units  is  excluded  since  this  is  a uninuely  isolated  svstem,  both  operation- 
ally and  supplywise,  where  a breakdown  of  one  unit  is  verv  apt  to  occur  during 
scheduled  maintenance  on  other  unit.)  Against  this  firm  reliable  and  economical 
capacity  of  34,500  kilowatts,  a svstem  peak  U.S.  Forces  and  Rvnkvuan  demand 
of  63.376  kilowatts  was  reached  on  January  17,  1959.  Within  the  time  reouired 
to  construct  additional  generating  facilities,  it  is  estimated  that  demand  will 
increase  to  96.870  kilowatts  by  thp  beginning  of  1962,  with  an  annual  increase 
thereafter  somewhat  in  excess  of  3%  percent.  Thus,  by  1962,  estimated  demand 
will  be  almost  three  times  as  great  as  existing  firm  economical  and  reliable 
generating  capacity. 

There  is,  at  present,  available  to  supplement  the  Machinato  plant  and  the 
Impedance,  16,150  kilowatts  of  generating  capacitv  from  various  wa^-salvaged 
diesel-powered  generators  scattered  among  six  different  locations  and  20.000 
kilowatts  from  the  military  power  barve  Jacona.  Neither  the  diesel -powered 
generating  units  nor  the  Jacona  is  included  in  determining  the  economical  and 
reliable  capacity  of  the  svstem  for  the  reasons  that : 

(1)  They  are  aged,  unreliable  militarv  assets:  there  is  considerable  difficulty 
in  maintaining  them  and  in  obtaining  replacement  parts  because  of  their  present 
old  age  and  this  becomes  more  acute  each  year  ; 

(2)  Thev  are  inefficient  and  expensive  to  operate  (production  cost  per  kilo- 
watt is  1.15  cents  for  the  Jacona  and  4.5  cents  for  the  diesels  compared  to  0.80 
cents  avpraee  frw  the  Machinato  plant  and  Impedance ) : 

(3)  The  Jacona  is  intended  as  an  interim  power  source  only,  until  permanent 
generating  plants  can  be  constructed,  and,  accordinglv,  must  be  retained  pending 
such  construction  regardless  of  its  uneconomical  and  unreliable  nature; 

(4)  The  diesels  are  intended  as  standby  only  for  POL  and  water  pumping 
plants  and  for'  other  critical  tactical  requirements. 

The  addition  of  the  plant  herein  reouesfed  will  increase  the  firm  economical 
and  reliable  generating  capacity  to  66.000  kilowatts.  The  permanent  svstem  will 
then  consist  of  the  Machinato  plant  which  will  provide  46.000  kilowatts,  the 
Impedance,  with  30,000  kilowatts  capacitv  and  the  new  plant  which  will  generate 
40,000  kilowatts.  (The  two  largest  units  in  the  permanent  system,  namely 
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the  Impedance  and  one  unit  of  the  new  plant,  must  be  considered  reserve  in  cal- 
culating the  firm  capacity  of  66,000  kilowatts  of  the  economical  and  reliable  sys- 
tem.) As  indicated,  the  anticipated  demand  on  the  system,  by  1962,  is  96,870  kilo- 
watts. This  will  require  the  retention  of  overage,  inefficient,  temporary  generat- 
ing plant  within  the  system  for  the  time  being.  It  is  estimated  that  the  excess 
cost  of  required  operation  of  such  plant  (Jacona  and  diesels)  in  the  period  fiscal 
year  1959  through  fiscal  year  1962  is  $1,879,000. 

The  proposed  plant  is  planned  for  location  in  central  Okinawa  near  Kim  Beach. 
It  has  a protected  inlet  for  ships,  free  of  heavy  seas,  and  provides  sea  water  for 
cooling  the  turbine  condensers.  There  are  no  airbases  in  proximity  and  its 
location  permits  utilization  of  nonarable  land. 

Program  and  financing 


Actual,  1958 

Estimate, 

1959 

Estimate, 

1960 

Propram  by  activities:  Construction  of  powerplant,  with  2 
20,000-kilowatt  units  and  necessary  appurtenances  with 
structure  for  4 20,000-kilowatt  units 

$200. 000 

$7.  400.  000 

Total  obligations 

200,  000 

7, 400, 000 

-9,  800,  000 
2.  400.  000 

Financing: 

Unobligated  balance  broueht  forward 

Unobligated  balance  carried  forward 

9,  800,  000 

Proposed  supplementary  appropriation. 

10,  000,  000 

1 

Object  classification 


Actual,  1958 

Estimate, 

1959 

Estimate, 

1960 

10.  Land  and  structures 

$200, 000 

$7, 400, 000 

Total  obligations 

200, 000 

7, 400,  000 

DEPARTMENT  OF  THE  ARMY 


Construction  of  Power  Systems,  Ryukyu  Islands 
(House  hearings,  p.  721) 


1958  appropriation $1,  513,  000 

1959  appropriation  (regular  act) 0 

Supplemental  request  (House  document) 10,000,000 

House  allowance! 0 

Restoration  requested 10,  000,  000 


The  Department  of  the  Army  requests  the  following  amendment. 

PROPOSED  AMENDMENT 

Page  8,  after  line  21,  insert  “Construction  of  power  systems,  Ryukyu  Islands, 
$10,000,000,  the  amount  of  the  budget  estimate,  to  remain  available  until 
expended.” 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  provide  during  fiscal  year  1959  the  funds 
needed  to  undertake  the  construction  of  an  addition  to  the  power  generating 
system  on  Okinawa  in  the  Ryukyu  Islands.  This  provision  was  omitted  from 
the  House  bill,  H.R.  5916,  House  Report  238,  page  4,  as  cited  below. 

If  the  requested  amendment  is  not  provided,  there  will  be  a delay  of  undeter- 
mined duration  in  the  construction  of  facilities  required  to  relieve  a critical 
shortage  in  generating  capacity. 
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HOUSE  REPORT 

(Rept.  No.  238,  p.  4,  1st  par.) 

“The  committee  has  denied  the  request  of  $10,000,000  to  construct  additional 
electric  power  generating  facilities  in  the  Ryukyu  Islands.  Funds  were  requested 
for  the  same  purpose  in  the  last  session  of  Congress  and  denied.  An  investigation 
has  been  underway  to  determine  the  need  for  the  facilities  and  action  can  be 
deferred  until  the  1960  budget  estimates  are  considered.” 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

There  is  an  urgent  need  for  the  electric  power  generating  facilities  to  be  con- 
structed under  the  provisions  of  the  requested  amendment.  This  need  was 
initially  recognized  in  1956  when  the  increased  requirements  of  the  U.S. 
forces  and  the  mounting  demands  of  the  resurgent  domestic  economy  pointed  up 
the  imminent  overloading  of  the  existing  power  system.  The  Department  of  the 
Army  therefore  requested  the  appropriations  in  the  fiscal  year  1958  budget  but 
was  provided  funds  sufficient  only  for  sorely  needed  transmission  lines.  The 
request,  again  presented  in  fiscal  year  1959,  was  not  granted  as  both  Houses  of 
the  Congress  indicated  that  the  matter  should  be  further  investigated.  The 
Department  of  Army  has  therefore  completed  studies  of  the  power  situation  and 
prepared  reports  thereon  which  have  been  filed  with  the  Congress. 

The  existing  Okinawa  power  facilities  have  a firm  capacity  of  79,650  kilowatts. 
Combined  demand  of  the  local  economy  and  the  military  base  will  exceed  this 
firm  capacity  by  the  end  of  1959  and  will  continue  to  rise  rapidly  thereafter. 
Additional  demand  stems  in  considerable  part,  from  high  priority  military  con- 
struction, already  authorized  and  funded,  including  the  Marines  new  Camp 
Hansen.  The  minimum  leadtime  required  to  complete  the  proposed  facility  is  32 
months  from  the  date  funds  are  made  available.  To  delay  the  proposed  expan- 
sion of  power  facilities  could  result  in  the  rationing  of  power  to  civilian  and 
even  to  military  consumers  and,  at  best,  will  lead  to  everyday  use  of  unreliable, 
inefficient,  and  highly  expensive  generating  units  which  should  be  kept  only  on 
an  emergency,  standby  basis. 

In  view  of  the  urgency  of  the  requirement  to  initiate  construction  of  additional 
generating  facilities,  the  Department  of  the  Army  obtained  executive  department 
approval  to  include  the  power  construction  appropriation  in  the  fiscal  year  1959 
supplemental  request. 

It  is  pointed  out  that  under  a plan  approved  by  the  Bureau  of  the  Budget,  the 
appropriations  requested  by  this  amendment  will  be  supplemented  by  earnings 
of  the  Ryukyu  Electric  Power  Corporation,  a corporation  controlled  by  the  U.S. 
civil  administration  of  the  Ryukyu  Islands,  and  established  to  administer  the 
power  assets  provided  through  U.S.  appropriations. 

In  summary,  favorable  action  on  the  amendment  proposed  herein  will  mean  the 
initiation  of  construction  work  some  4 to  6 months  sooner  than  would  otherwise 
be  possible,  and  thus  prevent  the  aggravation  of  an  already  critical  disparity  be- 
tween power  requirements  and  capabilities  on  Okinawa. 

Supplemental  Appropriations  Request  for  Fiscal  Year  1959  Construction 

of  Power  Systems,  Ryukyu  Islands 

Mr.  Chairman  and  gentlemen,  in  the  absence  of  General  Gailey,  Chief  of  Civil 
Affairs  and  Military  Government,  who  is  currently  on  official  business  in  the 
Far  East,  I appreciate  this  opportunity  to  discuss  the  Ryukyu  Islands,  the  inter- 
ests and  responsibilities  of  the  United  States  in  that  area,  and  the  urgent  re- 
quirement for  a new  electric  powerplant  in  Okinawa. 

Since  the  end  of  World  War  II,  Okinawa,  the  largest  island  in  the  archipelago, 
has  come  to  occupy  a key  position  in  the  global  base  complex  which  is  the  foun- 
dation of  the  defense  of  the  United  States  and  the  free  world.  As  you  can  see 
from  this  map,  Okinawa  is  centrally  and  strategically  located  adjacent  to  the 
coast  of  Asia,  6,000  miles  from  the  United  States  and  4,700  miles  from  Hawaii. 

The  magnitude  of  the  U.S.  investment  in  military  construction  in  the  island 
is  a tangible  manifestation  and  recognition  of  its  military  and  strategic  signifi- 
cance. Dollarwise,  the  figure  is  in  the  neighborhood  of  one-half  billion  dollars. 
If  land  rentals,  temporary  construction,  GARIOA  and  postwar  emergency  relief 
were  added,  the  total  would  rise  to  about  $1  billion. 
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Currently,  all  4 services  maintain  forces  in  the  Ryukyus,  with  a total  military 
population  in  excess  of  28,000.  They  utilize  about  one-fourth  of  the  land  area 
of  Okinawa  and  their  installations  are  scattered  from  one  end  of  the  island  to  the 
other.  There  is  real  justification  then  for  the  comment,  “The  United  States 
does  not  have  a military  base  on  Okinawa;  Okinawa  is  a base.”  In  my  opinion, 
the  presence  of  U.S.  forces  in  the  Ryukyus  symbolizes  for  our  allies,  as  well  as 
for  our  enemies,  the  firmness  of  the  U.S.  intentions  and  capabilities  to  combat 
threats  to  free  world  security  in  the  Far  East. 

Because  of  this  overriding  security  consideration — and  this  alone — the  United 
States  has  recognized  that  it  is  essential  to  retain  full  administrative  control  of 
the  islands.  This  requirement  is  met  by  article  3 of  the  treaty  of  peace  with 
Japan  which  provides  the  United  States  with  the  right  “*  * * to  exercise  all  and 
any  powers  of  administration,  legislation,  and  jurisdiction  over  the  territory  and 
inhabitants  of  these  islands  * * The  Federal  budget  for  fiscal  year  1960 
states  that,  because  of  the  “*  * * critical  strategic  importance  to  the  security 
of  the  free  world,  it  is  expected  that  the  United  States  will  be  responsible  for 
their  administration  for  an  indefinite  period  * * 

The  United  States  has  two  fundamental  requirements  in  the  Ryukyu  Islands. 
These  are  first,  the  maintenance  there  of  an  effective  military  base  and,  second, 
flexibility  and  freedom  in  the  administration  of  the  islands.  These  requirements 
are  inextricably  interwoven.  A wide  variety  of  military  and  civilian  operations 
and  programs  to  accomplish  them  are  fully  integrated  and  would  be  difficult  to 
separate — roads,  electric  power,  water,  ports,  communications,  public  safety  and 
public  health,  to  mention  a few. 

In  recognition  of  the  intermingling  of  local  civilian  and  military  requirements 
for  electric  power,  the  Machinato  powerplant  and  transmission  facilities  were 
originally  constructed  in  Okinawa,  with  “Government  and  Relief  in  Occupied 
Areas”  (GARIOA)  funds,  to  serve  the  needs  of  both  elements.  We  are  here 
today  because  an  immediate  and  urgent  requirement  exists  for  expansion  of 
these  electric  power  generating  facilities  to  meet  sharply  increasing  local 
economy  and  military  power  demands. 

On  this  chart  you  can  see  all  of  the  generating  plant  which  is  currently 
available  to  the  integrated  power  system.  It  consists  of  the  permanent,  land- 
based  Machinato  plant  which  has  4 generating  units  of  11.5  megawatts  (thou- 
sands of  kilowatts)  each,  totaling  46  megawatts.  This  plant  is  leased  by  the 
Ryukyu  Electric  Power  Corp.  to  the  Army  which  operates  the  integrated  system. 
There  are  also  the  military  assets  which  consist  of  two  barges  and  a number  of 
small  emergency  standby  diesels.  The  barge  Impedance  has  one  30-megawatt 
unit,  built  in  1943.  It  is  an  efficient  plant.  The  barge  Jacona  has  two  10- 
megawatt  units,  built  in  1929.  The  diesels  are  salvaged  from  World  War  II 
and  have  a total  firm  capacity  of  13.7  megawatts.  The  Jacona  and  the  diesels 
are  overage,  inefficient,  and  unreliable  as  a primary  source  of  power. 

The  firm  capacity  of  this  system,  on  the  basis  used  in  the  United  States,  is 
79.7  megawatts.  Firm  capacity  discounts  the  largest  single  unit  of  a system, 
indicating  what  the  system  can  deliver  if  the  largest  unit  is  down  for  mainte- 
nance or  repairs. 

The  bold  black  line  on  the  chart  shows  the  combined  demands  of  the  local 
economy  and  the  military  base  which  the  system  must  meet.  These  are  mini- 
mum demands  based  on  existing  facilities  and  additional  construction  which  has 
already  been  authorized  and  funded,  including  the  Marines  new  Camp  Hansen. 
The  solid  portion  of  the  line  represents  demand  actually  experienced.  The 
broken  portion  represents  estimated  demand.  It  includes  the  normal  annual 
increase  in  power  consumption  of  3*4  percent  for  the  military  and  l1/^  percent 
for  the  local  economy. 

In  light  of  the  insufficiency  of  existing  generating  capacity  to  meet  clearly 
foreseeable  requirements,  the  Department  of  the  Army  requested  appropriation 
in  the  fiscal  year  1958  budget  for  a new  generating  plant,  but  was  provided 
funds  only  for  extension  of  transmission  lines  to  the  Marines’  new  camp  at 
Henoko.  The  fiscal  year  1959  budget  request  for  “Construction  of  power  sys- 
tems, Ryukyu  Islands”  was  not  granted  as  both  Houses  of  the  Congress  indicated 
that  the  matter  should  be  further  investigated.  The  Department  of  the  Army 
has  therefore  completed  studies  of  the  power  situation  and  prepared  reports 
thereon  which  have  been  filed  with  the  Congress. 

The  request  currently  under  consideration  is  a fiscal  year  1959  supplemental 
budget  request  for  construction  of  a new  generating  plant.  The  House  Commit- 
tee on  Appropriations  denied  the  request,  stating  in  its  report  “The  committee 
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has  denied  the  request  of  $10  million  to  construct  additional  electric  power  gen- 
erating facilities  in  the  Ryukyu  Islands.  Funds  were  requested  for  the  same 
purpose  in  the  last  session  of  Congress  and  denied.  An  investigation  has  been 
underway  to  determine  the  need  for  the  facilities  and  action  can  be  deferred  until 
the  1960  budget  estimates  are  considered.” 

The  urgency  of  the  requirement  for  additional  generating  facilities  is  clearly 
demonstrated  on  the  chart.  As  you  can  see,  minimum  demand  exceeds  firm 
capacity  in  the  latter  part  of  this  year.  If  the  funds  we  are  requesting  are  made 
available  by  May  1959,  and  design,  procurement,  and  construction  are  imme- 
diately undertaken,  it  will  still  take  until  January  1,  1962,  before  the  new  power 
can  be  brought  on  the  line.  In  this  period  from  1959  to  1962  we  are  vulnerable. 
Demand  exceeds  firm  capacity.  We  must  use  the  unreliable  and  inefficient  Jacona 
and  the  diesels  as  primary  sources  of  power.  We  have  estimated  that  the 
excess  cost  of  required  operation  of  the  Jacona  and  the  diesels  in  this  period  is 
$1,879,000.  It  is  because  we  are  confronted  with  this  situation  that  the  executive 
deo^rtrnpnt  determined  that  a supplemental  request  was  warranted  so  as  to  cut 
to  the  minimum  any  further  delay  in  initiating  construction  of  the  required  new’ 
plant. 

The  funds  requested  for  this  purpose  would  be  supplemented  by  $3%  million 
to  be  derived  in  Okinawa  from  the  operations  of  the  Ryukyu  Electric  Pow’er 
Corp.  The  total  amount  of  $13%  million  would  permit  construction  of  the  neces- 
sary ancillary  facilities,  the  structure  to  house  four  20-megawatt  units  and  the 
procurement  and  installation  of  two  such  units.  This  would  bring  40  megawatts 
on  the  line  as  of  January  1,  1962,  and  would  increase  firm  capacity  to  119.7  mega- 
watts at  that  time.  We  consider  that  two  additional  units  will  have  to  be  in- 
stalled at  a later  date  in  order  to  meet  continually  rising  demand.  This  is  par- 
ticularly true  because  the  Jacona  and  the  diesels  cannot  be  relied  on  much 
longer.  On  the  chart,  we  show  the  last  two  units  coming  in  on  January  1,  1963, 
and  the  Jacona  and  the  diesels  being  retired  on  January  1,  1964.  On  this  basis, 
demand  would  not  again  exceed  firm  capacity  until  1967. 

Okinawa  has  been  described  as  a showcase  of  democracy  in  Asia.  The  eyes 
of  the  world  scrutinize  carefully  how  the  United  States  carries  out  its  respon- 
sibilities in  this  area.  The  plant  we  are  requesting  is  urgently  required  so  that 
we  can  meet  those  responsibilities  both  in  the  administration  of  the  local  economy 
and  in  the  performance  of  the  military  mission.  The  Department  of  the  Army  is 
firmly  convinced  that  the  urgency  of  this  requirement  cannot  be  overemphasized. 

In  connection  with  the  administration  of  the  Ryukyu  Islands,  the  Department 
of  the  Army  is  also  requesting  restoration  of  $3,200  cut  from  our  supplemental 
request  for  pay  of  civilians. 

I wish  to  express  my  appreciation,  Mr.  Chairman  and  gentlemen,  for  the  op- 
portunity to  present  this  statement  to  this  committee  of  the  U.S.  Senate.  Mem- 
bers of  the  Office  of  Civil  Affairs  and  Military  Government  are  here  at  your 
disposal,  prepared  to  go  into  the  details  of  the  project  as  you  may  desire. 
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POSSIBILITY  OF  DEFERRING  PROJECT 

Chairman  Hayden.  Now,  in  view  of  the  fact  that  the  House  com- 
mittee takes  the  position  that  the  investigation  it  has  ordered  should 
be  completed  before  the  matter  is  finally  decided,  why  should  this 
matter  not  be  postponed  for  3 or  4 months,  unless  you  want  to  make  a 
record,  which  we  will  be  glad  to  have  you  do  ? 

General  Traub.  I am  Major  General  Traub,  budget  officer  for  the 
Army. 

The  Under  Secretary  of  the  Army,  Mr.  Milton,  regrets  very  much 
that  he  was  unable  to  come  this  morning.  He  had  planned  on  doing 
so,  but  could  not  make  it.  I did  have  a statement  which  I will  be  glad 
to  insert  in  the  record.  I know  that  the  committee  realizes  fully  the 
importance  to  national  defense  of  Okinawa,  and  the  fact  it  is  our  show- 
case of  democracy  in  Asia  and  should  demonstrate  the  effectiveness 
of  U.S.  administration. 

I will  now  call  upon  Mr.  Henry  Wohl,  of  the  Department  of  the 
Army  Staff,  to  answer  specifically  the  question  of  why  this  project, 
in  the  view  of  the  Army,  should  not  be  deferred  until  later.  He  will 
make  a brief  statement,  if  the  committee  so  desires  ? 

Chairman  Hayden.  All  right. 

Mr.  Wohl.  Mr.  Chairman,  I have  here  a chart  which  shows  the 
power  requirements  of  the  local  economy  and  of  the  military,  on  Oki- 
nawa, and  the  facilities  we  have  on  Okinawa,  for  generating  power  to 
meet  those  requirements. 

With  this  chart  I would  like  to  demonstrate  to  you  the  extreme  ur- 
gency of  our  requirements  for  new  generating  facilities  and  the  difficul- 
ties that  would  be  posed  by  delaying  consideration  of  our  request  until 
fiscal  year  1960,  which,  in  our  estimation,  would  be  a minimum  of  4 
months  delay  in  permitting  us  to  have  funds  in  hand  to  initiate  the 
required  new  construction. 

Chairman  Hayden.  What  I was  trying  to  impress  you  people  with, 
was  that  just  what  you  have  to  face,  as  a matter  of  fact,  even  if  it  costs 
a loss  of  efficiency  or  loss  of  money,  still  we  cannot  do  anything. 

Mr.  Wohl.  It  is  not  only  a loss  of  efficiency  and  loss  of  money  but 
it  is  a great  danger  to  the  United  States  in  terms  of  its  responsibility 
to  carry  out  its  military  responsibilities  in  the  areas  and  in  terms  of 
our  responsibility  to  conduct  the  affairs  of  the  Ryukyu  Islands. 

We  face  a situation  where  the  power  demand  is  going  to  exceed 
the  availability  of  our  generating  capacity,  by  which  fact  we  are  going 
to  be  faced  with  the  necessity  of  rationing  power  both  to  military  re- 
quirements and  to  the  local  economy,  unless  we  can  start  to  bring  the 
new  plant  on  line ; and  even  if  we  obtain  our  funds  as  requested,  have 
them  in  hand  by  May  of  1959,  we  cannot  construct  the  new  plant  as 
soon  as  we  would  like. 

HOUSE  INVESTIGATION 

Chairman  Hayden.  Can  you  give  us  an  idea  as  to  the  nature  of  the 
investigation  and  when  it  will  be  concluded? 

Mr.  Wohl.  The  investigation  has  been  concluded,  sir.  The  investi- 
gation by  the  House  consisted  of  a visit  to  Okinawa  last  summer  by 
Mr.  Passman  and  a visit  in  January  by  two  members  of  the  staff  of 
the  House  Appropriations  Committee.  They  have  returned.  They 
have  the  facts.  It  is  sort  of  a vagary  of  fate  that  our  request  as  a 
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supplemental  request  was  not  considered  by  the  Foreign  Operations 
Subcommittee,  but  before  a subcommittee — the  Thomas  subcommit- 
tee and  in  their  judgment,  without  the  facts,  which  were  in  the 
hands  of  the  Foreign  Operations  Subcommittee,  they  considered  that 
lli is  should  be  deferred,  so  that  it  would  go  back  before  the  Foreign 
Operations  Subcommittee. 

Chairman  Hayden.  The  House  committee  report  reads : 

An  investigation  has  been  underway  to  determine — 

Now  I wonder  whether  there  had  been  a final  report  of  that  investiga- 
tion made? 

Mr.  Wohl.  The  report  will  be  a report  by  the  committee  staff  mem- 
bers to  the  House  Appropriations  Committee.  The  staff  committee 
members  have  returned,  having  completed  their  investigation  in 
January. 

Chairman  Hayden.  That  fact  was  known  to  the  House,  was  it  not? 
What  concerns  me  is  your  putting  this  money  back  in  the  bill  when 
the  House  has  made  up  its  mind  it  has  to  go  back  for  4 months. 

I was  just  trying  to  determine  whether  that  is  a fact  or  not. 

Genera]  Traub.  Mr.  Chairman,  perhaps  I can  add  a few  words  that 
may  assist  the  committee  in  its  understanding  of  this  matter. 

When  this  request  came  before  the  House,  it  was  referred  to  a com- 
mittee other  than  the  committee  headed  by  Mr.  Passman,  which 
usually  handled  Pyukyuan  matters.  Therefore,  the  chairman  of  the 
committee  to  which  it  was  referred,  perhaps,  felt  that  better  considera- 
tion would  be  obtained  by  waiting  for  its  consideration  by  the  com- 
mittee which  would  handle  the  fiscal  year  1960  appropriation.  This 
would  be  Mr.  Passman’s  committee,  and  it  would  have  the  benefit  of 
the  investigation  referred  to  in  the  committee  report. 

From  the  standpoint  of  the  Army,  an  unfortunate  development  has 
occurred  since  that  time.  We  have  found  that  administrative  proc- 
esses over  which  we  have  no  control  will  preclude  us  from  bringing 
this  to  the  attention  of  the  Passman  committee  in  fiscal  year  1960. 

Chairman  Hayden.  Personally,  I think  this  is  argument  on  the 
same  thing  for  about  the  third  time,  and  from  the  military  point  of 
view  I can  certainly  understand  it,  but  as  to  the  economics  of  it,  that 
is  where  the  committee  will  not  be  able  to  provide  any  money  on 
that  act  because  it  is  in  agreement.  I think  we  would  certainly  have 
a much  more  advantageous  situation  after  the  House  investigates  it 
and  we  know  what  it  is,  and  think  we  are  familiar  with  the  facts. 
I think  perhaps  the  best  thing  we  can  do  is  to  go  before  the  House 
to  see  what  they  say,  and  if  they  give  us  any  encouragement  we  can 
come  back  and  let  the  committee  consider  it. 

If  we  take  the  last  statement  of  the  House  action,  I do  not  see  any 
particular  advantage  in  entering  into  any  further  discussion  of  the 
matter  at  this  time. 

General  Traub.  I can  understand  the  position  of  the  chairman,  in 
the  light  of  the  committee  report. 

I would  hope,  then,  that  the  committee  would  consult,  as  you  sug- 
gest, with  the  House,  to  determine  the  nature  of  the  results  of  the 
investigation  referred  to  in  the  committee  report. 

Senator  Ellender.  Mr.  Chairman,  as  I recall,  this  same  subject  mat- 
ter has  been  before  this  committee,  I think,  on  a few  other  occasions. 

Mr.  Wohl.  Twice,  fiscal  1958  and  fiscal  1959. 
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OPPOSITION  TO  PROJECT 

Senator  Ellender.  According  to  my  recollection,  this  is  the  fourth 
time  it  has  come  up.  I may  be  in  error.  I was  the  one  who  opposed 
it  most  violently,  and  I still  oppose  it. 

If  you  recall,  in  looking  up  the  record,  some  of  us  suggested  that 
this  would  not  be  good,  that  it  would  be  more  or  less  a gift  from  the 
United  States.  Here  you  are  asking  for  $10  million  to  erect  a power 
facility  and  that  power  facility  would  be  turned  over  to  an  authority 
on  the  islands.  You  are  going  to  pay  for  the  electricity  and  the 
local  people  are  going  to  pay  for  the  electricity  and  in  that  way,  as 
I understand  it,  you  are  going  to  pay  for  the  operation  of  the  facility ; 
is  that  correct  ? 

Mr.  Wohl.  The  facility  would  be  turned  over  to  the  Ryukyu  Elec- 
tric Power  Corp.  as  the  Machinato  plant  was  originally. 

Senator  Ellender.  The  United  States  would  be  using  funds  to  pro- 
vide the  kilowatts  of  electricity  to  be  used  on  that  island,  and  the 
position  I took — the  position  taken  by  many  other  Senators — was 
that  you  ought  to  try  to  work  out  a plan  whereby  we  wTould  lend  the 
money  to  build  this  facility,  said  loan  to  be  paid  back. 

Mr.  Wohl.  We  have  investigated  that  and  reported  on  that  to  your 
committee. 

The  situation  is  that  the  normal  borrowing  facilities  of  the  World 
Bank  or  Development  Loan  Funds  or  the  Export-Import  Bank  are 
not  available  for  this  type  of  project,  because  of  American  administra- 
tion over  the  area. 

We  are  also,  in  the  proposal  here,  requesting  $10  million  of  appro- 
priated funds  which  would  be  supplemented  by  $314  million  of  funds 
from  the  Ryukyu  Electric  Power  Corp.,  generated  by  the  plant  which 
was  originally  put  up. 

Senator  Ellender.  Is  that  money  available  now  ? 

Mr.  Wohl.  The  money  is  not  completely  in  hand ; however,  we  have 
in  hand  now  in  excess  of  $1  million. 

Senator  Ellender.  Why  did  you  not  come  before  this  committee 
with  this  item  in  your  regular  appropriation  and  provide  a method 
of  financing  so  that  the  money  could  be  repaid?  You  do  not  have 
to  go  to  the  Export-Import  Bank.  It  is  entirely  possible  that  we  can 
create  a special  fund  which  could  loan  the  necessary  money  to  this 
authority.  Then,  eventually  the  Government  would  get  the  money 
back.  I just  do  not  see  any  reason  why  we  should  put  up  $10  million 
of  the  taxpayers’  funds  to  erect  this  facility  and  then  turn  it  over 
to  an  authority  that  will  operate  it  and  charge  the  Government  and 
the  people  of  the  islands  so  much  per  kilowatt,  and  then  use  some  of 
the  money  to  operate  the  Government  on  Okinawa. 

Mr.  Wohl.  It  does  not  work  that  way,  sir. 

Senator  Ellender.  Then  how  have  you  changed  it  since  your  last 
appearance  before  the  committee  ? 

FUNDING  OF  PROJECT 

Mr.  Wohl.  The  way  it  would  work  is  this : That  just  as  the  Ma- 
chinato plant  was  provided  for  with  appropriated  funds,  as  an  asset 
for  the  local  economy  and  to  provide  a source  of  power  for  the  local 
economy  and  for  the  military,  this  would  similarly  be  funded,  in  this 
case,  by  $10  million  from  appropriated  funds  and  $3,500,000  from 
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the  Ryukyu  Electric  Power  Co.  Title  would  go  to  the  REPC.  It 
would  be  leased  at  the  Machinato  plant  to  the  Army,  which  would 
run  it  as  part  of  an  integrated  system  which  is  now  being  run  by  the 
Army. 

Senator  Ellender.  How  much  of  the  present  integrated  system  is 
used  in  order  to  pay  for  the  operation  of  the  administrative  part  of 
(he  islands — I mean  the  citizens’  part? 

Mr.  Wohl.  There  is  nothing  which  goes  from  this  to  the  adminis- 
tration of  the  Ryukyu  Islands.  The  funds  which  are  developed  out 
of  the  leasing  of  the  Machinato  plant  are  used  in  order  to  facilitate 
the  expansion  of  required  power  generating  and  transmission  facili- 
ties, because  we  are  extremely  short  in  the  area.  This  is  where  the 
$31/2  million  would  come  from  in  terms  of  REPC  contributions. 

Senator  Ellender.  With  that  added  facility,  why  could  you  not 
come  to  this  committee  with  some  plans  whereby  with  the  additional 
amount  of  electricity  developed  and  generated  you  would  be  able  to 
pay  this  back  to  the  Government  and  not  make  it  more  or  less  an 
outright  gift,  such  as  this  would  turn  out  to  be  ? 

Mr.  Wohl.  There  are  two  difficulties,  sir.  One  is  that  in  Okinawa, 
we  already  have  an  electric  power  rate  structure  as  it  affects  the  local 
economy,  which  is  twice  that  of  Japan.  We  are  in  a difficult  situation 
in  that  there  are  no  facilities  for  hydroelectric  power.  There  are  no 
facilities  for  power  generated  by  coal.  We  have  to  bring  oil  in;  it 
is  all  an  oil-fired  process,  which  in  and  of  itself  creates  high  costs. 
We  have  the  overall  difficulty  of  trying  to  administer  the  area  on 
a basis  to  develop  its  economic  capacity,  and  we  are  trying  to  de- 
crease our  rates  for  power  in  the  economy  rather  than  to  raise  them  as 
we  would  have  to  do  in  order  to  develop  the  additional  income  to  be 
able  to  pay  this  back  as  a conventional  loan. 

POWER  CHARGES 

Senator  Ellender.  What  is  the  rate  per  kilowatt-hour,  do  you 
kn  ow  ? Can  you  furnish  that  for  the  record  ? 

Mr.  Wohl.  I can  give  it  to  you  now.  The  rate  per  kilowatt-hour 
to  the  local  economy  consumer  is  five  and  a fraction  cents  for  domestic 
power.  It  is  3.75  cents  per  kilowatt-hour  for  industrial  consumption. 
It  averages  4.85  cents  overall. 

Senator  Ellender.  How  does  that  compare  with  rates,  for  instance, 
in  Washington,  do  you  know  ? 

Mr.  Wohl.  It  would  be  two  to  three  times  Washington  rates. 

Senator  Ellender.  Two  to  three  times  ? 

Mr.  Wohl.  That  is  right. 

Senator  Ellender.  What  percentage  of  the  electricity  that  is  now 
available  is  sold  to  the  civilians  ? 

Mr.  Wohl.  Twenty-five  percent  of  the  total  capacity  of  the  system, 
which  includes  the  military  assets,  goes  to  the  local  economy. 

Senator  Ellender.  What  do  you  mean  by  “military  assets”  ? 

Mr.  Wohl.  We  have  as  the  generating  capacity  on  the  island  in 
the  integrated  system,  the  Machinato  plant,  which  was  provided 
from  GARIOA  funds,  and  the  military  assets  which  are  the  Imped- 
ance, J acona,  and  diesels. 

Senator  Ellender.  But  that  is  all  operated  in  the  same  manner, 
that  is,  under  the  same  authority  ? 
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Mr.WoHL.  That  is  correct.  It  is  all  operated  by  the  military. 

Senator  Ellender.  Now,  you  say  that  the  rates  now  are  so  high 
that  you  could  not  fund  it  ? 

Mr.  Wohl.  That  is  correct,  on  a normal  borrowing  basis. 

Senator  Ellender.  Yet  you  want  the  American  taxpayers  to  further 
subsidize  Okinawa  ? They  never  had  electricity  before. 

Mr.  Wohl.  They  had  electricity  which  was  destroyed  during  the 
war. 

Senator  Ellender.  As  I recall  the  testimony,  it  was  very  little,  if 
any.  I wonder  if  you  would  make  an  effort,  at  least  to  propose  to 
this  committee  when  you  come  before  us  for  the  regular  appropria- 
tions, a method  of  funding  this  project?  There  ought  to  be  a way 
by  which  you  could  do  it,  even  if  we  increase  the  rates.  We  are  doing 
that  here,  you  know.  Whenever  we  run  short  in  the  funding  of  a 
facility,  we  just  increase  the  rates.  I do  not  see  why  the  same  thing 
could  not  happen  in  Okinawa.  Why  should  you  desire  to  burden 
the  taxpayers  of  this  country  with  an  additional  $10  million  expendi- 
ture ? 

Mr.  Wohl.  We  do  not  look  on  it  as  a burden.  We  feel  it  would  be, 
in  the  long  run,  a savings,  with  the  additional  facility  which  is  re- 
quired for  both  the  military  and  local  economy  requirements. 

There  will  be  the  situation  in  which  the  military,  which  is  operat- 
ing the  system,  will  have  a net  savings,  a considerable  net  savings 
in  its  total  cost  of  power.  This  would  be  on  the  basis  that  the  mili- 
tary would  have  to  pay  for  their  own  power  rather  than  produce  it 
themselves,  and  pay  also  in  that  there  would  be  a profit  increment, 
and  pay  also  for  the  loan  and  that  would  wind  up  that  the  American 
taxpayer  would  be  paying  for  the  repayment  to  the  United  States. 

POSSIBLE  FATE  OF  PROJECT 

Senator  Ellender.  I would  rather  have  it  that  way  than  to  make 
this  a gift.  You  may  leave  Okinawa  in  2 or  3 years  from  now.  If 
that  occurs,  the  project  reverts  back  to  the  local  people;  is  that  not 
true? 

Mr.  Wohl.  The  assumption  that  we  might  be  leaving  Okinawa  in 
2 or  3 years  is  a very  unlikely  happening. 

Senator  Ellender.  I know  I am  exaggerating,  but  the  point  I want 
to  try  to  bring  out  is  that  all  the  facilities  we  are  erecting  here,  in- 
cluding this,  would  revert  to  the  local  people  in  the  event  we  do  leave. 

Mr.  Wohl.  Presumably  so. 

Senator  Ellender.  That  is  the  way  it  has  happened  everywhere 
else,  in  the  world.  It  strikes  me  that  you  would  have  a better  chance 
before  this  committee  to  get  this  appropriation  if  you  leave  the  rates 
as  they  are,  and  make  the  local  people  pay  some  of  this  cost  and  not 
make  the  American  taxpayers  share  this  burden. 

When  you  say  that  it  will  cost  less  in  the  long  run,  of  course  what 
you  want  to  do  is  decrease  the  amount  to  be  paid  by  the  military.  But 
my  guess  is  that  decrease  will  be  reflected  in  an  increased  request  for 
funds  by  the  military  before  this  committee.  I would  much  prefer, 
as  far  as  I am  concerned,  that  this  facility  be  erected  on  a repayable 
basis;  and  it  strikes  me  that  you  ought  to  be  able  to  come  up  with  some 
plan  that  will  get  our  support,  otherwise  you  might  not  get  this. 
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Mr.  W oul.  'We  thoroughly  investigated  the  possibilities  of  bor- 
row mu  funds,  and  we  have  come  up  against  a blank  wall.  If  we  were 
in  a situation  in  which  there  could  be  a guaranteed  long-term  contract 
on  the  part  of  the  military  to  purchase  power,  we  would  have  no 
dilliculties;  however,  this  is  an  impossibility. 

Senator  Ellender.  Then  you  yourself  are  in  doubt  as  to  how  long 
you  will  be  there? 

Mi*.  Woiil.  I do  not  know  whether  Congress  would  permit  us  to 
enter  into  a lonsyterm  contract  of  that  nature. 

General  Traub.  Senator  Ellender,  inasmuch  as  we  may  not  come 
before  the  committee — and  it  looks  as  though  we  may  not,  in  respect 
of  this  matter  for  fiscal  year  1960 — might  I ask  permission  to  insert 
in  the  record  a comprehensive  statement  bearing  on  the  aspects  of 
the  matter  you  have  now  raised  ? 

Chairman  Hayden.  It  would  be  well  for  you  to  do  that. 

(The  statement  referred  to  follows :) 

1.  The  Department  of  the  Army  has  given  exhaustive  consideration  to  the 
possibilities  funding  required  for  additional  power-generating  plant  in  Okinawa 
on  a basis  other  than  through  a grant  of  U.S.  appropriated  funds.  The  results 
of  such  consideration  are  set  forth  in  section  II  of  “A  Report  on  the  Electric 
Power  System  in  the  Ryukyu  Islands,”  dated  January  31,  1959,  which  was  for- 
warded to  the  chairman  of  the  Committee  on  Appropriations,  U.S.  Senate,  by 
the  Secretary  of  the  Army  via  a letter  of  transmittal  dated  February  13, 
1959.  They  include  the  conclusion  that  it  is  not  feasible  for  the  Ryukyu 
Electric  Power  Corp.  (REPC)  to  borrow  the  funds  required  for  new  generating 
facilities. 

2.  However,  the  possibility  of  REPC  borrowing  has  been  viewed  in  terms  of 
conventional  private  and  public  lending  sources,  including  the  Export-Import 
Bank,  the  World  Bank,  the  International  Monetary  Fund,  and  the  ICA/Develop- 
ment  Loan  Fund.  In  the  hearings  held  before  the  Senate  Committee  on  Ap- 
propriations on  April  7,  1959,  certain  members  of  the  committee  made  the 
suggestion  that  a plan  be  developed  for  financing  the  new  generating  facili- 
ties required  in  Okinawa  on  the  basis  of  a loan  from  the  United  States,  with 
ultimate  repayment  of  such  funds  to  the  United  States. 

3.  It  is  considered  feasible  to  accomplish  the  construction  and  operation 
of  required  additional  generating  facilities  on  the  basis  of  the  suggested  means 
of  borrowing  and  repayment  by  the  REPC.  Accordingly,  the  Department  of  the 
Army  is  preparing  a detailed  plan  for  such  financing  for  the  consideration  of 
the  committee. 

4.  Pertinent  financial  data  in  connection  with  the  powerplant  operation  fol- 
low : 

(a)  The  overall  cost  of  operating  the  integrated  power  system  is  estimated 
at  approximately  $4.6  million  for  fiscal  year  1959.  As  some  320  million  kilo- 
watt-hours will  be  produced  in  this  operation  the  unit  cost  of  production  is  esti- 
mated at  $0.0144  per  kilowatt-hour.  Details  are  given  below. 
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Estimate  cost  of  operations,  integrated  poicer  system,  Okinawa,  fiscal  year 

1959 


Personnel  costs 

Rental  of  facilities  from  REPC 
Material  costs : 

Fuel  oil 

Lube 

Other  supplies 


Fuel  oil  delivery 

Maintenance 

Contractors  fees  and  charges 

Security  patrol 

Government  support  and  overhead  : 

R.  & V.  support  (work  orders) §50,000 

Other  Government  costs:  Cost  accounting,  supply  han- 
dling, family  housing  and  maintenance  thereof 229,  560 


$2, 164,  000 
7,  000 
388,  000 


$775, 100 
568,  236 


2,  559,  000 
100,000 
226,900 
95,  000 
15,  000 


279,  560 


Estimated  cost  of  operations 


4,  618,  796 


COMPUTATION  OF  UNIT  COST 


S4, 618, 796 
KV320,000,000 


= $0.0144337  per  KY 


( b ) Financial  data  for  the  REPC  indicates  that  the  Corporation  has  an  esti- 
mated net  worth  value  of  approximately  $9.9  million  at  June  30,  1959.  This 
value  and  a comparison  thereof  to  actual  figures  for  fiscal  year  1958  are  set 
forth  in  the  comparative  balance  sheet  below  : 

Ryukyu  Electric  Poicer  Corporation,  comparative  balance  sheet,  as  of  Dec.  SI,  1958 , 

and  June  30,  1959 


Dec.  31, 1958, 
actual 

June  30, 1959, 
estimate 

Assets: 

Current  assets: 

Cash  in  bank 

SI,  770,  204 
125,  954 
27,  704 
125 
15,023 

SI,  538, 932 
130. 000 
23, 291 
75 
0 

Accounts  receivable 

termed  interest  receivable 

Accrued  rent  on  leased  powerplant  (Kume  Shima) 

Advances  receivable 

Total  current  assets  

1,  939,  010 

1, 692,  298 

Fixed  assets 

7,  219,  768 
(1. 126,  G51) 
4,076 
61,  714 

9,  304,  905 
(1,  259,  807) 
151,  076 
71,  714 

T.a<w  reservp  fnr  depreciation 

Construction  in  progress - 

Land  and  easements..  

Total  assets-  ...  . 

Liabilities 

Net  worth: 

Capital 

8.  098,485 
80, 171 

9,  960. 186 
96,000 

7, 153,  678 
864,636 

8, 666,  678 
1, 197,  508 

Retained  earnings _ 

Total  net  worth... 

8,  018,  314 

9,S64,1S6 
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(c)  The  REPC  had  an  estimated  earning  capacity  of  approximately  $674,000 
in  fiscal  year  1959.  Details  thereof  and  a comparison  to  actual  figures  for  fiscal 
year  1958  are  as  follows  : 


Ryukyu  Electric  Power  Corporation , comparative  statements  of  profit  and  loss * 

periods  covering  fiscal  years  1958  and  1959 


Fiscal  year 
1958  actual 

Fiscal  year 
1959  actual 

Earnings: 

Sale  of  electricity 

$1, 262, 227 
1, 055, 635 

$1, 460, 316 
1, 118, 166 

Less  cost  of  electricity 

Gross  earnings  on  sales 

206, 592 

342, 150 

Other  earnings: 

Rental  income  from  lease  of  power  facilities 

600, 000 
75 
11,  492 

568, 236 
100 
41, 175 

Lease  of  powerplant  in  outlying  islands 

Interest  income  on  time  deposits 

Total  other  earnings 

611,  567 

609,  511 

Total  earnings 

818, 159 

951,  661 

Expenses: 

0[>erating  expenses  (wages,  supplies,  lighting  expenses,  land  rent  and 
services) 

12,  645 
265,  692 

10, 000 
267, 452 

Depreciation  expenses 

Total  expenses 

278, 337 

277, 452 

Net  earnings  

539,  822 

674,  209 

(d)  It  is  estimated  that  beginning  in  fiscal  year  1964,  the  annual  rental  value 
of  the  facilities  of  the  REPC  will  be  the  approximate  amount  of  $2.3  million. 
This  estimate  is  based  on  the  assumptions  that  the  present  leasing  arrangements 
will  remain  in  effect  and  that  the  construction  of  additional  facilities  will  be 
accomplished  by  a loan  from  the  United  States  to  be  supplemented  by  the  earnings 
of  the  REPC  through  fiscal  year  1963. 


Rental  value  of  REPC  facilities  at  July  1,  1968 


Date  of 

Cost  of 

Rental  value  at  July  1, 1963 

Facilities 

acquisition 

acquisition 

Deprecia- 
tion i 

Interest 2 

Total 

Machinato  Plant:  Related  facilities  and 

1950-52 

$7. 094,  745 

$262,  768 

$223, 353 

$486, 121 

transmission  lines. 

Henoko  transmission  line 

July  1, 1959.. 

1, 513, 000 

56,037 

64,443 

120, 480 

Miscellaneous: 

Transmission  lines  and  other  facili- 

1 do.. 

923. 000 

34, 185 

39, 313 

73,  498 

ties  constructed  out  of  REPC 

/July  1,  I960.. 

207, 000 

7,667 

9,  200 

16, 867 

earnings. 

Proposed  Kin  Power  Plant: 

Chassis  for  4 generators,  plant 

July  1, 1962.. 

13, 900, 000 

514, 815 

669, 259 

1, 184, 074 

and  2 1st  generators. 

Last  2 generators 

July  1, 1963.. 

8, 800, 000 

0 

440,000 

440, 000 

Total 

875,  472 

1, 445,  568 

2, 321, 040 

i Depreciation  calculated  on  straight-line  basis,  27-year  service  life. 
3 Interest  calculated  at  5 percent  of  depreciated  value  of  facilities. 


(e)  To  summarize:  the  rental  value  of  REPC  facilities,  on  the  basis  of  which 
amortization  of  any  construction  loan  from  the  United  States  can  be  accom- 
plished, is  estimated  at  $2.3  mils  per  annum. 
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FINANCING  POSSIBILITIES 

Senator  Ellender.  You  fellows  never  give  up.  This  is  your  third 
attempt  to  get  funds  for  this  project.  You  will  only  come  in  next 
year  if  we  turn  you  down  this  year.  What  we  asked  you  to  do  last 
year,  I know  I did,  was  to  try  to  get  you  to  devise  a plan  whereby 
these  funds  in  some  way  could  be  repaid  to  the  Federal  Government 
and  not  let  the  U.S.  taxpayers  pay  for  the  thing. 

Senator  Hruska.  Mr.  Chairman,  I am  wondering  if,  in  that  com- 
prehensive statement  which  the  witness  was  so  generous  to  volunteer, 
there  could  be  included  a financial  statement  or  an  operating  state- 
ment, whereby  we  could  analyze  a little  of  the  financial  background 
in  it,  which  the  Senator  from  Louisiana  is  so  greatly  interested  in? 
I think  perhaps  we  could  analyze  it  for  ourselves  a little  bit,  as  to  the 
possibility  for  some  plan  to  repay  some  of  the  capital  costs  of  this 
additional  plant  that  is  requested.  Could  that  be  done  ? 

Mr.  Wohl.  Yes,  sir;  we  have  already  provided  for  the  committee, 
sir,  a very  comprehensive  investigation  of  the  possibilities  of  financ- 
ing this  on  some  basis  on  which  there  could  be  repayment,  concern- 
ing which  the  conclusion  was  reached  that  no  such  possibility  exists. 

Senator  Hruska.  Well,  it  does  not  exist  with  the  source  of  the 
funds  from  the  Development  Loan  group  or  from  the  Import-Export 

group ; however,  we  still  have  a little  appropriating  power  left  in  the 
longress,  and,  if  the  money  came  from  that  source  and  there  was 
some  method  of  repayment,  that  presumably  would  be  in  the  direc- 
tion in  which  the  Senator  from  Louisiana  seems  to  travel. 

Senator  Ellender.  May  I state  to  my  friend  from  Nebraska  that 
we  have  on  hand  $2,800,000  which  comes  from  the  present  facility 
that  they  expect  to  spend  for  this  facility.  Now,  by  the  construc- 
tion of  a new  one  I am  sure  they  would  be  able  to  make  more  profit 
out  of  it,  and  therefore  retire  the  payment  of  the  cost  of  the  facility. 

Senator  Hruska.  Would  not  the  statement  which  will  be  presented 
show  how  long  it  has  taken  to  accumulate  the  $3%  million  and  how 
long  it  might  take  to  accumulate  additional  funds  from  the  increased 
activity  ? 

Mr.  Wohl.  Senator,  we  do  not  have  on  hand  $3,500,000  which  we 
are  talking  about  the  REPC  contributing.  This  would  be  derived 
from  the  operations  of  the  REPC  during  the  period  it  would  take 
to  construct  the  new  facility  which  is  through  fiscal  1962. 

We  would  also  contemplate  that  the  additional  funds  the  REPC 
would  develop  from  the  operations  of  both  the  Machinato  plant  and 
the  additional  plant  requested,  that  it  would  be  contributing  to  the 
funding  of  the  final  segment  of  the  plant  involved.  In  other  words, 
we  are  now  requesting  two  20-megawatt  units  to  go  into  a chassis  to 
hold  four  20-megawatt  units.  The  second  two  20-megawatt  units 
would  still  require  ultimate  funding.  REPC  would  be  in  a position 
to  contribute  substantially  toward  that  requirement. 

Senator  Ellender.  Would  that  money  be  available  by  the  time  you 
need  it?  You  see,  this  facility  is  going  to  cost  you,  if  you  are  going 
to  construct  it  in  3 years,  in  1962 — or  would  that  be  1 963  ? 

Mr.  Wohl.  The  facility  we  are  asking  now  would  be  on  the  line  as 
of  January  1,  1962,  if  we  had  the  $10  million  requested  in  May  of 
1959. 
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Senator  Hruska.  What  about  the  3 y2  million  you  speak  of? 
Whore  would  it  come  from  ? 

Mr.  Woiil.  The  3 y2  million  from  BEPC  would  be  available  to  it 
in  terms  of  what  it  has  in  hand  and  the  additional  income  generated 
between  now  and  fiscal  1962. 

Senator  Ellender.  Suppose  you  bring  that  statement  which  Sen- 
ator Hruska  just  asked  about,  up  to  date. 

Mr.  Woiil.  Yes,  sir. 


NUCLEAR  POWER  POSSIBILITY 

Senator  Dworshak.  For  some  time  now  the  Department  of  De- 
fense and  the  Atomic  Energy  Commission  have  been  experimenting 
with  small  nuclear  power  generating  plants  for  use  in  isolated  mili- 
tary areas,  where  coal  and  hydroelectric  power  is  not  available. 

Has  any  consideration  been  given  to  the  possibility  of  developing 
nuclear  power? 

Mr.  Woiil.  This  was  considered  very  seriously,  particularly  from 
the  military  aspects,  and  it  went  as  high  as  the  Budget  Bureau  level 
for  consideration.  However,  the  cost  involved  in  terms  of  construc- 
tion of  the  plant  and  of  paying  for  the  pile  at  the  time  it  was  con- 
sidered were  considered  to  be  exceedingly  high,  and,  in  the  judgment 
of  the  people  who  considered  it,  consideration  of  an  atomic  plant  for 
Okinawa  was  deferred  for  a period  of  at  least  4 years,  during  which 
time  they  hoped  that  the  costs  would  come  down,  and  the  state  of 
the  art  would  go  up. 

Senator  Dworshak.  If  you  went  ahead  with  this  kind  of  power 
development,  there  would  be  no  need  of  a subsequent  nuclear-pow- 
ered generator  plant  ? 

Mr.  Wohl.  One-half  of  our  requirement,  the  second  half,  could 
conceivably  be  in  the  nature  of  a nuclear  plant. 

Senator  Dworshak.  Is  it  difficult  to  understand  the  attitude  of  the 
Budget  Bureau  after  it  has  been  explained  ? 

Mr.  Chairman,  the  Congress  and  this  administration  are  subsidizing 
by  millions — yes,  hundreds  of  millions  of  dollars — the  development 
of  nuclear  power  in  countries  in  Western  Europe  and  in  other  areas, 
and  it  seems  difficult  to  understand  why  we  could  not  consider  nuclear 
power  in  an  area  like  this  which  you  contend  is  vitally  important 
from  a military  standpoint. 

Mr.  Wohl.  The  comparison  in  cost  is  something  like  $28  million  as 
again  $9  million. 

Senator  Dworshak.  I still  point  out  that  if  we  could  build  and 
subsidize  these  nuclear  powerplants  in  Western  Europe,  in  various 
countries  there,  then  it  seems  to  me  logical  to  believe  that  we  can  afford 
them  in  areas  where  we  operate. 

Mr.  Wohl.  We  are  requesting,  on  the  basis  of  much  more  moderate 
cost,  the  type  of  plant  which  we  need,  and  which  we  need  desperately 
in  order  to  avoid  getting  into  a situation  in  which,  with  the  time 
involved,  the  delayed  consideration  of  our  requirement  which  has  al- 
ready been  delayed  2 years,  we  will  run  out  of  our  available  supply 
and  will  be  faced  with  a situation  in  which  the  military  cannot  carry 
out  its  mission  and  in  which  we  cannot  meet  our  responsibilities  to 
the  local  economy. 
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We  have  this  line  which  shows  the  demand — this  is  the  minimum 
demand  which  stems  from  existing  facilities,  and  construction  which 
has  already  been  authorized  and  funded.  We  have  here  the  firm 
capacity  of  our  system.  This  will  be  exceeded  by  the  end  of  this 
year  and  during  this  period  here  [indicating]  which  is  until  January 
1,  1962,  when  we  are  requesting  to  be  permitted  to  have  a new  plant 
on  the  line,  we  are  going  to  be  in  a situation  where  any  breakdowns 
in  the  system,  any  requirements  that  we  are  faced  with,  will  require 
power  rationing.  We  will  have  to  take  impedance  out  of  the  line 
and  bring  it  up  to  Japan  for  hull  repairs,  which  will  take  4 to  6 
months. 

Senator  Dworshak.  Is  that  oil  or  coal  ? 

Mr.  Wohl.  Oil. 

Senator  Dworshak.  Have  you  estimated  the  operating  costs? 
Would  that  involve  considerable  transportation  expense? 

Mr.  Wohl.  There  is  transportation  expense  involved  in  the  system 
as  we  have  it  now,  where  all  is  oil-fired  equipment. 

Nevertheless,  our  cost  of  power  generated  under  the  system,  which 
is  1.4  cents  per  kilowatt-hour,  compares  favorably  with  the  cost  paid 
by  the  Army  in  the  United  States  for  power. 

Senator  Dworshak.  That  is  all  I want  to  ask. 

COXSTEUCTION  OF  POWER  SYSTEMS,  RYUKYU  ISLANDS 

Chairman  Hayden.  I have  received  a letter  from  Major  General 
Traub,  Director  of  Army  Budget,  in  reply  to  a request  of  the  com- 
mittee members  relating  to  construction  of  power  systems,  Ryukyu 
Islands.  The  letter  and  suggested  amendment  will  be  placed  in  the 
record  at  this  point. 

(The  letter  referred  to  follows:) 

Department  of  the  Army, 

Office  of  the  Comptroller  of  the  Army, 

Washington,  D.C.,  April  9,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Senate  Committee  on  Appropriations, 

TJ.S.  Senate. 

Dear  Mr.  Chairman  : In  the  Senate  hearings  on  the  fiscal  year  1959  Depart- 
ment of  the  Army  supplemental  appropriations  request  for  “Construction  of 
power  systems,  Ryukyu  Islands,”  the  committee  members  requested  that  there 
be  submitted  information  concerning  the  financial  status  of  the  Ryukyu  Electric 
Power  Corp.  (REPC),  together  with  a plan  for  funding  the  construction  of  new 
power  generating  facilities  required  in  Okinawa  on  the  basis  of  a loan  from  the 
United  States  rather  than  through  a grant  of  U.S.  appropriated  funds. 

The  Department  of  the  Army  has  previously  given  extensive  consideration  to 
various  possibilities  for  funding  the  additional  power  generating  facilities  re- 
quired in  Okinawa.  The  results  of  such  considerations  are  set  forth  in  section 
II  of  “A  Report  on  the  Electric  Power  System  in  the  Ryukyu  Islands,”  dated 
January  31,  1959,  which  was  forwarded  to  you  by  the  Secretary  of  the  Army 
under  cover  of  a letter  dated  February  13,  1959.  They  include  the  conclusion 
that  it  is  not  feasible  for  the  REPC  to  borrow  the  funds  required  for  new  gen- 
erating facilities.  However,  until  the  hearings  held  before  your  committee  on 
April  7,  1959,  the  possibility  of  REPC  borrowing  had  been  viewed  in  terms  of 
conventional  private  and  public  lending  sources  including  the  Export-Import 
Bank,  the  World  Bank,  the  International  Monetary  Fund,  and  the  ICA-Develop- 
ment  Loan  Fund. 

It  is  considered  feasible  to  accomplish  the  construction  and  operation  of  re- 
quired additional  generating  facilities  on  the  basis  of  the  suggested  means  of 
borrowing  and  repayment  by  the  REPC.  On  this  basis,  it  would  be  most  practi- 
cable to  effect  a considerable  saving  in  overall  cost  by  constructing  at  one  time 
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the  <‘nt ire  facility  required.  Instead  of  a U.S.  grant  of  $10  million,  the  REPC 
could  borrow  from  the  United  States  the  amount  of  $18  million.  This  would  be 
supplement od  by  approximately  $4,500,000  to  be  derived  by  REPC  from  its  opera- 
tions through  fiscal  year  1963.  Together,  these  funds  would  be  used  to  construct 
an  no, 000-kilowatt  generating  plant,  comprised  of  the  four  20,000-kiloWatt  units 
which  have  been  described  to  your  committee  as  needed  to  meet  the  rapidly  ex- 
panding requirements  of  the  local  economy  and  the  military  base.  Like  the 
Machinato  powerplant,  the  new  plant  would  be  leased  by  the  REPC  to  the  Army 
for  operation  as  part  of  the  integrated  island  power  system.  REPC  could  repay 
the  funds  borrowed  out  of  the  rental  income  thus  derived. 

Accordingly,  there  is  attached  the  draft  of  an  amendment  to  the  legislative 
language  of  the  fiscal  year  1959  Department  of  the  Army  supplemental  appro- 
priations request  for  “Construction  of  power  systems,  Ryukyu  Islands,”  which, 
if  approved  by  the  Congress,  would  provide  the  authority  for  REPC  to  proceed 
with  funding  the  required  facilities  on  a loan  basis.  The  data  requested  con- 
cerning the  RFPC’s  financial  status  are  being  inserted  into  the  record. 

Sincerely, 

David  W.  Traub, 

Major  General , GS, 
Director  of  Army  Budget. 

The  Secretary  of  the  Treasury  is  authorized  and  directed  to  lend  to  the  Ryu- 
kyu Electric  Power  Corp.,  an  instrumentality  of  the  U.S.  civil  administration  of 

the  Ryukyu  Islands,  the  sum  of  1 to  be  used  for  the  construction  and 

equipment  of  an  electric  powerplant  and  necessary  corollary  facilities  in  the 
Ryukyu  Islands.  Repayment  of  the  loan  shall  be  made  over  a period  of  25 
years,  to  commence  5 years  after  the  loan  is  made,  and  shall  be  free  of  interest. 
For  the  purpose  of  the  loan,  the  Secretary  of  the  Treasury  is  authorized  to  use 
as  a public-debt  transaction  the  proceeds  of  the  sale  of  any  securities  hereafter 
issued  under  the  Second  Liberty  Bond  Act,  as  amended,  and  the  purposes  for 
which  securities  may  be  issued  under  the  act  are  extended  to  include  such  loan. 
The  loan  and  repayment  under  this  act  shall  be  treated  as  public-debt  trans- 
actions of  the  United  States. 

Chairman  Hayden.  If  there  are  no  further  questions,  we  will  stand 
recessed  until  2 :30  p.m. 

( Whereupon,  at  12 :40  p.m.,  the  committee  recessed  until  2 p.m.  of 
the  same  day.) 


Afternoon  Session  (Tuesday,  Ajpril  7,  1959) 

Civil  War  Centennial  Commission 

STATEMENTS  0 E MA J.  GEN.  U.  S.  GRANT  III,  CHAIRMAN,  AND  KARL 

S.  BETTS,  EXECUTIVE  DIRECTOR 

Restoration  Request 

Chairman  Hayden,  The  committee  will  be  in  order. 

The  House  disallowed  the  supplemental  estimate  of  $23,492,  re- 
quested for  the  Civil  War  Centennial  Commission. 

The  Commission  is  seeking  restoration  of  the  full  amount. 

The  justifications  will  be  included  in  the  record. 

(The  justification  referred  to  follows:) 

1 Insert  here  amount  of  loan : $10  million  for  two  20,000-kilowatt  units ; $18  million 
for  four  20,000-kilowatt  units. 
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Historical  and  Memorial  Commission 

CIVIL  WAR  CENTENNIAL  COMMISSION 

(House  hearings,  pp.  20-24) 


Appropriation,  1959 $76,  508 

Supplemental  estimate,  1959 23,  492 

House  allowance 

Restoration  requested 23, 492 


(P.  20,  after  line  2) 

Amendment  requested : Page  20,  after  line  2,  insert  the  following : 

• “ CIVIL  WAR  CENTENNIAL  COMMISSION 

“For  an  additional  amount  for  expenses  necessary  to  carry  out  the  provision s 
of  the  Act  of  September  7,  195 7 (71  Stat.  626),  as  amended , $23,492.” 


HOUSE  REPORT 

The  committee  has  denied  the  additional  $23,492  requested  for  this  Commis- 
sion  as  it  does  not  appear  that  it  is  needed  at  chis  time.  The  Commission  already 
has  $76,508  available  for  this  year,  and  an  appropriation  of  $100,000  is  requested 

for  1960. 

JUSTIFICATION 


The  amendment  restores  the  reduction  of  $23,492  made  by  the  House  in  the 
budget  estimate  which  is  scheduled  for  the  following  activity : 


Planning  the  commemoration : 

Appropriation,  1959 $76,  508 

Supplemental  estimate,  1959 23,  492 

House  allowance,  1959 

Restoration  requested 23,  492 


A breakdown  of  the  restoration  request  by  objects  of  expenditure  follows : 


01  Personal  services $9,  594 

02  Travel 2, 500 

04  Communication  services 742 

06  Printing  and  reproduction 7,  000 

07  Other  contractual  services 2, 670 

08  Supplies  and  materials 555 

11  Grants,  subsidies,  and  contributions 431 


Total 23,492 

House  action  on  the  bill  reduced  the  estimate  by  $23,492,  of  which  $5,268  was 
requested  to  cover  pay  increase  costs  authorized  by  the  act  of  June  20,  1958  (72 
Stat.  203),  and  $18,224  to  bring  the  program  up  to  the  level  contemplated  by  the 
act  of  September  2.  1958  (72  Stat.  1769),  whereby  $100,000  was  authorized  for 
appropriation  annually. 

The  Commission  has  inaugurated  many  national  activities  which  must  be  seri- 
ously curtailed  if  the  requested  supplemental  budget  is  not  approved. 

The  dominant  factor  as  a basis  for  our  request  for  the  $23,492  is  the  time  left 
to  us  in  our  planning.  We  are  entrusted  by  public  law  with  the  planning  and 
coordination  of  the  centennial  observances.  We  call  attention  to  the  fact  that 
now,  rather  than  2 years  hence  when  the  centennial  begins,  is  the  time  for  us  to 
act.  We  must  keep  our  activities  at  full  scale  from  this  date  on  in  order  to  be 
prepared  to  meet  our  responsibilties. 

We  have  inaugurated  a monthly  news  service  to  3,000  weekly  and  daily  news- 
papers throughout  the  United  States  to  keep  the  public  informed  of  the  plans 
for  the  centennial  observances  for  the  years  1961-65. 

A monthly  newsletter  ‘TOO  Years  After”  is  being  sent  regularly  to  approxi- 
mately 4,000  members  of  patriotic,  civic,  and  historical  groups  throughout  the 
United  States,  and  to  libraries  and  Government  agencies. 

State  centennial  commissions  have  been  established  in  23  States  to  date,  and 
our  campaign  to  secure  similar  groups  in  12  additional  States  is  now  pending 
before  State  legislatures. 
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An  advisory  council  of  distinguished  Americans  has  been  appointed  which  in- 
cludes over  500  members. 

A chronology  of  the  Cvil  War  listing  6,500  events  has  been  prepared  and  is 
listed  according  to  date  and  by  State.  This  list  is  of  tremendous  value  to  State 
commissions  throughout  the  country. 

A guide  for  the  observance  of  the  centennial  of  the  Civil  War  was  prepared 
and  has  been  distributed  to  members  of  the  Civil  War  Round  Tables,  patriotic, 
civic,  and  historical  groups  throughout  the  country. 

A speaker’s  bureau  has  been  maintained  and,  during  the  past  12  months,  we 
have  supplied  speakers  for  approximately  80  important  meetings  held  throughout 
the  country. 

We  have  prepared  a tape-recorded  program  in  cooperation  with  the  National 
Park  Service  for  use  by  historic,  patriotic,  and  civic  groups  throughout  the 
country. 

We  have  prepared  a handbook  entitled  “What  Does  the  Centennial  Mean  to 
You?”  for  distribution  through  the  great  corporations  and  keyed  to  their  radio, 
TV,  and  magazine  advertising. 

Under  authorization  of  the  National  Centennial  Commission,  our  second 
national  assembly  has  been  scheduled  for  Thursday  and  Friday,  April  16  and 
17,  1959,  at  the  Jefferson  Hotel  in  Richmond,  Va.  It  is  expected  that  some  three 
to  five  hundred  delegates  from  every  section  of  the  country  will  be  in  attendance 
to  discuss  detailed  plans  for  the  Commission’s  overall  program. 

We  have  submitted  and  secured  formal  approval  by  the  board  of  directors  of 
the  Metropolitan  Sunday  Newspapers,  Inc.,  of  a plan  to  publish  under  their 
sponsorship  a newly  written  newspaper  history  of  the  Civil  War.  This  story  is 
to  appear  in  five  annual  supplements  augmented  by  monthly  or  weekly  stories 
of  the  happenings  of  the  war.  The  cost  is  estimated  at  $25  million  and  the 
campaign  to  secure  the  funds  from1  leading  advertisers  is  to  be  conducted  by 
the  Metropolitan  Sunday  Newspapers,  Inc.,  with  our  cooperation. 

Legislation  has  been  introduced  in  the  Congress  providing  for  a Civil  War 
medal  to  be  sold  at  a profit  by  the  National  Commission.  However,  the  initial 
cost  of  production  must  be  advanced  by  the  Commission  at  a charge  of  approxi- 
mately $2,000. 

Recommendations  are  now  in  the  hands  of  the  Post  Office  Department  for  the 
printing  and  distribution  of  some  20  commemorative  stamps  to  be  issued  during 
the  centennial  years. 

If  the  House  reduction  is  sustained,  the  Commission  will  be  forced  to  take  the 
following  steps : 

1.  Reduce  the  centennial  staff  personnel. 

2.  Eliminate  all  travel  and  effective  aid  to  the  metropolitan  Sunday  news- 
papers to  carry  out  the  approved  national  educational  campaign. 

3.  Eliminate  at  least  two  issues  of  the  monthly  newsletter  during  the  next 
4 months. 

4.  Postpone  the  publication  of  the  new  handbook,  “What  Does  the  Civil  War 
Centennial  Mean  to  You?” 

5.  Immediately  discontinue  the  speaker’s  bureau. 

6.  Curtail  our  efforts  through  personal  contact  to  secure  appointment  of  State 
centennial  commissions  in  the  remaining  27  States. 

This  curtailment  in  1959  will  adversely  affect  our  program  for  1960  when 
we  will  be  faced  with  new  recruitment  problems,  and  a backlog  of  work  to  crowd 
into  1960  which  should  be  accomplished  in  1959  to  permit  a more  consistent  and 
effective  program. 

General  Statement 

Mr.  Grant.  Mr.  Chairman,  I am  U.  S.  Grant  III,  Chairman  of  the 
Civil  War  Centennial  Commission. 

Mr.  Chairman  and  members  of  the  committee,  may  I express  to  you 
my  deep  appreciation  of  your  courtesy  in  allowing  me  to  appear  before 
you  in  the  interest  of  the  supplemental  estimate  for  1959  of  the  Civil 
War  Centennial  Commission. 

I wish  first  of  all  to  endorse  without  qualification  the  statement 
presented  by  our  executive  director,  Mr.  Karl  S.  Betts;  he  has 
thoroughly  analyzed  the  situation  at  our  Commission. 
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I would  like  to  add  emphasis  to  one  part  of  his  statement,  and  that 
is  the  urgency  of  the  time  element  involved.  The  measure  of  success 
of  our.  nationwide  centennial  program  depends  upon  the  amount  of 
planning  and  organization  perfected  during  the  years  1959  and  1960. 
This  is  the  critical  time  for  us.  TCe  need  every  day  and  every  hour 

%,  %j  % m «/ 

to  insure  the  successful  inauguration  of  the  commemoration  in  1961. 

I feel  very  strongly  that  the  careful  planning  now  being  carried 
out  will  insure  the  success  of  the  undertaking  handed  over  to  us  by 
the  Congress.  But  we  must  keep  the  throttle  wide  open  for  the  next 
2 years  to  attain  the  success  that  the  centennial  of  the  Civil  War 
deserves. 

There  is  mounting  evidence  of  a tremendous  awakening  throughout 
the  country  to  the  importance  of  the  centennial  to  all  Americans.  TTe 
hope  to  recapture  something  of  the  pride  in  our  American  heritage 
which  was  dearly  bought  by  our  forebears. 

Many  of  the  Nation's  most  distinguished  citizens  are  working  with 
us  to  achieve  this  result.  Many  of  our  greatest  corporations  are 
taking  an  active  interest  in  preparing  to  solemnize  the  most  significant 
era  in  American  history.  Civic,  patriotic,  and  historical  groups 
throughout  the  land  have  warmly  endorsed  our  objectives  and  they 
are  entering  wholeheartedly  into  the  preparations  now  being  made. 

TTe  count  on  the  impulse  coming  from  the  grassroots,  from  local 
pride,  and  appreciation  of  their  State  history. 

I might  interpolate,  Mr.  Chairman,  that  one  reason  we  are  so  anxious 
to  have  the  observance  of  the  Civil  TCar  Centennial  Commission  come 
from  the  local  communities  and  States  is  that  we  hope  that  this  will 
be  done  without  any  additional  cost  to  the  authorized  amount  on  the 
Federal  appropriation. 

TTe  are  striving  to  take  advantage  of  this  centennial  as  an  oppor- 
tunity to  apprise  the  American  people  of  the  great  deeds  performed  by 
Americans  on  both  sides,  to  resuscitate  in  our  population  of  today  the 
heroic  impetus  of  our  forefathers,  which  led  them  to  accept  for  the 
principles  they  held  dearer  than  life  itself,  sacrifices  and  suffering 
and  battle  losses  greater  than  had  been  endured  before. 

Our  Commission  believes  that  this  is  not  a proper  occasion  for  cele- 
bration, but,  rather,  for  the  solemn  commemoration  of  the  events  and 
individual  heroism  displayed  by  American  citizen  soldiers  and  sailors 
during  the  greatest  and  most  tragic  crisis  through  which  our  country 
has  passed. 

As  steel  is  tempered  by  being  heated  to  red  heat,  so  the  American 
people  were  tempered  and  prepared  by  this  tragic  experience  to  be- 
come in  the  following  years  the  great  Nation  they  are  today,  and  a 
more  united  nation. 

A better  knowledge  and  appreciation  of  Civil  TTar  history  cannot 
but  inspire  the  Americans  of  today  to  greater  patriotism  and  enhanced 
pride  in  being  Americans. 

I respectfully  ask  that  the  Appropriations  Committee  give  favorable 
consideration  to  our  appeal  for  help  in  continuance  of  this  vitally 
important  program. 
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FINANCIAL  SITUATION 

Chairman  ITayden.  Thank  you,  General  Grant. 

I understand  Mr.  Karl  Betts,  executive  director  of  the  Commission, 
desires  to  make  a statement.  First,  I have  two  questions.  Including 
the  reappropriation  of  the  unobligated  balance  of  the  1958  appropria- 
t ion,  I understand  that  you  had  a total  of  $76,508  available  for  the  cur- 
rent year.  Is  that  correct? 

Mr.  Grant.  Yes. 

Chairman  Hayden.  How  much  of  this  sum  has  been  obligated  to 
date? 

Mr.  Grant.  That  is  practically  all  obligated  or  committed  to  date, 
sir.  Actual  obligations  on  the  books  through  March  total  $62,691. 
We  really  need  that  additional  amount  because  our  program  is  set 
up  in  the  hope  that  we  would  get  it. 

Chairman  Hayden.  Are  there  any  questions? 

Senator  Robertson.  Mr.  Chairman,  I want  to  express  the  appre- 
ciation of  the  people  of  Virginia,  the  pleasure,  in  which  the  first  battle 
of  the  Civil  War  was  fought,  in  which  the  last  battle  of  the  Civil  War 
was  fought,  and  in  which  more  battles  of  the  Civil  War  were  fought 
than  anv  other  one  State. 

I wish  to  express  our  pleasure  over  the  fact  that  the  grandson  of 
the  magnanimous  victor  at  Appomattox  is  heading  the  Commission. 

ENDORSEMENTS  OF  PROPOSAL 

I want  to  emphasize  the  statement  that  he  has  just  made  to  us,  that 
there  is  mounting  evidence  of  a tremendous  awakening  throughout 
the  country  to  the  importance  of  the  centennial  to  all  Americans,  and 
he  said  we  hope  to  recapture  something  of  the  pride  in  our  American 
heritage  which  was  so  dearly  bought  by  our  forefathers. 

I endorse  that  sentiment. 

Mr.  Chairman,  I have  reviewed  the  need  for  this  supplemental  with 
the  Executive  Director  of  this  Commission  and  another  friend  who 
is  familiar  with  the  work  and  I am  satisfied,  as  the  gentleman  has  said, 
with  the  current  appropriation  being  already  obligated,  we  need  the 
additional  amount  between  now  and  June  30  to  carry  forward  the 
plans  that  are  contemplated. 

The  Budget  has  recommended  it.  I am  afraid  that  the  House 
did  not  go  into  it  very  fully  when  they  denied  this  request.  I cer- 
tainly hope  that  our  committee  will  grant  the  request. 

I am  pleased  that  I can  be  here  today  to  hear  this  testimony  and 
to  endorse  the  proposal. 

Chairman  Hayden.  Senator  O’Mahoney? 

Civil  War  Centennial  Commission 

STATEMENT  OF  HON.  JOSEPH  C.  O’MAHONEY,  A UNITED  STATES 
SENATOR  FROM  THE  STATE  OF  WYOMING 

Endorsement  of  Application 

Senator  O’Mahoney.  Mr.  Chairman,  both  as  a Member  of  the 
Senate  and  as  a member  of  the  Civil  War  Commission,  I would  like 
to  endorse  the  application  which  has  been  made  here.  This  sum  of 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959  171 


$23, 000-plus  is  necessary  for  the  preparation  which  the  Commission 
has  in  mind  for  the  beginning  of  the  celebration.  I do  not  know 
whether  Mr.  Betts  has  called  attention  to  the  fact  that  the  Commis- 
sion has,  for  example,  arranged  with  a syndicate  of  newspapers 
throughout  the  country — the  Washington  Star  here  in  Washington 
is  one  of  these  papers — which  will  engage  in  a publicity  campaign  to 
tell  the  story  of  this  war  in  the  manner  which  has  been  planned  by  the 
Commission  and,  as  Senator  Robertson  has  so  well  said  just  now,  to 
reveal  the  national  heritage  which  all  peoples,  north  and  south,  have 
obtained  from  this  history. 

The  newspaper  publicity  will  probably  cost  the  press,  without  a 
single  dollar  assessed  against  the  Commission,  about  $25  million  to 
get  this  story,  but  the  members  of  our  staff  have  to  make  the  travels 
throughout  the  country. 

I wrote  a letter  to  the  chairman  under  date  of  April  1,  1959,  ex- 
plaining in  some  additional  detail  why  I feel  this  appropriation  should 
be  granted. 

I will  ask  the  chairman  if  that  letter  may  be  made  a part  of  the 
record. 

Chairman  Hayden.  That  may  be  done. 

(The  letter  referred  to  follows:) 

United  States  Senate, 
Washington,  D.G.,  April  1 , 1959. 

Hon.  Carl  Hayden, 

Chairman , Committee  on  Appropriations, 

'U.S.  Senate,  Washington,  D C. 

Dear  Carl:  In  considering  the  budget  estimates  for  the  second  supplemental 
appropriation  (H.R.  5916),  the  House  of  Representatives  denied  the  request  of 
the  Civil  War  Centennial  Commission,  of  which  I am  a member,  for  a supple- 
mental appropriation  of  $23,492  for  fiscal  1959. 

The  supplemental  appropriation  of  $23,492  would  bring  the  Commission’s  ap- 
propriations for  fiscal  1959  to  the  $100,000  authorized  by  law.  Failure  to  ap- 
propriate the  sum  will  bring  difficulties  to  the  Commission  out  of  all  proportion 
to  saving  to  the  Government.  The  observance  of  the  centennial  will  begin  in 
1961,  but  the  more  crucial  time  for  planning  is  calendar  years  1959  and  1960. 

Two  important  projects  will  bear  the  brunt  of  the  loss  of  the  $23,492.  The 
Commission  is  on  the  verge  of  closing  an  arrangement  with  the  Metropolitan 
Sunday  Newspapers,  Inc.,  a service  organization  to  40  of  the  Nation’s  leading 
newspapers,  including  the  Washington  Sunday  Star  and  Chicago  Tribune,  for 
the  publication  during  the  centennial  of  a Sunday  supplement  depicting  the 
events  of  the  Civil  War.  This  is  a $25  million  project,  the  cost  of  which  will  be 
borne  by  the  newspaper  syndicate.  The  Commission,  however,  needs  travel 
money  and  personal  services  for  the  purpose  of  assisting  in  the  organization  of 
this  enterprise.  Funds  to  assist  in  getting  this  project  underway  were  included 
in  the  $23,492  which  the  House  of  Representatives  did  not  allow. 

The  second  major  project  which  will  be  handicapped  is  the  publication  of  a 
booklet  “What  the  Civil  War  Centennial  Means  to  You.”  This  is  important 
literature  in  the  Commission’s  program  to  stimulate  local  participation  in  the 
centennial  observance.  Delay  in  its  publication  will  mean  delay  in  the  planning 
at  local  levels. 

The  Commission  has  asked  for  an  appropriation  of  $100,000,  its  full  authori- 
zation for  fiscal  1960  and  that  sum  has  been  included  in  H.R.  5915,  the  appro- 
priation for  the  Department  of  the  Interior  and  related  agencies,  but  its  pro- 
grams will  be  severely  handicapped  without  commensurate  saving  to  the  Gov- 
ernment if  the  supplemental  $23,492  cannot  be  restored  in  the  Senate. 

I believe  such  restoration  is  in  the  public  interest  and  hope  that  you  can  give 
the  item  special  consideration  when  it  comes  before  the  Appropriations  Com- 
mittee. 

With  kind  personal  regards. 

Sincerely  yours, 


Joseph  C.  O’Mahoney. 
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Letter  From  Senator  Morton 


Tho  Chairman.  I have  received  a letter  from  Senator  Morton,  also 
a member  of  the  Commission,  in  support  of  the  funds  requested  for 
t he  Commission.  This  letter  will  be  included  in  the  record. 

(The  letter  referred  to  follows:) 

U.S.  Senate, 

Committee  on  Post  Office  and  Civil  Service, 

March  2 It,  1959. 

Hon.  Carl  Hayden, 

U.S.  Senate,  Washington,  D.G. 


Dear  Senator  Hayden  : The  Civil  War  Centennial  Commission  is  asking  for 
$23,492  in  a supplemental  appropriation  bill.  This  amount  comes  under  the 
authorization  of  Public  Law  85-918.  That  authorization  was  for  $100,000.  The 
supplemental  request  represents  the  unappropriated  balance  of  that  authoriza- 
tion. 

I happen  to  be  a member  of  the  Commission  and  I honestly  feel  that  it  is 
doing  a good  job  and  is  particularly  careful  in  its  expenditures  of  the  taxpayer’s 
money.  Maj.  Gen.  U.  S.  Grant,  the  Chairman,  and  the  Honorable  William  M. 
Tuck,  of  Virginia,  Vice  Chairman,  are  both  riding  herd  on  expenditures. 

The  House  rejected  the  request  for  a supplemental  appropriation  but  I am 
hopeful  that  the  Senate  will  not  only  restore  it  but  fight  for  it  in  conference. 

With  best  wishes. 

Sincerely  yours, 


Thruston  B.  Morton. 


restoration  requested 


Chairman  Hayden.  Mr.  Betts  you  may  proceed. 

Mr.  Betts.  Mr.  Chairman  and  members  of  the  committee,  may  I 
express  the  very  genuine  appreciation  of  the  Centennial  Commission 
for  this  opportunity  to  present  for  your  consideration  some  additional 
facts  which  we  hope  will  justify  your  favorable  consideration  in  the 
matter  of  restoring  the  supplemental  appropriation  for  1959  for  our 
Commission. 

First  of  all,  I would  like  to  call  particular  attention  to  the  over- 
whelming importance  to  us  of  the  time  remaining  for  our  planning 
before  the  inauguration  of  the  centennial  program  in  1961.  It  is 
now  rather  than  2 years  hence  that  the  real  work  of  planning,  co- 
ordinating, and  of  arousing  the  public’s  interest  in  the  observances 
must  be  carried  out. 

The  years  1959  and  1960  are  the  critical  years  of  organization  so 
far  as  we  are  concerned.  We  must  keep  our  activities  at  full  scale 
from  this  day  on  in  order  to  meet  our  responsibilities. 

Second,  the  Centennial  Commission  readily  recognizes  the  im- 
portance of  decentralizing  our  activities,  that  is,  we  can  effectively 
organize  a great  national  program  only  through  utilizing  local  and 
State  organizations.  For  this  reason,  we  have  given  major  emphasis 
to  the  establishment  of  State  centennial  commissions:  24  of  these  have 
been  organized  and  as  many  more  are  in  the  course  of  being  established. 
This  organization  work  costs  both  time  and  staff  work  and  it  should 
be  completed  now. 

ADVISORY  COUNCIL 

We  are  also  completing  the  appointment  of  some  600  distinguished 
Americans,  distributed  throughout  the  country,  to  our  advisory 
council,  with  the  thought  in  mind  that  we  must  depend  upon  local 
representatives  in  the  States  to  insure  a proper  nationwide  seines  of 
observances  in  every  section  of  the  country. 
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These  have  been  two  of  our  major  activities,  which  I have  summar- 
ized in  detail  in  a more  lengthy  report  sent  recently  to  each  member  of 
this  committee. 

I feel  that  it  is  imperative  for  me  to  point  out  to  this  committee  that 
if  the  requested  supplemental  budget  is  not  restored,  we  must  face  an 
immediate  reduction  in  our  small,  but  efficient,  centennial  staff  per- 
sonnel, the  elimination  of  all  travel  and  the  promotion  of  our  program, 
and  the  postponement  of  the  publication  of  important  educational 
booklets  and  our  monthly  newsletter. 

Gentlemen,  I should  like  to  impress  upon  you  this  point : We  are 
operating  with  a staff  of  only  six.  A part  of  this  supplemental  fund 
of  $23,492,  to  be  exact,  $5,268,  goes  to  cover  a 10  percent  increase  in 
salaries  authorized  by  congressional  act.  This  leaves  $18,224  which 
we  need  immediately  to  bring  our  planning  up  to  the  pace  necessary 
for  us  to  have  the  Nation  prepared  for  the  centennial  beginning  in 
1961,  as  pointed  out  by  Senator  O’Mahoney. 

Possibly  the  most  damaging  thing  to  our  national  campaign  will  be 
a 3-month  postponement  of  travel  and  liaison  work  with  the  Metro- 
politan Sunday  Newspapers  Syndicate  with  whom  we  have  been  work- 
ing for  some  months,  which  is  preparing  for  the  publication  of  a com- 
pletely new  history  of  the  Civil  War  to  be  published  in  five  annual 
installments.  The  syndicate  referred  to  has  a circulation  of  some 
17,500,000  and  its  board  of  directors  has  formally  agreed  to  undertake 
the  sponsorship  of  this  newspaper  history  of  the  war,  to  be  written 
by  a distinguished  editorial  board. 

It  is  estimated  that  the  production  and  distribution  of  this  illus- 
trated supplemental  will  cost  approximately  $25  million.  The  cost,  it 
is  anticipated,  will  be  borne  by  the  Nation’s  leading  advertisers. 

In  conclusion,  I would  like  to  state  again  that  a curtailment  of 
our  program  at  this  time  for  lack  of  funds  will  present  us  with 
new  recruitment  problems  and  a.  backlog  of  work  to  crowd  into 
1960,  which  should  be  completed  in  1959,  to  carry  out  effectively  a 
national  educational  campaign. 

Senator  Ellender.  Mr.  Chairman,  may  I ask  a question  ? 

Chairman  Hayden.  Senator  Ellender. 

PREVIOUS  REQUEST 

Senator  Ellender.  Mr.  Betts,  what  was  your  request  in  1959, 
the  full  $100,000? 

Mr.  Betts.  What  is  that,  sir  ? 

Senator  Ellender.  What  was  your  request  for  the  1959  appropri- 
ation ? 

Mr. . Betts.  We  asked  for  the  full  authorized  sum  of  $100,000, 
including  the  $23,492  requested  here. 

Senator  Ellender.  The  Congress  gave  you  the  $76,508  ? 

Mr.  Betts.  That  is  correct,  sir. 

Senator  Ellender.  Notwithstanding  that,  you  set  your  plans  to 
expend  the  full  $100,000  as  you  have  just  stated. 

Mr.  Betts.  Yes,  sir. 

Senator  Ellender.  This  Commission  has  been  in  operation  only 
during  this  fiscal  year. 

Mr.  Betts.  We  opened  our  headquarters  on  April  1,  a year  ago. 
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Senator  Ellender.  So  that  you  received  an  appropriation  aside 
from  this  one? 

Mr.  Betts.  We  had  an  original  appropriation. 

Senator  Ellender.  How  much  was  it? 

Mr.  Betts.  $37,000. 

Senator  Ellender.  Was  that  out  of  the  $100,000  authorization  for 
this  fiscal  year? 

Mr.  Betts.  No,  sir;  that  first  appropriation  only  covered  the  4 
months  remaining  in  fiscal  1958. 

Senator  Ellender.  On  the  basis  of  $100,000  ? 

Mr.  Betts.  Hardly  that,  sir.  They  simply  took  a flat  sum  of 
$37,000  of  which  we  actually  expended  $23,500.  We  did  not  expend 
$13,508  last  year. 

Senator  Ellender.  In  all  events,  though,  the  Commission  was 
authorized,  as  I understand,  to  spend  as  much  as  $100,000  per  year? 

Mr.  Betts.  That  is  correct. 

Senator  Ellender.  This  is  to  run  for  3 years  from  the  enactment  of 
the  Authorization  Act  ? 

Mr.  Betts.  Yes,  sir ; to  the  end  of  the  centennial. 

Chairman  Hayden.  We  thank  you  and  the  gentlemen  for  your 
presentation. 

Mr.  Betts.  Thank  you,  Mr.  Chairman. 

FREE  PUBLICITY 

Senator  Robertson.  Before  the  witness  leaves  the  stand,  I want  to 
mention  again  the  necessity  for  this  supplemental  item  in  order  to 
get  newspaper  publicity  which  you  said  would  be  worth,  if  you  had 
to  buy  it,  $25  million. 

Would  you  mention  that  again,  how  would  this  tie  in  with  that 
plan  to  get  $25  million  of  national  publicity  free  ? 

Mr.  Betts.  Senator  Robertson,  in  order  to  carry  out  the  plans  for 
that  Sunday  supplemental,  the  metropolitan  Sunday  newspapers  have 
asked  the  Commission  to  supply  personnel,  unlimited  historical  in- 
formation, a lot  of  preparation  and  travel  to  assist  them  in  presenting 
this  to  the  great  national  advertisers  of  the  United  States. 

Senator  Robertson.  Thank  you. 

Chairman  Hayden.  We  thank  you,  gentlemen. 

I might  say  that  I have  a personal  interest  inasmuch  as  I had  two 
uncles  in  the  Confederate  Army.  One  was  killed  at  Shiloh. 

My  grandfather  was  caught  carrying  dispatches  across  the  Mis- 
sissippi River  at  Memphis,  the  Mississippi  at  that  time  being  block- 
aded, and  was  imprisoned  for  a time  after  having  been  caught. 

Thank  you. 

Mr.  Grant.  Thank  you,  Mr.  Chairman. 
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DEPARTMENT  OF  THE  INTERIOR 
Increased  Pat  Costs 

STATEMENT  OF  D.  OTIS  BEASLEY,  ADMINISTRATIVE  ASSISTANT 

SECRETARY,  OFFICE  OF  THE  SECRETARY;  ACCOMPANIED  BY 

SIDNEY  D.  LARSON,  DIRECTOR,  DIVISION  OF  BUDGET  AND 

FINANCE 

House  Action 

Chairman  Haydex.  The  increases  granted  to  Government  employees 
by  the  Congress  total  825, 300,000,  in  round  figures,  for  the  Department 
of  the  Interior. 

Of  this  total  the  Department  absorbed  $12  million,  requested  sup- 
plemental appropriations  totaling  $11,500,000,  and  requested  trans- 
fer authority  for  the  balance  of  some  $1,700,000. 

The  House  committee  recommended,  and  the  House  approved,  a 
general  10-percent  reduction  in  funds  for  these  increased  pay  costs. 
The  total  reduction  is  $1,328,680,  and  the  Department  is  asking  this 
committee  to  restore  $1,113,630  of  this  reduction. 

Inasmuch  as  every  agency  of  the  Department  is  concerned,  I have 
asked  Secretary  Beasley  to  explain  the  situation  to  the  committee 
on  a departmental  basis,  rather  than  going  into  each  appropriation. 

You  may  proceed,  Mr.  Secretary. 

General  Statement 

Mr.  Beasley.  It  is  a pleasure  to  appear  before  your  committee  to 
discuss  the  effects  of  the  House  action  with  regard  to  the  funds  re- 
quested in  fiscal  year  1959  to  provide  for  the  increases  necessitated 
by  the  Pay  Act  of  1958. 

The  requests  for  this  purpose  were  included  in  two  documents, 
House  Document  58  and  House  Document  90. 

The  total  estimated  cost  of  the  pay  increase  for  the  program  carried 
on  under  direct  appropriations  of  the  Department  of  the  Interior  is 
estimated,  as  you  stated,  to  be  $25,328,953.  The  amount  absorbed 
prior  to  submission  of  the  estimate  to  Congress  totaled  812,038.653, 
and  provisions  for  transfer  of  81,706,000  from  other  accounts  left  a 
balance  of  $11,581,300  to  be  appropriated. 

The  House,  in  acting  on  the  second  supplemental  appropriation  bill, 
1959,  reduced  the  various  accounts  in  the  aggregate  of  81,328,680. 

In  reviewing  the  effect  of  the  House  action,  and  taking  into  account 
the  status  of  programs,  we  find  it  possible  to  absorb  an  additional 
amount  of  $215,050.  Thus,  restoration  is  being  requested  of 
$1,113,630. 

EFFECT  OF  REDUCTION 

The  effect  of  the  House  reduction,  if  the  funds  requested  are  not 
restored,  is  varied  depending  upon  the  program  involved.  For  the 
appropriations  covering  salaries  and  expenses  the  reduction  will  re- 
sult, in  some  instances,  of  furloughing  employees  or  delay  the  filling 
of  vacancies  that  are  necessarv  to  carrv  out  the  administrative  fune- 

%r 

tions,  or  cut  other  expenses,  such  as  travel,  below  the  minimum  neces- 
sarv to  effectivelv  carrv  out  the  functions  of  the  offices  involved. 
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As  examples,  the  Office  of  Oil  and  Gas  will  not  be  able  to  hire  the 
necessary  people  to  meet  the  requirements  of  the  oil  import  program, 
which  has  now  been  made  mandatory  by  Executive  order. 

The  Office  of  the  Solicitor  will  be  required  to  furlough  a number 
of  people,  with  the  resultant  curtailment  of  essential  legal  services. 

Like  situations  will  occur  in  the  general  administrative  expense 
items  for  some  of  the  bureaus. 

A brief  outline  of  the  effect  is  shown  in  the  remarks  on  the  tabulation 
that  I request  to  be  made  part  of  the  record. 

( hairman  Hayden.  That  tabulation  will  be  included  in  the  record. 

(The  tabulation  referred  to  follows:) 


Department  of  the  Interior 

Analysis  of  pay-increase  allowances  and  restorations  requested , supplemental  appropriations  estimate , fiscal  year  1959  ( H . Docs.  58  and  90) 
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EFFECT  ON  REDUCTION  ON  PROGRAM  ACTIVITIES 

M r.  Beasley.  The  effect  of  the  reduction  for  the  program  activities 
will  result  in  curtailing  the  employment  of  field  forces,  which  nor- 
mally increases  in  the  last  quarter  preparatory  to  carrying  out  the 
normal  seasonal  expension  of  our  field  activities. 

In  the  instance  of  Geological  Survey,  it  is  proposed  that  certain 
other  expenses,  and  an  aerial  photographic  contract  be  deferred  in 
order  to  provide  sufficient  field  forces  for  the  increased  seasonal  work- 
load. 

It  is  more  difficult  to  make  adjustments  this  late  in  the  fiscal  year 
without  having  serious  effect  on  the  programs.  The  very  nature  of 
Interior’s  operations  is  such  that  normal  increases  in  workload  will 
occur  in  the  last  part  of  any  fiscal  year  and  carry  through  the  sum- 
mer and  fall  months  of  the  succeeding  fiscal  year. 

A reduction  in  force  is  not  economical  since  terminal  leave  must 
be  paid  in  many  instances,  which  further  reduces  the  effectiveness  of 
such  procedure. 

Another  serious  effect  is  that  beginning  in  the  next  fiscal  year,  a 
few  short  months  away,  it  will  be  necessary  to  employ  additional 
people  to  carry  out  the  seasonal  programs  as  approved  by  the  House. 
This  means  that  employees  who  have  been  trained  to  carry  on  their 
activities  will  be  lost,  which  will  undoubtedly  require  the  training  of 
new  employees,  thus  delaying  work  and,  at  least  temporarily,  causing 
the  work  to  be  conducted  in  a less  efficient  manner. 

As  the  committee  knows,  the  appropraitions  for  the  Department 
were  apportioned,  pursuant  to  law,  on  a basis  which  indicated  the 
necessity  for  a supplemental  appropriation.  Accordingly,  obliga- 
tions have  been  incurred  during  the  past  9 months  at  a rate  consistent 
with  the  approved  apportionments.  To  be  faced  with  a reduction  at 
this  late  date  in  the  fiscal  year  would  cause  a serious  imbalance  in  pro- 
grams for  the  last  quarter  of  the  year  at  a time  when  normal  seasonal 
increases  in  workload  occur. 

We  are,  of  course,  anxious  to  make  any  savings  that  are  possible 
without  seriously  affecting  the  administration  in  carrying  out  its  es- 
sential programs.  We  believe  that  the  restorations  requested  are 
necessary  to  properly  carry  out  the  Department’s  responsibilities. 

Mr.  Chairman,  in  addition  to  what  has  been  presented  in  the  pre- 
pared statement,  I wish  to  make  several  other  comments. 

First,  the  seriousness  of  a reduction  of  approximately  10  percent  in 
the  supplemental  estimates  for  pay  increases  is  best  illustrated  by  the 
effect  of  having  to  absorb  such  a reduction  in  the  last  3 months  of  the 
fiscal  year. 

SUPPLEMENTAL  APPROPRIATIONS  ANTICIPATED 

As  I pointed  out  in  the  prepared  statement,  our  programs  have  been 
planned  in  anticipation  of  supplemental  appropriations  as  contem- 
plated by  the  Pay  Act  of  1958.  A reduction  of  the  10  percent  of  total 
estimates  required  for  the  entire  fiscal  year  is  in  reality  a reduction 
of  40  percent  in  the  amount  required  for  the  last  3 months  of  the  fiscal 
year. 

It  should  also  be  understood  that  the  reduction  amounts  to  a re- 
quired saving  in  personal  services  of  about  4 percent  in  the  last  3 
months. 
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Obviously,  such  a reduction  cannot  be  made  except  at  the  cost  of 
the  programs  involved. 

In  many  instances,  a reduction  in  positions  would  be  necessary  to 
accomplish  a saving  of  4 percent  hi  the  total  cost  of  all  personal  serv- 
ices during  the  last  3 months. 

It  is  impractical  to  effect  a reduction  in  positions  now  filled  because, 
as  I pointed  out  in  the  prepared  statement,  to  do  so  would  entail  the 
payment  of  terminal  leave  and  this  would  add  to  the  total  number 
of  positions  that  would  have  to  be  abolished. 

In  addition,  bumping  rights  will  be  involved,  and  it  is  doubtful  that 
the  rights  of  the  employees  can  be  protected  in  the  short  period  of 
time  available. 

The  only  other  alternative  remaining  would  be  to  furlough  all  or 
as  many  employees  as  would  be  necessary  to  bring  about  the  savings 
required.  This  would  be  inequitable  to  the  employees  for  the  reason 
that  they  would  be  denied  the  very  salary  increases  which  were  in- 
tended bv  the  Pav  Act  of  1959. 

EFFECT  OX  SEASONAL  EMPLOYMENT 

In  other  instances  we  would  have  to  forego  the  employment  of 
seasonal  employees  essential  to  the  work  program  for  the  remaining 
3 months  of  the  fiscal  year. 

I cannot  forecast  accurately  the  consequences  from  our  inability  to 
employ  reasonal  employees.  However,  let  me  cite  a few  illustrations 
of  the  results  if  this  becomes  necessary. 

The  Bureau  of  Land  Management  would  be  unable  to  act  on  several 
hundred  applications  for  the  lease  of  public  lands  and  as  much  as 
$120,000  would  be  lost  in  revenues,  far  in  excess  of  the  saving  in  the 
reduction  in  pay  act  costs. 

It  would  mean  that  as  much  as  210.000  acres  of  grazing  land  would 
not  be  surveyed,  thereby  adversely  affecting  the  interest  of  the  stock- 
men  using  such  lands. 

There  would  also  be  a reduction  in  the  sale  of  timber  from  the 
public  domain  with  an  estimated  loss  of  $65,000  in  receipts,  again 
an  amount  in  excess  of  the  pay  act  cost  involved. 

The  National  Park  Service  would  also  experience  a heavy  loss  in 
service  to  visitors  to  the  park  areas,  such  as  seasonal  interpretative 
personnel  needed  in  May  and  June  for  the  heavy  influx  of  school 
groups. 

In  addition,  the  inability  to  employ  temporary  rangers,  naturalists, 
historians,  and  others,  will  result  in  many  instances,  in  our  inabilitv 
to  recruit  at  a later  date  because  available  applicants  will  have  taken 
other  summer  jobs. 

It  is  estimated  that  as  much  as  $140,000  admission  fees  would  be  lost 
through  out  inability  to  man  entrance  stations  full  time. 

Geological  Survey  would  be  required  to  defer  aerial  photography 
of  11.500  square  miles,  also  to  defer  printing  and  reproduction  of 
geological  reports  and  the  initiation  of  geological  work  on  field 
locations. 

The  Geological  Survey  would  be  required  to  reduce  the  number  of 
inspections  of  mines,  wells,  and  leases  on  Federal  lands  and  on  Indian 
lands. 
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The  Bureau  of  Mines  would  be  confronted  with  the  necessity  of 
reducing  inspection  of  mines  under  its  health  and  safety  program. 

Mr.  Chairman,  I believe  there  illustrations  are  representative  of 
the  results  of  the  reductions.  I have  not  made  references  to  other 
programs  in  the  Department  that  would  also  be  adversely  affected  by 
the  absorption  of  additional  pay  act  costs,  but  I shall  be  glad  to 
respond  to  any  questions  that  the  members  of  the  committee  may  have. 

Chairman  IIayden.  To  me  the  situation  is  very  simple.  The  Con- 
gress provided  adequate  funds  to  carry  out  the  various  programs  of 
the  Department  at  what  it  considers  to  be  the  proper  level.  Then  the 
Congress  granted  all  employees  a 10-percent  raise  in  pay,  and  in  effect 
told  the  Department  to  go  ahead  with  the  approved  program,  and  we 
will  provide  the  additional  funds  for  the  pay  increases  later. 

Now,  if  the  funds  requested  by  the  Department  are  not  provided 
there  will  have  be  a curtailment  in  many  programs  of  the  Department. 
As  you  pointed  out  such  a curtailment  in  many  activities  will  actually 
result  in  loss  of  revenue  in  excess  of  the  funds  requested. 

Of  course,  you  are  now  at  the  time  when  you  have  to  employ  a 
number  of  seasonal  employees  for  fire  protection,  park  management, 
and  other  seasonal  activities. 

As  you  have  stated,  the  Department  cannot  carry  out  the  programs 
that  Congress  provided  for  unless  you  have  these  additional  funds 
needed  to  meet  these  increased  pay  costs. 

Mr.  Beasley.  That  is  correct,  Mr.  Chairman. 

Chairman  Hayden.  Are  there  any  questions? 

If  not,  we  thank  you,  gentlemen. 

Mr.  Beasley.  Thank  you,  Mr.  Chairman. 

Bureau  of  Land  Management 

STATEMENT  OF  JAMES  P.  BEIRNE,  ASSISTANT  DIRECTOR,  BUREAU 

OF  LAND  MANAGEMENT,  ACCOMPANIED  BY  CHARLES  P.  MEAD, 

ASSISTANT  DIRECTOR 

Supplemental  Estimate 

Chairman  Hayden.  We  have  just  received  a document  from  the 
Bureau  of  the  Budget  that  includes  a supplemental  estimate  of 
$100,000  for— 

Management  of  lands  and  resources,  Bureau  of  Land  Management:  The 
funds  requested  are  to  be  derived  by  transfer  from  the  appropriation  entitled 
“Office  of  Minerals  Exploration.” 

The  justifications  will  be  included  in  the  record  at  this  point,  and 
you  may  proceed,  Mr.  Beirne. 

(The  justifications  referred  to  follow :) 

Bureau  of  Land  Management 

MANAGEMENT  OF  LANDS  AND  RESOURCES 

(House  hearings,  pp.  675-680) 


Appropriation,  1959 $23,  075,  000 

Supplemental  estimate,  1959 3, 914, 000 

House  allowance. 3,  682, 600 

Restoration  and  additional  request 205,000 
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(P.  21,  line  17) 

Amendments  requested : 

(1)  Page  21,  line  17,  strike  out  “$3,682,600”  and  insert  in  lieu  thereof  “$3,887,- 
600 ”,  an  increase  of  $205,000  in  the  appropriation. 

(2)  Page  21,  line  17,  after  the  amount,  add  the  following: 

“,  to  be  derived  by  transfer  from  the  appropriation  ‘ Salaries  and  Expenses, r 
Office  of  Minerals  Exploration,  fiscal  year  1959 ” 

HOUSE  REPORT 

The  amount  of  $100,000  requested  for  addition  to  the  bill  was  not  considered 
by  the  House. 

In  its  consideration  of  the  $3,814,000  contained  in  the  House  Document  58, 
the  House  report  stated  as  follows: 

“The  $3,682,600  recommended  for  the  Bureau  of  Land  Management  includes 
the  full  increase  of  $2,500,000  for  firefighting  costs  on  public  domain  lands  in 
the  Western  States  and  Alaska.  The  $1,182,600  balance  for  Pay  Act  costs  has 
been  reduced  by  $131,400.” 


JUSTIFICATION 

Explanation  of  amendment. — (1)  The  amendment  adds  $100,000  which  was 
requested  in  Senate  document  and  restores  $105,000  of  the  $131,400  reduction  for 
ray  costs  made  by  the  House.  This  amount  is  distributed  by  activities  as 
follows : 


Activity 

Appropria- 
tion, 1959 

Supplemental 

estimate, 

1959 

House 

allowance 

Restoration 
and  addi- 
tional request 

1.  Lease  and  disposal  of  land  and  mineral  re- 

sources  

2.  Management  of  grazing  lands 

3.  Forestry  

4.  Cadastral  survevs  

$6,  279, 400 
2.413.500 
5. 154.  000 

2.  367.  500 

3,  717,  700 

400.000 
50,000 

250.000 
1, 059,  000 
1,383,900 

$459,  700 
187,600 
362, 100 
145,500 
116.300 
2,500,000 

$413,  700 
168,800 

235.900 

130.900 
104,700 

2,500,000 

$34,600 

18,800 

126,200 

5.  Soil  and  moisture  conservation 

6.  Fire  suppression  

11,600 

7.  Maintenance  of  phvsical  facilities 

8.  Maintenance  of  access  roads. 

9.  Weed  control 

10.  General  administration 

Total 

4,000 
21, 100 
117,  700 

3.  600 
19.000 
106,000 

2.100 

11,700 

23, 075, 000 

3,  914, 000 

3,  682,  600 

205,000 

A breakdown  of  the  requested  amendment  by  objects  of  expenditure  follows : 


01  Personal  services $128,  200 

02  Travel 9,  000 

07  Other  contractual  services 5, 000 

08  Supplies  and  materials 5, 000 

09  Equipment 50,  000 

11  Grants,  subsidies,  and  contributions 7,  800 


Total 205,  000 


Additional  amount  for  forestry,  O.  & C.  lands,  $100,000 

The  1960  estimate  for  this  item  forecast  timber  sales  offerings  of  837  million, 
board  feet.  The  compilation  of  forest  inventory  data  recently  completed  shows 
a total  of  1 billion  board  feet  that  can  be  offered  for  sale  in  1960  an  increase  of 
163  million  board  feet  over  the  amount  stated  in  the  1960  estimate. 

The  purpose  of  this  request  for  an  additional  amount  of  $100,000  for  1959  is 
to  permit  the  Bureau  to  recruit  the  additional  staff  and  acquire  the  necessary 
equipment  before  the  end  of  the  fiscal  year  so  that  no  time  will  be  lost  in  getting 
the  enlarged  program  underway  in  1960.  Fifty  foresters  and  forestry  aids  will 
be  needed. 

Restoration  for  pay  increases,  $105,000 

The  House  allowed  $1,182,600  for  costs  of  pay  increases  under  Public  Law 
85-^62,  a reduction  of  $131,400  from  the  estimate.  The  Bureau  can  absorb 
$26,400  of  this  amount  without  seriously  damaging  programs  but  the  balance 
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of  $105,000  should  be  restored  to  prevent  drastic  curtailment  of  essential  travel 
and  hiring  of  seasonal  employees  so  necessary  to  fieldwork. 

The  fieldwork  of  the  Bureau  is  seasonal  in  nature  and  is  resumed  with  the 
advent  of  spring.  Field  examinations  required  for  land  and  mineral  applica- 
tions are  started  in  areas  closed  during  the  winter.  Forest  inventory  and  timber 
sales  are  underway  again  and  cadastral  survey  parties  take  to  the  field.  Prepa- 
rations are  made  for  livestock  to  enter  the  range  lands  and  the  soil  and  moisture 
and  weed  control  work  is  pushed  while  there  is  a high  moisture  content  in  the 
soil. 

The  work  of  the  Bureau  has  proceeded  throughout  the  year  on  the  basis  of 
the  full  program  approved  by  the  Congress.  A reduction  of  $105,000  at  the  last 
quarter  of  the  year  cannot  be  absorbed  without  seriously  disturbing  going  work 
and  without  detriment  to  the  1960  program. 

Explanation  of  amendment. — (2)  This  amendment  provides  for  the  insertion 
of  language  which  would  transfer  the  amount  requested  as  indicated  in  the  ex- 
planation of  amendment  (1)  from  the  appropriation  “Salaries  and  expenses, 
Office  of  Minerals  Exploration,”  fiscal  year  1959. 

Mr.  Beirne.  Thank  you,  Mr.  Chairman. 

It  is  a pleasure  to  appear  before  this  committee  to  explain  our  re- 
quest for  $100,000  for  forestry  activities  on  Oregon  and  California 
grant  lands,  and  $1  million  for  road  construction  on  these  lands. 

Restoration  of  funds  for  pay  increases  has  been  discussed  by  the 
Administrative  Assistant  Secretary. 

FORESTRY  O.  & C.  LANDS 

The  request  of  $100,000  is  for  recruiting  a staff  to  offer  1 billion 
board  feet  of  timber  in  fiscal  year  1960.  Forestry  inventory  data  was 
not  expected  to  be  completed  until  fiscal  year  1960.  However,  eco- 
nomic conditions,  with  considerable  unemployment  in  the  O.  & C.  area 
indicated  a need  to  accelerate  the  inventory  which  has  just  been  com- 
pleted. It  indicates  an  allowable  cut  of  874.2  million  board  feet  and 
with  125.8  million  board  feet  not  chargeable  to  the  allowable  cut,  we 
can  offer  1 billion  board  feet  during  the  next  fiscal  year. 

The  additional  funds  requested  will  be  used  to  tool  up  so  we  can 
move  forward  in  1960  on  our  enlarged  sales  program  without  delay. 

It  is  planned  to  recruit  50  additional  foresters  and  forestry  aids  and 
purchase  some  necessary  equipment  this  fiscal  year.  Otherwise  a 
good  part  of  the  1960  field  season  will  be  lost  before  effective  work 

offer  will  return  $4,750,000 
in  receipts  in  1960,  of  which  $1,187,500  will  be  net  to  the  Treasury. 
This  item  has  not  been  considered  by  the  House. 

Construction 

Chairman  Hayden.  Included  in  the  document  received  today  is  a 
supplemental  estimate  of  $1  million  for  “Construction,  Bureau  of  Land 
Management.” 

These  funds  are  for  the  construction  of  additional  roads  on  the 
O.  & C.  lands. 

The  justifications  will  be  included  in  the  record. 

(The  justifications  referred  to  follow:) 


can  begin. 

The  additional  stumpage  we  propose  to 
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Bureau  of  Land  Management 

CONSTRUCTION 


Appropriation,  1959 $4,  685,  000 

Supplemental  estimate,  1959 1,  000,  000 

House  allowance 

Additional  request 1,  000,  000 


(P.  21,  after  line  17) 

Amendment  requested : 

Page  21,  after  line  17,  insert  tlie  following : 

“ ‘construction’ 

“ For  an  additional  amount  for  ‘ Construction ,’  $1,000,000,  to  remain  available 
until  expended 

The  amount  requested  for  addition  to  the  bill  was  not  considered  by  the  House, 

JUSTIFICATION 


The  proposed  addition  to  the  bill  is  distributed  to  the  following  activities : 


Activity 

Appropria- 
tion, 1959 

Supplemental 

estimate, 

1959 

House 

allowance 

Additional 

request 

1.  Access  roads - 

$4,335,000 

250.000 

100.000 

$1, 000, 000 

$1,  ooo,  OOO 

2.  Buildines  

3.  Recreational  facilities 

Total - 

4,  685, 000 

1,000,000 

1,000,000 

A breakdown  of  the  additional  request  by  objects  of  expenditures  follows: 

10  Lands  and  structures $1,  000,  000 

Access  roads,  0.  & C.  lands 

An  additional  amount  of  $1  million  is  requested  for  fiscal  year  1959  to  accelerate 
the  O.  & C.  road  program  in  the  O.  & C.  area  of  western  Oregon.  Increased  sales 
of  timber  so  far  this  year  and  a continued  demand  at  increased  prices  over  the 
past  2 years  indicates  an  increase  over  our  previous  estimate  in  O.  & C.  receipts  by 
$4  million.  This  increase  of  receipts  will  yield  SI  million  for  road  construction 
if  appropriated  by  Congress.  Otherwise  the  amount  will  be  paid  to  the  O.  & C. 
counties. 

The  increased  activity  in  timber  sales  on  O.  & C.  lands  for  which  additional 
funds  have  been  requested  in  both  1959  and  1960  will  require  an  acceleration  of 
the  roadbuilding  program  in  order  to  keep  accessibility  in  advance  of  timber  sale 
offers. 

The  request  for  additional  funds  was  not  considered  by  the  House  in  connection 
with  our  second  supplemental  appropriation  request  for  fiscal  year  1959  because 
the  Bureau  could  not  at  that  time  forecast  this  anticipated  increase  in  receipts. 

The  following  projects  will  be  added  to  the  program : 


1.  West  Fork  Evans  Creek,  surfacing $250,  000 

2.  Keno  B section,  grading 225.  000 

3.  Whittaker  Creek,  grading 100,  000 

4.  Nestucca  River,  surfacing 325,  000 


Total,  Bureau  of  Land  Management  lands 900,  000 

Forest  Service  lands,  extend  Powers  Agness  Road 100,  000 


Total,  Bureau  of  Land  Management  and  Forest  Service 1,  000,  000 


Construction 

Mr.  Beirxe.  As  the  committee  knows,  funds  for  construction  of  ac- 
cess roads  on  O.  & C.  lands  are  derived  from  the  counties’  shares  of 
timber  sales  receipts  from  those  lands. 
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Because  of  the  increased  demand  for  timber  from  Federal  lands — 
so  far  this  fiscal  year  every  sale  offering  we  have  made  has  been  taken — 
and  an  increase  in  bid  prices,  we  now  estimate  receipts  this  year  from 
O.  & C.  lands  will  be  increased  by  $4  million. 

This  additional  amount  will  make  $1  million  available  for  road 
construction — without  additional  cost  to  the  Federal  Government. 

Access  to  the  timber  should  be  developed  ahead  of  the  sales  offer- 
ings to  make  the  accelerated  sales  program  most  effective. 

The  million  dollars  will  have  to  be  paid  to  the  counties  unless  it  is 
made  available  for  road  construction.  This  request  also  has  not  been 
considered  by  the  House. 

Chairman  Hayden.  The  committee  has  always  taken  the  position 
that  such  action  as  this  would  not  be  taken  unless  the  O.  & C.  counties 
requested  it.  Have  they  done  so  with  respect  to  this  supplemental 
request  ? 

Air.  Beirne.  Yes  they  have. 

Chairman  Hayden.  The  reason  for  this  is  that  if  this  money  is  not 
appropriated  for  the  construction  of  roads  the  funds  would  be  paid  to 
the  counties  under  the  provisions  of  the  O.  & C.  Act. 

Mr.  Beirne.  That  is  correct. 

Chairman  Hayden.  Of  course  the  development  of  a better  road  sys- 
tem will  result  in  greater  timber  sales  which  means  a greater  return 
for  both  the  counties  and  the  Federal  Government. 

Mr.  Beirne.  Yes,  sir. 

Chairman  Hayden.  Thank  you. 

Mr.  Beirne.  Thank  you,  Mr.  Chairman. 

Bureau  of  Indian  Affairs 

STATEMENT  OE  FRED  H.  MASSEY,  ASSISTANT  COMMISSIONER, 

BUREAU  OF  INDIAN  AFFAIRS 

Funds  fob  Road  Construction 

Chairman  Hayden.  Now  we  will  hear  from  the  Bureau  of  Indian 
Affairs. 

Boad  construction  and  maintenance — liquidation  of  contract  au- 
thorization. 

The  House  disallowed  the  estimate  of  $1  million  for  the  liquidation 
of  contract  authority  for  the  construction  of  Indian  roads. 

These  funds  are  requested  to  liquidate  contracts  authorized  by  Pub- 
lic Law  85-740,  which  authorized  $20  million  for  the  construction  and 
improvement  of  Routes  1 and  3 on  the  Navajo  and  Hopi  Reservations. 

The  justifications  and  a copy  of  the  authorizing  act  will  be  in- 
cluded in  the  record. 

(The  material  referred  to  follows :) 
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Public  Law  85-740 
85th  Congress,  S.  3468 
August  23,  1958 

AN  ACT  To  provide  for  the  construction  and  improvement  of  certain  roads  on  the  Navajo 

and  Hopi  Indian  Reservations. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled , That  the  first  section  of  the  Act 
entitled  “An  Act  to  promote  the  rehabilitation  of  the  Navajo  and  Hopi  Tribes 
of  Indians  and  a better  utilization  of  the  resources  of  the  Navajo  and  Hopi 
Indian  Reservations,  and  for  other  purposes,”  approved  April  19,  1950  (64  Stat. 
44),  is  amended  (1)  by  striking  out  “88,570,000”  and  inserting  in  lieu  thereof 
“108,570,000”;  (2)  by  amending  clause  (7)  of  such  section  to  read  as  follows: 
“(7)  Roads  and  trails,  $40,000,000;  of  which  not  less  than  $20,000,000  shall  be 
(A)  available  for  contract  authority  for  such  construction  and  improvement 
of  the  roads  designated  as  route  1 and  route  3 on  the  Navajo  and  Hopi  Indian 
Reservations  as  may  be  necessary  to  bring  the  portion  of  such  roads  located 
in  any  State  up  to  at  least  the  secondary  road  standards  in  effect  in  such 
State,  and  (B)  in  addition  to  any  amounts  expended  on  such  roads  under  the 
$20,000,000  authorization  provided  under  this  clause  prior  to  amendment.”: 
Provided,  That  such  contract  authority  and  such  appropriations  authorized 
by  this  amendment  shall  be  in  addition  to  sums  apportioned  to  Indian  reser- 
vations or  to  the  State  of  Arizona  under  the  Federal  Highway  Act,  as  amended 
and  supplemented  (70  Stat.  374). 

Approved  August  23, 1958. 

DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Indian  Affairs 

House  Document  58 

Road  construction  and  maintenance  ( liquidation  of  contract  authorization), 

Bureau  of  Indian  Affairs,  1959 


Appropriation  to  date $12,  000,  000 

Obligations 0 

Expenditures  to  Dec.  31,  1958 8,  438,  503 

Budget  estimate  next  fiscal  year 14,600,000 

Request  (to  remain  available  until  expended) 1,000.000 


Employment : 

Average  number,  current  appropriation 864 

Number  involved,  this  estimate 864 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

This  proposed  supplemental  appropriation  is  required  to  liquidate  contracts 
entered  into  pursuant  to  the  authority  contained  in  the  act  of  August  23,  1958 
(72  Stat.  834).  The  amount  requested  will  be  needed  to  finance  construction 
of  Routes  1 and  3 on  the  Navajo-Hopi  Reservation  for  fiscal  year  1959. 

The  obligations  incurred  and  the  proposed  cost  to  provide  for  liquidation 
under  this  authorization  are  set  forth  in  the  following  tabulation : 

Navajo-Hopi  Road  Construction  (Liquidation  of  Contract  Authorization) 

1959  program 

Appropriation  (proposed)  : 

Navajo-Hopi  road  construction  (liquidation  of  contract  author- 


ization)  $1,000,000 

Proposed  cash  available  for  liquidation  of  contract  authoriza- 
tion  1,  000,  000 

Obligations 3,  000,  000 

Excess  obligations 2,  000,  000 
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ROUTE  1 

Navajo  Route  1 extends  197.44  miles  from  Arizona  State  Highway  U.S.  80 
near  Cameron,  Ariz.,  northeasterly  via  Tuba  City,  Ariz.,  Kayenta,  Ariz.,  the 
four  corners  of  Colorado,  Utah,  New  Mexico,  and  Arizona  to  New  Mexico  State 
Highway  U.S.  600  near  Shiprock,  N.  Mex. 

Part  of  Route  1,  11.5  miles  from  U.S.  89  to  Tuba  City,  has  been  improved 
with  a low-type  bituminous  surface.  This  section  will  require  shoulder  construc- 
tion and  a high-type  bituminous  surface.  The  eastern  part  of  the  route,  21.84 
miles  from  the  Arizona-New  Mexico  State  line  to  U.S.  666  near  Shiprock, 
has  been  improved  to  near  State  highway  standards.  This  section  has  a high- 
type  bituminous  surface  but  requires  shoulder  construction  and  the  replacement 
of  two  timber  bridges. 

The  remaining  164.1  miles  is  low  standard  or  unimproved  road  and  trail. 
Complete  new  construction  is  required  to  improve  this  road  to  secondary  State 
highway  standards  which  are  required  to  serve  the  character  and  volume  of 
trallic  which  engineering  studies  have  established  that  this  road  must  carry. 

The  total  estimated  cost  of  the  improvements  required  to  improve  Route  1 to 
Arizona  State  secondary  standards  is  $14,364,000.  The  detailed  estimate  is 
shown  in  table  I.  The  1959  program  will  provide  for  contracting  or  otherwise 
obligating  $1,865,000  for  this  route.  The  1960  estimate  provides  $3,926,000  for 
this  route,  leaving  a balance  to  complete  of  $8,573,000. 

ROUTE  3 

Route  3 extends  easterly  170.131  miles  from  Tuba  City,  Ariz.,  via  Kearns 
Canyons,  Ariz. ; Ganado,  Ariz. ; and  Window  Rock,  Ariz.,  to  New  Mexico  State 
Highway  U.S.  666  north  of  Gallup,  N.  Mex. 

The  15.931  miles  of  this  route  between  the  Arizona-New  Mexico  State  line  and 
U.S.  666  north  af  Gallup  has  been  improved  to  State  highway  standards  for 
the  grading  and  base  course;  only  a high-type  asphalt  pavement  is  required 
to  complete  this  section.  The  remaining  154.2  miles  have  been  graded  to  a 
county  trunk  standard  24-foot  road.  All  except  28.7  miles  have  bituminous 
surfacing.  Except  for  plant-mixed  asphalt  mat  on  the  section  from  Ganado 
19.5  miles  east,  the  bituminous  surface  is  low  type. 

The  work  required  on  Route  3 is  widening  the  roadbed  and  base  course  and 
constructing  a 26-foot,  high-type  asphalt  pavement.  Four  old  wooden  bridges 
must  be  replaced  with  steel  and  concrete  structures,  and  some  grading  for 
alinement  and  grade  changes  in  bad  spots  is  required. 

A detailed  estimate  of  the  work  and  the  cost  on  Route  3 is  shown  in  table  II. 

The  total  estimated  cost  of  Route  3 improvements  is  $5,636,000.  Projects 
under  Navajo  jurisdiction  are  estimated  to  cost  $3,336,000.  Projects  under  Hopi 
jurisdiction  are  estimated  to  cost  $2,300,000. 

The  1959  program  will  provide  for  contracting  or  otherwise  obligating  $1,135,- 
000  for  Route  3.  The  1960  estimate  provide  $1,074,000  for  this  route,  leaving 
a balance  to  complete  of  $3,427,000. 
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Public  Law  85-4-70,  1959  program , Route  1 and  Route  3,  Navajo-Hopi  roads 


[Thousands  of  dollars] 


1959  program 

Total 

Bridges 

Grading 

Surfacing 

Survey  and 
plan 

Feet 

Amount 

Miles 

Amount 

Miles 

Amount 

Miles 

Amount 

Navajo  Re'ervation  Route  3: 
Dennebito  Wash  to  coal 
mine  

$1. 015 
50 

28.7 

$100 

28.7 

$915 

SnrxrAA75s  anrl  nl*vns 

24.0 

$50 

Navajo  total.. 

Hopi  Reervation  Route  3: 

1, 065 

28.7 

100 

28.7 

915 

24.0 

50 

70 

23.0 

70 

TTnpi  total 

70 

23.0 

70 

Total  1959  Route  3 pro- 
gram— 

Navajo  Reservation  Route  1: 
lino  to  IT  S 666 

1, 135 

28.  7 

100 

28.7 

915 

47.0 

120 

180 

819 

516 

350 

350 

$180 

Tuba  City-Middle  Mesa — 

State  line  west  5.5  miles 

Purveys  anrl  plfvns 

13.0 
5.  5 

312 

300 

13.0 

5.5 

507 

216 

100.0 

350 

Total  1959  Route  1 pro- 
gram  ...  

Total  program 

1,865 

350 

180 

18.  5 

612 

18.  5 

723 

100.0 

350 

3, 000 

350 

180 

47.  2 

712 

47.2 

1,  638 

147.0 

470 

Table  I. — Road  construction  Route  1 project,  budget  classification,  breakdown 

[Thousands  of  dollars] 


Bridges 


Grading  and 
draining 


Surfacing 


Surveys 


Project 


Feet 


Amount 


Miles 


Amount 


Miles 


Amount 


Miles 


Amount 


U.S.  Highway  89,  Tuba  City 

Tuba  City  to  Middle  Mesa _. 

Middle  Mesa,  Cowsprings  coal  mine 

Cowsprings  coal  mine  to  Long  House 


11.5 

13.0 

27.1 


$115 

312 

650 


11.5 

13.0 

27.1 


$398 

507 

1,057 


Valley  

Long  House  Valley  to  Kayenta 

Church  °ock  Wash  Bridge 

Kayenta-Dennebotso 

Laguna  Creek  Bridge 

Dennehotso,  Dry  Ridge 

Dry  Ridge,  Bob  Martin  Hill 

Bob  Martin  Hill,  Arizona  to  New 

Mexico  State  line 

State  line  to  U.S.  666  near  Shiprock 

Surveys  and  plans 


150 

250 


350 


10.0 

27.0 

$90  

24.0 

150 

24.0 

26.0 


13.0 


180 


240 

941 

820 

950 

858 

716 


10.0 

27.0 

24."  6" 

24.  0 

26.0 

13.0 

21.8 


390 

1,110 

"I."6d4“ 

1,061 
1, 076 

532 

450 


197.4 


$757 


Total. 


750 


420 


175.6 


5, 602 


197.4 


7,585 


197.4 


757 


Estimated  for  1959 

Estimated  for  1960 

Estimated  balance  to  complete. 


$1, 865,  000 
3, 926.  000 
8,  573.  000 


Total  estimate  for  Route  1 


14, 364, 000 
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Table  II. — Road  construction  Route  3 project — budget  classification — breakdown 


[Thousands  of  dollars] 


Project 

Total 

Bridges 

Grading  and 
draining 

Surfacing 

Surveys 

Feet 

Amount 

Miles 

Amount 

Miles 

Amount 

Miles 

Amount 

U.S.  660  to  New  Mexico  State 
line 

15.9 

$190 

260 

New  Mexico  State  line  to  top 
of  mountain 

9.7 

Mack  Creek  ...  _ 

150 

$80 

Top  of  mountain  to  Ganado.  _ . 

19.5 

180 

Ganado  through  Steamboat 
Canyon...  _ __ 

22. 1 

578 

Steamboat  Canyon  to  Hol- 
brook Junction 

13.6 

357 

Moeniconi  

200 

100 

2.0 

$70 

Dcnnebito  Wash  to  coal  mine... 

28.7 

100 

28.7 

915 

Coal  mine  to  Tuba  City 

11.5 

296 

Surveys  and  plans 

121.0 

$210 

Navajo  total.  

$3. 336 

350 

180 

30.7 

170 

121.0 

2,  776 

121.0 

210 

Jeddito  wash. 

175 

100 

Holbrook  Junction  to  Kearns 
Canyon ..  

8.2 

142 

8.2 

197 

Kearns  Canyon,  Toreva 

5.0 

100 

21.5 

572 

Toreva.  Dcnnebito  wash 

19.4 

379 

19.4 

458 

Oraibi  wash  ..  

360 

200 

Surveys  and  plans 

49.1 

152 

Hopi  total 

2, 300 

535 

300 

32.6 

621 

49. 1 

1,227 

49. 1 

152 

Route  3 total 

885 

480 

63.3 

791 

170.1 

4, 003 

170. 1 

362 

Estimated  for  1959 $1. 135, 000 

Estimated  for  1960 1,074,000 

Estimated  balance  to  complete - — 3, 427, 000 


Estimated  for  1959 $1. 135, 000 

Estimated  for  1960 1,074,000 

Estimated  balance  to  complete - — 3, 427, 000 


Total  estimate  route  3_  5, 636, 000 


Bureau  of  Indian  Affairs 

ROAD  CONSTRUCTION  AND  MAINTENANCE  (LIQUIDATION  OF  CONTRACT  AUTHORIZATION) 

(House  hearings,  pp.  680-684) 


Appropriation  1959 $12, 000,  000 

Supplemental  estimate 1,  000,  000 

House  allowance None 

Restoration  requested 1, 000, 000 


(P.  21,  after  line  18) 

Amendment  requested: 

Page  21,  after  line  18,  insert  the  following : 

“ROAD  CONSTRUCTION  AND  MAINTENANCE  (LIQUIDATION  OF  CONTRACT  AUTHORIZATION) 

“j For  an  additional  amount  for  “Road  Construction  and  Maintenance  ( liquida- 
tion of  contract  authorization )”,  for  liquidation  of  obligations  incurred  pursuant 
to  the  Act  of  August  23, 1958  (72  Stat.  834),  $1,000,000,  to  remain  available  until 
expended.” 

HOUSE  REPORT 

“The  budget  estimate  of  $1  million  for  the  Bureau  of  Indian  Affairs  to  liquidate 
contract  authorization  for  road  construction  and  maintenance  is  denied.  Based 
on  latest  information  available,  the  Bureau  had  committed  only  $50,000  for 
planning  and  did  not  anticipate  any  obligations  for  construction  until  March. 
It  would  appear  that  these  funds  are  not  needed  at  this  time  and  any  request 
should  be  submitted  for  consideration  in  connection  with  the  1960  budget 
program.” 
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JUSTIFICATION 

This  amendment  restores  the  reduction  of  the  $1  million  estimate  made  by 
the  House  and  is  distributed  to  activities  as  follows: 


Activity 

Appropria- 
tion, 1959 

Supplemental 

estimate, 

1959 

House 

allowance, 

1959 

Restoration 

requested 

$2, 600, 000 
9, 400, 000 

3 Mavaio-TTnni  roads  _ 

$1, 000, 000 

$1,000,000 

Total  - - 

12, 000, 000 

1,000,000 

1, 000. 000 

A breakdown  of  the  restoration  request  by  objects  of  expenditure  follows : 

10  Lands  and  structures — $1,  000,  000 

This  amendment  requests  an  appropriation  of  $1  million  to  liquidate  obliga- 
tions incurred  or  to  be  incurred  under  contract  authority  made  available  by  the 
act  of  August  23,  1958  (72  Stat.  834),  for  the  construction  of  Routes  1 and  3 
on  the  Navajo-Hopi  Reservations. 

The  act  of  August  23,  1958  (72  Stat.  834),  provided  a total  of  $20  million  of 
contract  authority  for  the  construction  of  Routes  1 and  3 on  the  Navajo-Hopi 
Reservations.  This  act  amends  the  Navajo-Hopi  Rehabilitation  Act  by  increas- 
ing from  $20  million  to  $40  million  the  amounts  that  may  be  used  for  roads  and 
trails.  The  act  provides  further  that  such  contract  authority  and  such  appro- 
priations authorized  for  liquidation  shall  be  in  addition  to  sums  apportioned  to 
Indian  reservations  or  to  the  State  of  Arizona  under  the  Federal-Aid  Highway 
Aet  as  amended  and  supplemented  (70  Stat.  374). 

The  House  disallowed  the  supplemental  estimate  for  an  appropriation  of  $1 
million  to  liquidate  obligations  incurred  or  to  be  incurred  under  the  contract  au- 
thority made  available  by  the  act  of  August  23,  1958  (72  Stat.  834),  for  the  con- 
struction of  Routes  1 and  3 on  the  Navajo-Hopi  Reservations.  This  action  will 
not  allow  the  Bureau  to  carry  out  a proposed  road  construction  program  on  these 
routes  for  fiscal  year  1959. 

The  road  construction  program  which  the  Bureau  proposes  to  carry  out  in 
fiscal  year  1959  provides  for  contracting  or  otherwise  obligating  $1,865,000  for 
Route  1 and  $1,135,000  for  Route  3.  The  need  for  this  program  to  start  imme- 
diately arises  from  (1)  development  of  the  resources  on  the  reservations  which 
has  increased  the  volume  of  traffic  on  Routes  1 and  3;  (2)  the  opening  of  the 
Four  Corners  oil  fields  has  placed  a large  demand  upon  Route  1 as  it  serves  the 
area  ; (3)  these  two  routes  serve  the  greater  part  of  the  two  reservations.  They 
are  of  great  importance  to  mail  and  supply  routes,  school  bus  routes  and  cross 
reservation  traffic ; and  they  will  assist  the  economic  development  of  the  Navajo 
and  Hopi  Indians. 

In  its  disallowance  of  the  estimate  the  House  Committee  on  Appropriations 
indicated  in  the  report  which  accompanied  the  bill  that  funds  would  not  be 
needed  at  this  time  inasmuch  as  obligations  for  construction  would  not  be  in- 
curred until  March. 

The  program  for  fiscal  year  1959  provides  for  obligations  in  the  amount  of 
$3  million  to  be  incurred  under  the  contract  authority  provided  by  the  act  of 
August  23,  1958.  These  obligations  would  be  incurred  during  the  period  March 
through  June  for  engineering  plans  and  construction  on  parts  of  both  Routes 
1 and  3.  It  has  been  necessary  to  defer  such  obligations  until  this  time  since  a 
cash  appropriation  has  not  been  made  by  the  Congress  to  meet  earnings  as  they 
accrue  under  these  obligations.  To  have  incurred  such  obligations  early  in  this 
fiscal  year — even  though  the  contract  authority  was  and  is  so  available — would 
have  placed  the  Government  in  an  untenable  position  of  not  having  funds  avail- 
able to  pay  bills  as  they  come  due. 

The  $1  million  requested  herein  will  provide  sufficient  cash  to  meet  earnings 
under  the  $3  million  obligational  program.  The  Bureau  took  steps  to  solicit  bids 
on  parts  of  the  program  at  the  time  the  supplemental  estimate  was  submitted 
to  the  Congress  in  House  Document  58.  Award  of  contracts  will  be  withheld 
until  such  time  as  an  appropriation  to  meet  earnings  is  assured. 
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Unless  the  $1  million  liquidation  cash  is  appropriated  it  will  not  be  possible 
to  initiate  work  on  Routes  1 and  3 until  the  very  end  of  the  fiscal  year  to  insure 
that  bills  do  not  fall  due  in  advance  of  cash  for  their  payment.  In  this  instance 
funds  to  be  appropriated  under  the  Department  of  the  Interior  and  Related 
Agencies  Appropriation  Act,  1960,  would  be  used.  Such  action  will  materially 
slow  down  the  completion  date  on  these  roads  since  much  good  weather  time 
would  be  lost  during  which  actual  construction  could  be  accomplished. 

General  Statement 

Chairman  Hayden.  Mr.  Massey,  you  may  proceed  with  your 
statement. 

Mr.  Massey.  Mr.  Chairman  and  members  of  the  committee,  I ap- 
preciate the  opportunity  to  present  to  you  supplemental  fund  require- 
ments for  fiscal  year  1959  to  enable  the  Bureau  of  Indian  Affairs  to 
initiate  construction  of  Routes  1 and  3 on  the  Navajo-Hopi  Reserva- 
tions. * 

The  supplemental  estimate  includes  a request  for  an  appropriation 
of  $1  million  to  liquidate  obligations  incurred  or  to  be  incurred  under 
contract  authority  made  available  by  the  act  of  August  23,  1958 — 72 
Stat.  834 — for  the  construction  of  Routes  1 and  3 on  the  Navajo-Hopi 
Reservations.  This  act  makes  $20  million  of  contract  authority  avail- 
able for  construction  of  Routes .1. and  3 to  secondary  road  standards. 

The  Bureau  of  Indian  Affairs  proposes  an  obligation  program 
of  $3  million  for  1959  on  these  routes,  for  which  a $1  million  cash 
appropriation  would  be  needed  to  meet  contractors’  earnings  and 
other  costs. 

secondary  road  standards 

Chairman  Hayden.  Am  I correct  in  this  assumption,  if  these  roads 
are  not  built  to  secondary  road  standards,  the  State  of  Arizona 
will  not  take  them  over  and  maintain  them  after  they  are  built? 

Mr.  Massey.  That  is  correct,  sir. 

Chairman  Hayden.  If  they  are  built  to  secondary  road  standards, 
then  the  State  will  perform  that  service  ? 

Mr.  Massey.  Yes,  sir.  In  recent  years  there  has  been  a significant 
increase  in  uranium  mining,  oil  and  gas  development,  and  other  eco- 
nomic development.  This  has  changed  the  traffic  pattern  where  sec- 
ondary standard  roads  are  required  for  the  area.  These  routes  are  also 
subject  to  heavy  traffic  of  an  interstate  and  intrastate  nature. 

The  Bureau  is  presently  soliciting  bids  for  engineering  planning 
work  and  for  construction  of  portions  of  both  routes.  If  this  work  is 
to  get  underway  as  planned  for  this  fiscal  year,  it  will  be  necessary 
that  a cash  appropriation  of  $1  million  be  made  in  order  that  we  may 
meet  payments  on  bills  as  they  come  due. 

Action  by  the  House  Committee  on  Appropriations  on  the  estimate 
for  these  roads  would  deny  an  appropriation  for  1959  for  the  liquida- 
tion of  contract  authority  proposed  for  obligation  this  fiscal  year. 

In  the  absence  of  an  appropriation  available  to  meet  cash  payments 
as  they  come  due,  it  would  be  necessary  that  work  on  routes  1 and  3 
be  deferred  until  such  time  as  cash  funds  were  assured  to  meet  earn- 
ings for  obligations  incurred  under  the  contract  authority. 
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OBLIGATIONS  TO  CONTRACTORS 

Chairman  Hayden.  At  this  late  date  would  you  need  all  of  the 
million  dollars  to  meet  the  earnings  of  the  contractors  ? 

Mr.  Massey.  Mr.  Chairman,  part  of  that  would  depend,  of  course, 
on  the  speed  in  which  we  get  action  on  this  estimate  and  partly  on  the 

WGiitliBr 

I might  add  that  since  the  statement  was  prepared  we  have  adver- 
tised for  bids  for  part  of  the  construction  work  on  28.7  miles  of 
roads  and  the  low  bid  received  was  in  excess  of  $660,000. 

Now,  we  have  80  days  in  which  to  determine  whether  we  may  award 
the  low  bid  or  reject  it. 

FUNDS  FOR  NAVAJO-HOPI  ROADS 

Chairman  Hayden.  The  budget  for  the  fiscal  year  1960  includes 
$14,800,000  for  this  purpose.  The  House  allowed  the  $12  million. 
How  much  of  the  budget  estimate  is  for  the  Navajo-Hopi  roads? 

Mr.  Massey.  $5  million  of  the  estimate,  Senator. 

Chairman  Hayden.  For  the  current  year  $12  million  was  appro- 
priated for  the  Indian  road  program.  I understand  that  about  $5 
million  of  this  sum  has  not  been  expended.  Could  any  of  these  funds 
be  used  to  get  the  Navajo-Hopi  road  program  started  ? 

Mr.  Massey.  Mr.  Chairman,  we  are  now  at  the  point  in  the  fiscal 
year  where  we  are  watching  our  regular  program  very  closely  to  pre- 
vent obligations  in  excess  of  the  cash  that  we  will  need  to  liquidate 
the  earnings  under  our  regular  road  program.  We  would  not  have 
cash  from  the  regular  Federal  road  bill  to  adjust  to  the  Navajo-Hopi 
routes. 

Chairman  Hayden.  If  no  funds  are  made  available  until  July  1, 
what  will  be  the  effect  on  the  Navajo-Hopi  road  program?  Would 
you  answer  that  by  saying  that  you  could  not  do  anything  at  all  ? 

Mr.  Massey.  We  would  not  be  able  to  award  contracts  on  routes  1 
and  3 because  we  would  not  be  able  to  meet  the  contract  payments  as 
they  are  earned.  We  would  have  to  wait  until  we  were  assured  that 
we  would  have  the  cash  to  pay  the  bills. 

CONTRACT  SITUATION 

Senator  Ellender.  How  much  of  the  $20  million  have  you  already 
contracted  for  ? 

Mr.  Massey.  We  have  not  entered  into  contracts.  We  have  only  ad- 
vertised for  bids  on  this  one  route.  We  have  received  the  bids. 

As  soon  as  we  are  sure  we  have  cash  to  meet  the  earnings  that  con- 
tract in  the  amount  to  more  than  $660,000  could  be  awarded. 

In  addition,  we  have  two  other  contracts  that  we  will  bid  as  soon  as 
we  are  assured  we  can  meet  the  payments. 

Senator  Ellender.  Is  the  contract  authority  left  in  your  hands  to 
contract  for  as  much  of  the  $20  million  per  year  as  you  desire  ? 

Mr.  Massey.  That  is  so  within  the  apportionment  approved  by  the 
Bureau  of  the  Budget,  but  we  could  get  ahead  and  enter  into  contracts. 
We  have  that  authority. 

Senator  Ellender.  This  million  dollars  you  are  requesting  you  say 
is  to  pay  for  work  now  under  contract. 
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Mr.  Massey.  No,  sir;  we  have  planned  a $3  million  obligational  pro- 
gram on  those  two  routes  for  this  fiscal  year.  We  are  asking  for  $1 
million  to  have  the  cash  to  pay  toward  the  earnings  of  that  $3  million 
obligation. 

Senator  Ellender.  When  will  the  payments  start  ? 

Mr.  Massey.  They  will  start  as  soon  as  we  award  the  contract. 

On  this  first  job,  the  $660,000  program,  it  is  the  black-top  job,  and 
it  is  very  possible,  weather  permitting,  that  that  job  would  be  accom- 
plished during  this  fiscal  year  if  we  have  the  funds. 

Senator  Ellender.  That  is  $660,000  ? 

Mr.  Massey.  Yes,  sir. 

Senator  Ellender.  So  that  if  the  committee  would  provide  you  those 
funds  you  could  get  by  with  the  contracts  you  now  have  in  contempla- 
tion? 

Mr.  Massey.  We  could  of  that  one,  sir.  However,  we  would  have  to 
hold  up  and  not  bid  the  other  projects  on  the  routes. 

Chairman  Hayden.  Are  there  any  further  questions  ? 

If  not,  we  thank  you. 

Mr.  Massey.  Thank  you,  Mr.  Chairman. 

SUPPORT  FOR  NAVAJO-HOPI  ROAD  PROGRAM 

Chairman  Hayden.  A statement  by  Senator  Anderson  in  support 
of  funds  for  the  Navajo-Hopi  road  program  will  be  included  in  the 
record  at  this  time. 

(The  statement  referred  to  follows :) 

Statement  of  Senator  Anderson  in  Behalf  of  Appropriations  for  Navajo-Hopi 

Road  Program 

Mr.  Chairman,  the  Bureau  of  Indian  Affairs  has  presented  to  this  committee 
an  eloquent  appeal  for  the  appropriation  of  sufficient  funds  for  fiscal  year  1960 
to  permit  an  efficient  and  orderly  highway  construction  and  improvement  pro- 
gram on  the  Navajo  and  Hopi  Indian  Reservations. 

Most  of  the  money  requested  for  this  purpose  must  come,  as  in  the  past,  from 
the  Federal  highway-aid  program.  I am  not  prepared  nor  do  I expect  to  attempt 
to  evaluate  the  wisdom  of  the  Bureau’s  requests  for  the  overall  Indian  road 
construction  program. 

However,  I have  an  intimate  knowledge  of  the  needs  of  the  Navajo  and  Hopi 
Tribes.  As  my  colleagues  well  know,  I am  chairman  of  the  special  Navajo-Hopi 
Rehabilitation  Committee  and  an  author  of  the  legislation  which  established 
the  long-range  rehabilitation  program  for  those  tribes.  In  addition,  I am  one 
of  the  authors  of  an  amendment  to  the  Navajo-Hopi  Rehabilitation  Act  to  mod- 
ernize two  of  the  most  important  reservation  highways. 

That  the  85th  Congress  approved  this  highway  amendment  is  adequate  proof 
that  Congress  at  that  time  recognized  the  economic  and  social  benefits  contingent 
upon  the  improvement  of  these  two  traffic  arteries,  specifically  Reservation 
Routes  1 and  3. 

The  amendment  passed  last  year  earmarked  $20  million  for  the  improvement 
of  Routes  1 and  3 and  that  $20  million  was  to  be  spent  in  addition  to  any  sums 
ordinarily  available  through  the  Federal  highway-aid  program. 

In  short,  Congress  not  only  recognized  a need  but  provided  the  means  for 
meeting  it. 

Events  since  that  day  have  followed  contradictory  paths,  possibly  because  the 
complexity  of  the  situation  sometimes  leads  to  misunderstanding. 

Responding  to  authority  granted  by  the  amendment,  the  President  requested 
of  Congress  an  appropriation  of  $5  million  for  fiscal  1960  highway  work,  and 
$1  million  in  a supplemental  bill  to  carry  the  program  through  June  30  of  this 
calendar  year  and  thus  provide  for  current  obligations. 
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Figures  justifying  the  President’s  requests  already  have  been  presented  to  this 
committee.  Opportunity  for  such  justification  did  not  arise  when  this  matter 
was  pending  before  the  House  Appropriations  Committee. 

Hence,  responsibility  for  the  program  now  rests  almost  entirely  upon  the 
Senate  committee. 

The  House  committee  did  not  accept  the'  President’s  recommendations  and 
cut  the  overall  1960  appropriation  for  Navajo  and  Hopi  roads  to  $2.4  million. 
The  House  committee  denied  the  $1  million  requested  in  the  supplemental  appro- 
priation bill. 

The  effect  of  these  cuts  is  to  undo  the  work  of  the  85th  Congress.  I do  not 
believe  the  House  committee  intended  this  to  happen. 

There  are  other  adverse  effects  which  stem  from  the  House  action.  The 
Bureau  of  Indian  Affairs  provided  me  with  answers  to  a number  of  questions 
I posed  on  this  subject.  I was  advised  that  the  House  in  its  action  on  the 
supplemental  estimate  for  fiscal  year  1959  did  not  include  the  $1  million  appro- 
priation to  meet  contractor  earnings  in  that  fiscal  year.  Unless  the  $1  million 
cash  appropriation  is  restored  by  the  Senate,  the  Bureau  may  not  be  able  to 
award  any  contracts  until  toward  the  end  of  the  fiscal  year  because  it  would 
have  no  cash  to  meet  earnings  under  such  contracts.  Anticipating  favorable 
action  by  the  Congress  on  the  1959  supplemental,  the  Bureau  advertised  28.7 
miles  of  road  on  Route  3.  Bids  were  opened  last  week  and  disclosed  a low  bid 
of  $663,000.  This  is  considered  to  be  a very  good  bid  as  the  Bureau  estimate  was 
$905,000.  There  can  be  no  award  of  this  contract  until  funds  are  made  available. 

The  President’s  budget  for  fiscal  year  1960  provides  for  an  obligational  pro- 
gram of  $5  million  and  for  an  appropriation  to  liquidate  contractor  earnings  in 
the  amount  of  $5  million. 

For  fiscal  year  1960  the  President’s  budget  included  $14,600,000  in  cash  for 
all  Bureau  road  construction.  Of  this  amount  $5  million  was  earmarked  for 
the  special  Navajo-Hopi  Routes  1 and  3.  It  is  anticipated  that  $2  million  of 
this  $5  million  would  be  required  to  liquidate  the  remaining  $2  million  in  con- 
tracts let  in  1959.  The  remaining  $3  million  would  be  used  for  contract  earn- 
ings in  1960  on  the  $5  million  worth  of  the  contract  authority  programed  for 
1960. 

The  Federal  Aid  Highway  Act  program  of  the  Bureau  contemplated  the  use 
of  $9,600,000  of  this  appropriation  and  the  balance  of  $5  million  was  to  be 
applied  to  Routes  1 and  3.  The  House  reduced  this  estimate  from  $14,600,000 
to  $12  million.  If  such  action  stands,  then  only  $2,400,000  will  be  available  for 
Routes  1 and  3 in  fiscal  year  1960. 

This  fiscal  year  (1959)  the  Federal-aid  highway  program  totaled  $12  million. 
However,  $2,400,000  was  programed  for  maintenance,  leaving  a total  of  $9,600,000 
for  construction  under  the  Federal  Aid  Highway  Act.  This  same  sum,  $9,- 
600,000,  was  requested  for  the  regular  Federal-aid  highway  program  for  1960. 

In  submitting  its  estimates  this  year  the  Bureau  included  $2,400,000  for  main- 
tenance under  another  appropriation  and  the  House  in  granting  the  $12  million 
in  construction  thus  allowed  the  $9,600,000  for  the  regular  program  but  only 
$2,400,000  for  the  special  Navajo-Hopi  program. 

The  House  reportedly  justified  its  action  by  citing  its  belief  that  the  Bureau 
had  a large  cash  carryover  and  had  the  power  to  transfer  funds  as  it  might  see 
fit.  Unfortunately,  the  House  apparently  did  not  take  into  sufficient  considera- 
tion the  fact  that  the  Bureau  cannot  transfer  Federal-aid  highway  funds,  nor 
can  it  shift  the  earmarked  funds  appropriated  under  the  special  amendment 
to  the  Navajo-Hopi  Rehabilitation  Act. 

In  response  to  my  inquiry,  the  Bureau  advised  me  that,  contrary  to  the  House 
impression,  it  does  not  have  a large  carryover  of  cash  and  what  it  does  have  is 
obligated  as  explained  in  its  testimony  to  this  committee. 

Therefore,  Mr.  Chairman,  I strongly  endorse  the  request  of  the  Bureau  of 
Indian  Affairs  for  funds  for  supplemental  and  regular  appropriations  for  the 
Navaho-Hopi  highway  construction  and  improvement  program. 

Navajo-Hopi  Road  Program 

Chairman  Hayden.  I have  received  a number  of  telegrams  in  sup- 
port of  funds  for  the  Navajo-Hopi  road  program.  These,  along 
with  a telegram  to  Senator  Anderson  on  this  matter,  will  be  included 
in  the  record. 

(The  telegrams  referred  to  follow :) 
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Farmington,  N.  Mex.,  April  6, 1959. 

Senator  Carl  Hayden, 

Chairman,  Hoi  ate  Appropriations  Committee, 

Senate  Office  Building,  Washington , D.C.: 

All  Navajo  country  is  disturbed  at  word  of  House  cuts  in  Navajo  road  funds. 
Please  be  assured  of  wholehearted  support  in  your  efforts  to  restore  appropriation 
for  this  vital  project,  so  important  to  tribal  programs  for  health,  education,  and 
industrial  development. 

Lincoln  O’Brien, 

Publisher,  Farmington  ( N.Mex .)  Daily  Times. 


Farmington,  N.  Mex.,  April  6, 1959 . 

Senator  Carl  Hayden, 

Chairman,  Senate  Appropriations  Committee , 

Senate  Office  Building,  Washington,  D.C.: 

Just  informed  of  House  cuts  in  Navajo  road  budget.  This  comes  as  great 
disappointment  to  all  Four  Corners  country.  We  know  you  will  do  your  utmost 
to  see  funds  restored.  Please  let  us  know  if  we  can  be  of  help  since  Navajo  Routes 
1 and  3 are  so  vital  to  all  projects  for  improving  tribal  economy. 

W.  H.  Foster, 

President,  Farmington  Chamber  of  Commerce. 


Gallup,  N.  Mex.,  April  6, 1959. 

U.S.  Senator.,  Carl  Hayden, 

Chairman,  Appropriations  Committee, 

Senate  Office  Building,  Washington,  D.C.: 

Dear  Sir  : We  feel  restoration  of  at  least  part  of  Navajo  roads  money  impera- 
tive. Your  efforts  in  this  will  be  greatly  appreciated  by  citizens  of  Gallup  as 
well  as  of  the  Four  Corners  area. 

Bill  Slevin, 

Editor,  Gallup  Daily  Independent. 


Gallup,  N.  Mex.,  April  9, 1959. 

Re  H.R.  5916,  supplemental  road  appropriation  for  Navajo-Hopi  Reservations 
for  fiscal  year  1959. 

Senator  Clinton  P.  Anderson, 

Senate  Office  Building,  Washington,  D.C.: 

Urgently  request  that  you  include  $1  million  requested  by  President  Eisenhower 
and  disallowed  by  House  for  vitally  needed  roads  .on  the  Navajo  Reservation. 
Will  furnish  any  information  you  require  that  will  help  obtain  this  emergency 
needed  program  authorized  by  Congress  last  year  for  the  Navajo-Hopi  Reserva- 
tions. 

Scott  Preston, 

Vice  Chairman,  Navajo  Tribal  Council. 


National  Park  Service 

STATEMENTS  OE  CLARENCE  P.  MONTGOMERY,  ACTING  CHIEF, 
DIVISION  OF  ADMINISTRATION;  AND  DONALD  E.  LEE,  CHIEF, 
BRANCH  OF  LANDS 

Mammoth  Cave  National  Park 

Chairman  Hayden.  The  document  received  today  includes  a sup- 
plemental estimate  in  the  amount  of  $537,768  for  “Construction,  Na- 
tional Park  Service.” 

These  funds  are  for  the  acquisition  of  caves  within  the  Mammoth 
Cave  National  Park. 
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The  language  also  includes  a proviso  reducing  the  existing  contract 
authority  granted  in  the  Federal  Aid  Highway  Act  for  the  construc- 
tion of  parkways  by  an  amount  equal  to  the  appropriation  requested. 
The  justifications  will  be  included  in  the  record  at  this  point. 

Mr.  Montgomery,  I suggest  that  you  read  your  statement,  sir. 

(The  material  referred  to  follows :) 

National  Park  Service 

CONSTRUCTION 


Appropriation,  1959 $20,  000,  000 

Supplemental  estimate,  1959 537,  768 

House  allowance 

Additional  request 537,  768 


(P.  22,  after  line  8) 

Amendment  requested : 

Page  22,  after  line  8 insert  the  following : 

“CONSTRUCTION 

“For  an  additional  amount  for  ‘ Construction ’,  to  remain  available  until  ex- 
pended, $537,768,  Provided,  That  the  authority  contained  in  sections  4 and  6 of 
the  Federal- Aid -Highway  Act  of  1958  (72: 8 tat.  92,  93)  to  enter  into  contracts  for 
construction  of  parkways  is  reduced  by  the  amount  of  this  appropriation.” 


HOUSE  REPORT 

The  amount  requested  for  addition  to  the  bill  was  not  considered  by  the 
House. 

JUSTIFICATION 


The  amendment  adds  $537,768  to  the  bill  which  is  distributed  by  activities  as 
follows : 


Activities 

Appropria- 
tion, 1959 

Supplemental 

estimate, 

1959 

House 

allowance, 

1959 

Additional 

request 

1,  Buildings,  utilities,  and  other  facilities 

$18, 406, 800 

1,  502,  870 
90. 330 

2.  Acquisition  of: 

(a)  Lands 

$537,  768 

$537,  768 

( b ) Water  rights 

Total  

20,000,000 

537, 768 

537,768 

The  additional  request  would  be  expended  under  object  classification  “10  lands 
and  structures.” 

The  estimate  of  $537,768  will  provide  for  the  acquisition  of  the  privately  owned 
Great  Onyx  and  Crystal  Cave  properties  in  Mammoth  Cave  National  Park.  Ac- 
quisition of  these  properties  will  put  an  end  to  the  30-year-old  controversial  and 
friction-generating  issue  and  will  complete  the  acquisition  program  for  the  park. 

After  the  park’s  initial  establishment,  it  became  apparent  that  it  was  essential 
to  acquire  the  two  cave  properties.  The  act  of  June  5,  1942  (56  Stat.  317),  au- 
thorized the  Secretary  of  the  Interior  to  acquire  these  properties  by  using  annual 
revenues  of  the  park  which  were  in  excess  of  the  annual  appropriation  for  the 
administration,  protection,  and  maintenance  of  the  park.  The  sum  of  $9,591.86 
was  accumulated  in  this  fund,  but  was  rescinded  by  the  act  of  June  30,  1948  (62 
Stat.  1165).  The  amount  of  $50,000  was  appropriated  in  the  Department  of  the 
Interior  Appropriation  Act,  1950,  to  make  surveys,  studies  of  cave  visitation  and 
income,  and  surface  right  appraisals  of  the  two  cave  properties.  Approximately 
$18,000  of  the  amount  appropriated  has  been  expended  for  the  purposes  mentioned 
nbove,  leaving  $31,830.82  that  may  be  applied  toward  acquisition. 

Private  ownership  of  these  cave  properties  has  presented  serious  difficulties  in 
administering  the  park,  and  the  public  has  been  inconvenienced  and  has  com- 
plained as  a result  of  intense  roadside  solicitation  and  advertising  on  the  part 
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of  the  two  cave  owners  (as  well  as  others  outside  the  park).  The  situation  has 
been  such  that  many  visitors  to  the  private  caves  have  visited  them  thinking 
that  they  were  a part  of  the  park.  The  public,  and  park,  and  even  the  owners 
of  the  caves  have  been  disturbed  over  the  unsatisfactory  conditions  that  have 
grown  up  in  connection  with  operation  of  the  privately  owned  caves  within  the 
park.  It  has  become  apparent  that  further  action  to  acquire  the  cave  properties 
should  be  taken  to  clean  up  the  existing  problems  and  eliminate  the  public  pro- 
tests against  them. 

To  remedy  the  situation,  the  act  of  March  27,  1954  (63  Stat.  36),  authorized 
the  Secretary  of  the  Interior  to  cooperate  with  the  Commonwealth  of  Kentucky 
for  the  purpose  of  arranging  the  eventual  acquisition  of  the  two  cave  properties. 
The  act  also  authorized  the  Secretary  of  the  Interior  to  accumulate  in  a special 
receipt  account  that  portion  of  the  annual  admission,  guide  and  elevator  fee 
receipts  at  the  park  which  exceeds  the  annual  amount  available  to  the  park  for 
management,  guide  and  protection  purposes,  which  funds  so  accumulated  may  be 
expended  thereafter  in  payment  for  the  purchase  of  said  cave  properties.  During 
the  1955-58  fiscal  years,  the  sum  of  $80,401.54  has  accumulated  in  this  account. 

Under  this  legislation,  the  Commonwealth  of  Kentucky  cooperatively  agreed  to 
issue  unsecured  bonds  to  finance  the  cost  of  acquisition  of  the  two  cave  properties, 
with  bond  issue  to  be  repaid  by  the  accumulated  Federal  funds  and  the  expected 
future  earnings.  It  now  becomes  evident  that  park  receipts  will  no  longer  exceed 
the  annual  amount  available  to  the  park  for  management,  guide,  and  protection 
purposes  because  of  increased  cost  of  these  services,  and  therefore,  funds  will  not 
be  sufficient  to  repay  the  principal  and  interest  on  the  bond  issue  formerly  under 
consideration.  A substantial  increase  in  fees  would  not  permit  visitation  by  fam- 
ily groups  nor  would  any  reasonable  increase  be  sufficient  to  meet  both  interest 
and  principal  payments  on  State  bonds.  Because  of  this  situation,  the  National 
Park  Service  and  the  Commonwealth  of  Kentucky  jointly  contacted  the  cave 
owners  recently  in  an  effort  to  determine  whether  sound  purchase  agreements 
could  be  reached.  As  a result  of  this  effort,  options  to  obtain  the  two  cave  prop- 
erties at  a total  cost  of  $650,000  have  been  executed  by  the  property  owners. 

The  amount  of  $650,000  was  referred  to  in  the  House  committee  report  on  S. 
79  (now  Public  Law  322,  68  Stat.  36,  approved  Mar.  27,  1954)  in  which  the  com- 
mittee expressed  its  desire  that  “ * * * (1)  title  to  the  caves  be  conveyed  to  the 
Federal  Government  immediately  following  acquisition  of  the  properties  by  the 
State  of  Kentucky,  and  (2)  if  the  cost  is  going  to  exceed  $650,000,  the  Park  Serv- 
ice must  come  back  to  the  Congress  for  further  consideration  of  the  proposed 
purchase  * * 

The  option  for  the  Great  Onyx  Cave,  in  the  amount  of  $365,000,  expires  June 
17,  1959.  The  option  for  the  Crystal  Cave,  in  the  amount  of  $285,000,  expires 
October  17, 1959. 

It  is  in  the  interest  of  the  Government  to  acquire  the  properties  and  bring  to  an 
end  the  sore  spot  of  one  of  our  country’s  most  outstanding  parks.  This  would 
resolve  the  difficulties  that  have  been  involved  in  park  administration,  including 
keeping  open  the  roads  to  the  two  cave  properties,  by  consolidating  the  cave 
visitation  program  for  persons  desiring  a free  choice  in  visiting  any  or  all  of  the 
caves  which  should  logically  be  open  in  the  park,  and  eliminating  the  carnival 
atmosphere  in  this  most  unique  park. 

General  Statement 

Mr.  Montgomery.  Thank  you,  Mr.  Chairman. 

I am  Clarence  P.  Montgomery,  Acting  Chief  of  the  Division  of 
Administration  of  the  National  Park  Service. 

With  me  are  Mr.  Donald  E.  Lee,  Chief,  Branch  of  Lands,  and  Mr. 
Paul  Miller,  Chief  Engineer,  National  Park  Service. 

We  are  representing  Director  Wirth  who  could  not  be  here  this 
afternoon,  because  of  prior  commitments.  He  sends  his  regrets. 
Chairman  Hayden.  You  may  proceed,  Mr.  Montgomery. 

Mr.  Montgomery.  Thank  you. 

Mr.  Chairman  and  members  of  the  committee,  I appreciate  this 
opportunity  to  appear  before  you  in  support  of  our  request  for  sup- 
plemental funds  for  the  1959  fiscal  year  which  are  needed  to  clear  up 
a situation  that  has  plagued  the  Service  for  many  years. 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  19  59  199 

The  estimate  of  $537,768  is  requested  to  provide  for  the  acquisition 
cf  two  privately  owned  cave  properties  in  Mammoth  Cave  National 
Park,  Ky.  These  properties  known  as  the  Great  Onyx  and  Crystal 
Caves  are  located  within  the  boundaries  of  the  park  and  are  owned 
and  operated  by  private  individuals.  The  operation  of  these  pri- 
vately owned  caves  within  the  park  boundaries  has  created  difficul- 
ties in  administration  of  the  park. 

The  Congress  has  not  been  unmindful  of  the  situation  because  three 
separate  legislative  proposals  have  been  enacted  for  the  purpose  of 
eliminating  these  privately  owned  cave  operations.  The  act  of  J une 
5,  1912,  authorized  the  Secretary  to  set  aside  fluids  from  revenues 
that  were  in  excess  of  certain  operating  expenses  to  apply  toward  the 
acquisition  of  these  two  cave  properties.  The  amount  of  $9,591.86 
was  accumulated  from  this  source  but  was  rescinded  by  the  act  of 
June  30, 1948,  which  authorized  an  appropriation  for  the  specific  pur- 
pose of  acquiring  the  properties.  Only  $50,000  has  been  appropri- 
ated under  that  authorization,  of  which  about  $18,000  was  used  to  make 
surveys,  studies  of  cave  visitation  and  income,  and  surface  right 
appraisals  of  the  two  cave  properties.  On  March  27,  1954,  legisla- 
tion was  enacted  authorizing  the  Secretary  to  cooperate  with  the  Com- 
monwealth of  Kentucky  to  arrange  for  the  acquisition  of  the  two  cave 
properties.  This  legislation  also  provided  for  the  accumulation  of 
revenues  in  excess  of  certain  operating  costs  to  apply  toward  acquisi- 
tion costs.  During  the  1955-58  fiscal  years,  the  sum  of  $80,401  has 
accumulated  in  this  account.  The  Commonwealth  of  Kentucky  co- 
operatively agreed  to  issue  unsecured  bonds  to  finance  the  cost  of 
acquisition  of  the  properties,  for  which  repayment  would  be  made  out 
of  the  revenues  set  aside  annually  as  stated  above. 

It  is  now  evident  that  park  revenues  will  not  be  sufficient  to  meet 
both  the  principal  and  interest  on  the  bond  issue  formerly  under  con- 
sideration, and  there  appears  no  feasible  means  of  adequately  increas- 
ing the  revenue  fund.  As  a result  of  this  determination,  the  Common- 
wealth of  Kentucky  and  the  Service  recently  contacted  the  cave  owners 
and  agreements  have  been  reached  to  acquire  the  properties  at  a cost 
of  $650,000  for  which  options  have  been  obtained. 

The  estimate  of  $537,768,  together  with  the  balances  remaining  from 
funds  previously  made  available  will  provide  the  funds  needed  to 
accept  these  options,  one  of  which  expires  on  June  17,  1959,  and  the 
other  on  October  17, 1959. 

We  urge  that  the  estimate  be  allowed  in  full  to  provide  for  a solu- 
tion to  this  most  perplexing  problem  in  park  administration. 

OPTIONS  FOR  PURCHASE  OF  CAVES 

Chairman  Hayden.  When  were  those  options  obtained  ? 

Mr.  Montgomery.  They  were  obtained  in  J anuary,  sir. 

Chairman  Hayden.  It  seems  to  be  a very  short  option,  especially 
when  you  have  to  deal  with  Congress. 

Mr.  Montgomery.  I beg  your  pardon,  sir. 

Chairman  Hayden.  It  seems  to  me  that  taking  options  in  January, 
which  will  expire  in  J une  and  October,  it  does  not  give  you  much  time 
to  turn  around  in. 

Mr.  Montgomery.  That  is  true,  sir. 

Chairman  Hayden.  Why  could  you  not  get  them  for  a longer  time  ? 
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Mr.  Montgomery.  This  was  the  best  proposition  that  could  be 
worked  out.  The  matter  was  explored  fully  and  this  was  the  best 
deal  that  could  be  obtained. 

EXTENSION  OF  OPTIONS 

Chairman  Hayden.  Can  either  of  these  options  be  extended? 

Mr.  Montgomery.  Yes,  sir.  The  one  covering  the  Great  Onyx 
Cave,  which  expires  on  June  17,  can  be  extended  for  a 4-month  period,, 
subject  to  agreement  of  the  owner  to  extend  it.  If  he  objects  the 
option  is  off. 

Chairman  IIayden.  I assume  that  the  idea  of  reducing  the  contract 
authority  of  the  parkways  originated  in  the  Bureau  of  the  Budget 
and  not  in  the  Department.  Am  I correct? 

Mr.  Montgomery.  That  is  correct,  sir. 

Chairman  Hayden.  Just  what  is  the  relationship  between  the 
acquisition  of  the  cave  and  the  construction  of  the  parkways? 

Mr.  Montgomery.  Sir,  there  is  no  connection  between  acquisition 
of  the  caves  and  contruction  of  the  parkways.  They  are  all  part  of 
the  overall  program  of  the  National  Park  Service. 

The  caves  are  in  a national  park  and  the  contract  authorization 
involved  is  for  the  construction  of  parkways  specifically. 

Chairman  Hayden.  That  is  the  way  it  appears  to  me;  there  is  no- 
connection  between  them. 

EFFECT  OF  RESCISSION  OF  CONTRACT  AUTHORITY 

If  the  committee  should  recommend  that  rescission  of  the  contract 
authority  for  parkways — I am  personally  opposed  to  it — would  there 
be  any  substantial  curtailment  of  the  parkway  program? 

Mr.  Montgomery.  Sir,  if  I understand  you  correctly,  if  this  rescis- 
sion holds  we  would  have  to  take  projects  out  of  our  parkways  con- 
struction program  to  the  extent  of  the  rescission. 

Did  I understand  your  question  correctly  ? 

Chairman  Hayden.  You  understood  me  correctly. 

You  say  that  something  will  have  to  be  curtailed  in  the  parkway 
program  that  we  have  not  planned  for  by  reason  of  this  rescission? 

Mr.  Montgomery.  That  is  correct,  sir.  We  would  have  to  reduce 
our  parkways  program  in  this  amount. 

Senator  Ellender.  When  you  speak  of  a program,  you  mean  acqui- 
sition so  as  to  have  more  under  your  jurisdiction? 

Mr.  Montgomery.  No,  sir;  we  have  the  various  authorized  park- 
ways, the  Blue  Ridge  Parkway,  the  Natchez  Trace  Parkway,  the  Foot- 
hills Parkway,  et  cetera.  They  are  all  uncompleted.  The  contract 
authorization  finances  programs  aimed  at  their  completion. 

Senator  Ellender.  This  acquisition,  though,  would  impose  on  you 
more  administration,  would  it  not  ? 

Mr.  Montgomery.  It  would  place  in  Government  ownership  the  two 
cave  properties  which  are  already  within  the  park  boundaries.  Their 
administration  as  a part  of  the  park  would  entail  very  little. 

TOTAL  LAND  INVOLVED  IN  OPTIONS 

Senator  Ellender.  How  much  land  is  involved  in  these  two  options 
to  which  you  refer  ? 

Mr.  Montgomery.  I will  ask  Mr.  Lee  to  answer  that. 
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Mr.  Lee.  There  are  cavern  rights  involved  here,  about  125  acres, 
and  there  are  about  550  additional  acres  of  surface  and  cave  rights 
in  the  property. 

There  is  also  a small  acreage  where  there  is  a question  as  to  title 
which  would  be  wiped  out  as  a result  of  these  contracts. 

Senator  Ellender.  How  much  would  this  land  cost  the  Govern- 
ment ? Is  it  the  amount  you  are  requesting  ? 

Mr.  Lee.  Sir,  the  overall  amount  is  $650,000. 

Senator  Ellender.  That  would  cover  the  cost  of  500-some-odd  acres 
of  land,  the  caves,  and  the  caverns  ? 

Mr.  Lee.  The  caves  and  the  caverns  and  surface  rights  total  about 
675  acres. 

Senator  Ellender.  Are  these  caves  and  caverns  connected  with 
other  caves  and  caverns  that  you  are  now  administering  ? 

OPERATION  OF  CAVES  BY  PRIVATE  INTERESTS 

Mr.  Lee.  No,  they  are  not.  They  are  in  a separate  part  of  the  park. 
Each  of  the  two  caves,  Crystal  Cave  and  Great  Onyx  Cave,  is  operated 
by  private  parties.  One  of  the  parties  is  Mr.  and  Mrs.  Cox,  and  the 
other  is  the  Thomas  interests. 

Senator  Ellender.  What  is  the  advantage  of  having  that  in  the 
hands  of  the  Government  if  it  is  operated  by  private  enterprises  ? 

Mr.  Lee.  The  problem  there  has  been  that  the  operation  of  these 
two  caves  has  created  a serious  administrative  difficulty  in  the  park, 
largely  because  of  the  roadside  solicitation,  that  these  cave  operators 
have  conducted  for  many,  many  years.  We  have  a heavy  file  of  pro- 
tests of  visitors  to  Mammoth  Cave  National  Park  because  of  misleading 
advertising  that  has  been  done  in  many  of  these  cases. 

Likewise,  people  are  confused  when  they  come  to  the  park.  They 
become  confused  between  these  private  caves  and  the  Government  cave, 
Mammoth  Cave. 

Likewise,  there  has  been  intense  competition  between  the  cave  own- 
ers with  the  result  that  the  public  has  suffered  as  a result  of  that  be- 
cause of  the  representations  that  have  been  made. 

In  some  cases  alongside  the  road  one  operator  tries  to  divert  traffic 
from  one  cave  to  the  other  and  in  some  cases  they  have  tried  to  divert 
the  traffic  from  the  Mammoth  Cave,  the  Government  cave,  to  these 
private  caves. 

We  have  tried  for  perhaps  20  years  to  find  some  way  of  stopping 
these  practices,  but  the  only  practical  way  to  do  it  is  to  put  all  of  these 
caves  in  one  ownership,  Government  ownership,  so  that  they  can 
be  administered  as  a unit. 

PREVIOUS  PROPOSALS  TO  ACQUIRE  PROPERTIES 

Senator  Dworshak.  Were  there  any  proposals  previously  made  to 
acquire  these  two  properties? 

Mr.  Lee.  Yes,  Senator,  there  were.  As  a matter  of  fact,  the  history 
on  these  two  caves  goes  back  to  the  very  inception  of  this  park  program 
in  Kentucky. 

The  first  attempt  to  acquire  the  Great  Onyx  Cave,  one  of  those  in- 
volved in  this  proposal,  was  made  about  30  years  ago  when  the  State 
of  Kentucky  endeavored  to  condemn  these  properties. 
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They  did  take  these  properties  into  condemnation  in  the  State 
courts  and  for  Great  Onyx  Cave  there  was  an  award  of,  in  round 
figures,  $400,000.  At  that  time  the  State,  which  footed  the  bill  for  the 
initial  land-acquisition  program,  did  not  have  the  money  to  pay  for 
that  award  and  the  Congress  recognized  the  cost  of  those  caves  at 
one  time  by  authorizing  the  exclusion  of  those  two  caves  from  the 
park. 

Subsequently,  if  you  go  through  the  legislative  history  pertaining 
to  these  caves,  you  will  find  that  the  Congress  recognized  that  this  was 
an  intolerable  situation,  with  the  result  that  in  the  past  10  years  or 
so,  there  have  been  legislative  enactments  aimed  at  assisting  the  Park 
Service  in  acquiring  these  cave  properties. 

However,  for  one  reason  or  the  other  we  were  not  able  to  do  that 
within  the  framework  of  those  authorizations.  Consequently,  we 
worked  out  the  best  deal  we  could  down  there  for  these  rights  and  we 
were  able  to  secure  options  within  the  amount  that  was  the  overall 
amount  established  by  the  House  subcommittee  that  heard  the  item 
when  it  came  up  about  3 or  4 years  ago  when  we  were  trying  to  work 
this  out  cooperatively  with  the  State  of  Kentucky. 

There  is  quite  a long  history  of  legislative  enactments  to  assist 
us  in  acquiring  these  caves  and  I will  not  go  into  those  unless  you  want 
the  details. 

OPTIONS  COMPARED  TO  ORIGINAL  PRICES 

Senator  Dworshak.  Are  the  prices  involved  in  these  options  ma- 
terially increased  over  the  original  prices  which  were  proposed  for  the 
properties  ? 

Mr.  Lee.  No,  Senator.  I am  rather  surprised  that  in  spite  of  the 
condemnation  award  of  $400,000  for  Great  Onyx  Cave  almost  30  years 
ago  we  have  an  option  here  for  $365,000  with  2 years’  operating  rights 
which  was  the  final  thing  which  we  threw  into  the  pot  in  order  to 
make  the  deal. 

Senator  Ellender.  How  about  the  other  property  ? 

Mr.  Lee.  The  other  property  never  did  reach  the  condemnation 
stage.  That  was  not  pursued  about  30  years  ago  because  of  the 
high  award  in  the  Great  Onyx  Cave  case. 

However,  all  of  the  endeavors  until  J anuaiy  to  acquire  this  Crystal 
Cave — it  is  also  referred  to  as  the  Floyd  Collins  Cave — were  unsuc- 
cessful. The  asking  price  of  these  owners  in  dealing  with  the  State 
of  Kentucky,  which  at  one  time  tried  to  assist  us  in  this  acquisition 
program,  was  a minimum  of  $400,000  which  had  been  set  by  these 
owners.  We  have  an  option  here,  signed,  sealed,  and  delivered  to  us, 
for  $285,000  with  3 years’  operating  rights. 

The  options  are  signed,  ready  for  acceptance. 

POSSIBILITY  OF  INCREASED  REVENUES 

Senator  Dworshak.  If  these  properties  are  purchased  now  and 
included  in  the  Mammoth  Cave  National  Park,  is  there  a possibility 
that  the  annual  revenues  will  increase  greatly  ? 

Mr.  Lee.  Yes,  there  is  an  opportunity  to  increase  the  revenues  here. 
We  have  looked  at  the  caves  from  this  standpoint.  Mammoth  Cave 
would  probably  be  the  only  one  that  we  would  operate  during  the 
offseason  period.  But  during  the  heavy  season  probably  for  3 
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months,  we  believe  that  these  two  caves  can  be  operated  and  that  they 
will  brinsf  in  additional  revenue. 

I might  say  that  two  families  who  operate  these  caves  presently 
have  members  of  their  family  that  are  earning  their  living  off  these 
caves,  or  have  earned  their  living  from  them.  There  is  net  income 
there  and  there  have  been  profits  that  have  been  involved  in  these 
cave  operations. 

I have  the  belief  that  operation,  even  on  a 3-month  operation,  or  d- 
month  operation,  depending  on  what  the  needs  will  be.  that  there  will 
be  additional  revenues  at  the  park. 

However,  what  that  will  be  is  a little  bit  hard  to  say  at  this  time, 
because  there  will  be  a 2-year  period  of  operation  by  one  set  of  owners 
and  a 3-year  period  of  operation  by  the  other  set  of  owners. 

OPERATING  EXPENSES 

Senator  Dworshak.  Trill  the  operating  expenses  be  increased  also  ? 

Mr.  Lee.  I doubt  whether  there  will  be  an  appreciable  increase.  Of 
course,  there  we  will  have  the  problem  of  trying  to  weigh  probably  the 
3-  or  4-month  operation  against  the  present  year-round  operation. 
The  present  plan  is  to  take  the  people  when  they  come  into  the  park 
to  these  caves  by  bus  from  the  main  park  headquarters. 

The  fundamental  point  that  is  involved  here  and  the  important  one 
is  that  we  have  operating  contracts  in  which  all  of  these  roadside 
stands,  all  of  this  solicitation  which  has  been  done  in  the  past,  will 
automatically  terminate  upon  our  acceptance  of  these  options. 

Senator  Allott.  How  do  you  expect  to  operate  these  two  caves 
without  running  into  additional  operating  expenses  \ 

Mr.  Lee.  The  parties  here  have  people  who  are  residing  in  the 
park.  TThether  all  of  those  people  will  be  needed  there  at  that  time, 
I don't  know,  because  we  have  an  overall  maintenance  group  and  we 
will  take  people  down  there  by  bus  and  we  will  operate  only  part 
of  the  time.  Just  how  we  will  come  out,  what  the  expenses  will  be, 
I could  not  say : we  don't  have  that  much  information  on  it,  but  I do 
believe  that  there  will  be  additional  revenues  at  the  park. 

I would  say  that  probably  there  will  be  profits  which  have  run 
more  than  $20,000  a year  over  and  above  the  salaries  and  expenses 
of  these  two  cave  operations.  A substantial  portion  of  that,  I believe, 
will  be  recouped  by  the  Government  in  the  annual  operation  of  these 
two  caves. 

Senator  Dworshak.  Is  this  the  only  remaining  private  property 
within  the  boundaries  of  the  park  \ 

Mr.  Lee.  Yes.  That  is  one  of  the  virtues  of  this  acquisition. 

Hpon  the  acquisition  of  these  two  caves,  there  will  be  no  more 
privately  owned  property  within  Mammoth  Park. 

As  you  gentlemen  all  realize,  that  is  one  of  the  most  ideal  things 
we  can  have  in  our  administration  of  a park. 

Chairman  Hayden.  Senator  Morton,  you  wrote  me  a letter  on  this. 
Is  there  anvthinof  you  want  to  state  to  the  committee; 


Zl)4  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 

STATEMENT  OF  HON.  THRUSTON  B.  MORTON,  A UNITED  STATES 
SENATOR  FROM  THE  STATE  OF  KENTUCKY 

SUPPORT  FOR  CAVE  ACQUISITION 

. Senator  Morton.  Very  briefly,  I have  been  very  much  interested 
in  this  matter  for  the  past  2 years.  This  is  a rather  unique  opera- 
tion, Mammoth  Cave  National  Park,  in  that  it  does  have  the  two 
competing'  private  caves  within  the  national  park  confines. 

Senator  El  lender  raised  a very  good  question  about  private  enter- 
prise doing  it,  and  why  not  let  them  keep  on  doing  it?  But  I would 
like  to  point  out  what  actually  happens  to  the  tourist  as  he  drives 
down  U.S.  31— W,  which  is  the  highway,  the  principal  highway,  serv- 
ing the  Mammoth  Cave  National  Park.  He  is  greeted  by  signs  on 
barns  and  big  enormous  roadside  billboards  advertising  and  exploit- 
ing the  two  private  caves,  Great  Onyx  and  Crystal. 

If  I were  the  operator  of  one  of  those  two  private  caves  I would 
be  doing  exactly  the  same  aggressive  advertising  that  the  owners  are 
presently  doing. 

The  dignified  signs  indicating  that  the  road  goes  to  Mammoth  Cave 
National  Park  are,  of  course,  present.  Many  of  the  visitors — and  I 
have  received  this  complaint  as  a representative  of  the  State  of  Ken- 
tucky— have  actually  gone  to  one  of  the  privately  owned  caves  and 
have  been  on  their  way  to  Florida  or  back  to  Chicago  or  wherever 
they  came  from  and  were  100  miles  on  their  way  before  they  realized 
that  they  did  not  take  their  children  to  see  the  Great  Mammoth  Cave 
National  Park ; they  went  to  some  other  park. 

Also,  I think  the  plans  for  the  full  development  of  the  park  have 
been  somewhat  held  back  by  the  existence  of  these  two  private  caves 
and  by  the  fact  that  for  a great  many  years  through  one  device  or 
another  the  Government  has  been  trying  to  get  them  and  the  people 
of  Kentucky  have  been  trying  to  work  it  out  so  that  the  Government 
can  take  them  over. 

PARK  ATTENDANCE 

Mammoth  Cave  National  Park  is  the  only  park  in  the  country 
where  the  attendance  has  been  falling  down  or  holding  static  for 
the  past  few  years,  whereas  most  of  our  other  national  parks  have 
been  enjoying  an  increase.  It  is  a highly  successful  park,  never- 
theless. 

The  concession  at  Mammoth  Cave  is  a nonprofit  concession,  ad- 
ministered by  a concessionaire  which  also  operates  at  Several  o^her 
national  parks.  The  profits  from  the  Mammoth  Cave  National  Park 
concession  have  been  helping  to  carry  the  concessions  at  certain  other 
parks  which  have  not  been  profitable. 

But  certainly,  the  consolidation  of  the  three  caves  at  Mammoth 
Cave,  so  that  they  are  all  under  the  administration  of  the  National 
Park  Service,  I think,  will  make  a very  much  more  enjoyable  park 
for  those  who  use  the  parks  and  will  cause  far  less  confusion  in  the 
minds  of  the  visiting  public. 

I might  say  this,  that  originally  when  the  State  of  Kentucky, 
largely  through  private  donations,  raised  the  funds  to  acquire  these 
lands  and  turn  them  over  to  the  Government,  it  was  hoped  that  funds 
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would  be  there  to  take  over  these  private  caves.  Sufficient  funds 
were  not  there. 

CONDEMNATION  SUIT 

As  has  been  indicated  a condemnation  suit  was  made  against  one 
of  these  caves.  Subsequent  to  the  acquisition  by  Congress  in  1953, 
I believe,  appraisals  were  made  of  the  properties.  These  options 
were  obtained  by  the  National  Park  Service.  Through  the  coopera- 
tion of  the  State  of  Kentucky  and  the  cooperation  of  families  who 
own  the  caves,  who  were  very  cooperative  in  the  negotiations,  these 
options  were  obtained  at  lower  prices  than  the  assessment  worked 
out  in  1953. 

I think  the  price  is  a reasonable  one.  I have  been  over  the  books 
of  both  of  these  private  operators.  I do  not  remember  them  off- 
hand, but  they  do  show  a profitable  operation. 

I think  that  the  Government  can  so  improve  it  as  an  attraction 
and  can  continue  to  make  a profit  on  the  operation  of  these  two  prop- 
enes,  as  well  as  Mammoth  Cave  itself. 

I hope  that  the  committee  will  give  favorable  consideration  to  this 
request. 

The  chairman’s  point  was  well  taken  in  that  this  is  a mighty  short 
option  when  one  has  to  deal  with  the  Congress.  I will  grant  that, 
Mr.  Chairman. 

This,  however,  was  a matter  which  has  been  going  on  for  many  years. 
It  has  created  wide  interest  in  the  State.  I think  that  the  families 
who  own  the  caves  have  been  most  cooperative  in  trying  to  bring  this, 
to  adjudication  and  settlement  and  I believe  that  they  came  down 
somewhat  on  the  price  they  thought  their  property  was  worth  with 
the  understanding  that  it  would  be  cleaned  up  quickly  once  and  for  all. 

I thank  you,  Mr.  Chairman,  for  this  opportunity. 

Chairman  Hayden.  We  thank  you,  gentlemen,  for  your  appearance. 

Mr.  Montgomery.  Thank  you. 

Bureau  of  Land  Management 
Management  of  Lands  and  Resources 

Chairman  Hayden.  House  Document  No.  58  includes  a supple- 
mental estimate  of  $3,814,000  for  “Management  of  lands  and  resources, 
Bureau  of  Land  Management.”  This  estimate  is  made  up  of  two 
parts : 

1.  Increased  pay  costs,  $1,314,000.  Mr.  Beasley  covered  this  item 
in  his  overall  statement  on  pay  costs  for  the  Department. 

2.  The  second  part  of  the  estimate  is  $2,500,000  to  cover  the  cost  of 
fighting  fires  on  the  public  domain  lands  in  the  Western  States  and 
Alaska.  The  House  allowed  the  full  amount  requested  for  this 
purpose. 

The  justifications  will  be  included  in  the  record. 

(The  justifications  referred  to  follow :) 
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DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 


(H.  Doc.  58) 

Management  of  lands  and  resources 


Appropriation  to  date 1 $23,  075,  000 

Obligations  to  Dec.  31,  1958 $15,  462,  612 

Expenditures  to  Dec.  31,  1958 $12, 187,  998 

Budget  estimate  next  fiscal  year $24,  377,  000 

Request  (for  1 month  from  June  1,  1959) $3,  814,  000 

Employment : 

Average  number,  current  appropriation 2,  791 

Number  involved  this  estimate  (casual  firefighters  only) 412 

Actual  employment  (Dec.  31,  1958) 2,341 


1 Includes  $885,000  appropriated  in  Supplemental  Appropriation  Act,  1950. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  total  amount  of  supplemental  funds  needed  for  fiscal  year  1959  is  $3,814,- 
000.  This  amount  includes  $2,500,000  to  cover  costs  of  firefighting  on  public 
domain  lands  in  the  Western  States  and  Alaska,  and  $1,314,000  to  cover  costs  of 
the  pay  increase  granted  by  Public  Law  85-462. 

Following  is  an  analysis  of  firefighting  funds  available,  obligations  incurred, 
and  the  additional  amount  required  : 

Obligations  for  firefighting  to  Dec.  31,  1958 — including  obligations 


incurred  in  fiscal  year  1958,  financed  from  1959  appropriations — $2,  224,  436 
Appropriated  1959 400,  000 


Deficit ^ 1,  824,  436 

Estimated  obligations,  remainder  of  fiscal  year 675,  564 


Supplemental  appropriation  required  for  fire  suppression 2,  500,  000 


Program  and  financing 


1959  presently 
available 


1959  revised 
estimate 


1959  increase 
(+)  or  de- 
crease (— ) 


Program  by  activities:  - 

1.  Lease  and  disposal  of  lands  and  mineral  resources 

2.  Management  of  grazing  lands 

3.  Forestry 

4.  Cadastral  surveys „ 

5.  Soil  and  moisture  conservation 

6.  Fire  suppression 

7.  Maintenance  of  physical  facilities 

8.  Maintenance  of  access  roads 

9.  Weed  control 

10.  General  administration 

11.  1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases 

Total  obligations - 

Financing:  1959  appropriation  available  in  1958 

New  obligational  authority 


$6, 739, 100 
2, 601,100 
5, 416, 100 

2,  513, 000 

3,  834. 000 
400,  000 

50, 000 
254, 000 
. 1, 080, 100 
1,  501,  600 
-77, 353 
-1,  314, 000 


22,  997,  647 
77, 353 


$6,  739, 100 
2,  601, 100 
5,  416, 100 

2,  513, 000 

3,  834, 000 
2, 900, 000 

50, 000 
254,  000 
1, 080, 100 
1,  501,  600 
-77, 353 


26,  811,647 
77, 353 


+$2,  500, 000 


+1,314,000 

+3,814,000 


23, 075, 000 


26,  889, 000 


+3,  814,000 


Bureau  of  Land  Management 

JUSTIFICATION 

Management  of  lands  and  resources $3,  814,  000 

6.  Fire  suppression,  $2,500,000 

A supplemental  appropriation  of  $2,500,000  is  required  to  cover  the  cost  of  fire 
suppresison  on  lands  under  the  jurisdiction  of  the  Bureau  of  Land  Management 
in  the  fiscal  year  1959.  From  July  to  December  31,  1958,  this  cost  has  reached 
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$1,824,436  and  it  is  anticipated  that  fire  cost  during  the  spring  season  to  June  30, 
1959,  will  require  an  additional  $675,564. 

Since  it  is  impossible  to  predict  the  cost  of  fire  suppression,  it  has  been  the 
practice  of  the  Congress  to  appropriate  a token  amount  to  the  Bureau  of  Land 
Management  for  fire  suppression,  the  remainder  to  be  provided  by  a supple- 
mental appropriation,  thus  avoiding  the  necessity  of  curtailing  regular  Bureau 
programs  to  provide  funds  for  firefighting.  The  amount  appropriated  for  this 
purpose  in  fiscal  year  1959  is  $400,000.  However,  firefighting  costs  in  fiscal 
year  1958  exceeded  the  amount  available  therefor,  making  it  necessary  to  apply 
the  $400,000  appropriated  for  1959  to  1958  costs.  This  is  authorized  by  section 
102  of  the  general  provisions,  Department  of  the  Interior,  in  the  Department  of 
the  Interior  and  Related  Agencies  Appropriation  Act,  Public  Law  85-439. 

Following  is  an  analysis  of  firefighting  funds  available,  obligations  incurred, 
and  the  additional  amount  required  : 

Obligations  for  firefighting  to  Dec.  31,  195S,  including  obligations  in- 


curred in  fiscal  year  1958,  financed  with  1959  appropriations $2,  224,  436 

Appropriated  1959 400,  000 


Deficit 1,  824,  436 

Estimated  obligations  remainder  of  fiscal  year 675,  564 


Supplemental  appropriation  required 2,  500,  000 

Obligations  incurred  for  fire  suppression  for  the  last  half  of  the  fiscal  years 
1955  through  1958  and  estimated  for  last  half  of  fiscal  year  1959  are  as  follows : 


1955  $50,  483 

1956  85,  636 

1957  438,442 

1958  625,348 

1959  (estimated) 675,564 


The  funds  requested  for  the  balance  of  this  fiscal  year  are  intended  to  avoid 
the  necessity  of  requiring  1960  funds  to  meet  obligations  incurred  during  the  cur- 
rent fiscal  year. 

During  the  summer  season  of  1958,  early  matured  grass  cover,  low  precipitation 
and  high  temperatures  combined  to  result  in  a very  severe  fire  season.  Although 
it  was  severe  in  Alaska,  it  was  even  more  so  in  the  Western  States.  The  Bureau 
is  making  greater  use  of  chemical  retardants  and  of  aircraft  for  detection  and 
suppression.  The  Bureau's  efforts  in  improving  techniques  of  earlier  detection 
and  prompt  suppression  have  resulted  in  substantial  reduction  in  the  destruction 
of  our  natural  resources.  This  is  evidenced  in  the  fact  that  despite  377  more  fires 
in  1958  than  in  1957,  there  were  4,595,114  fewer  acres  burned. 

The  following  table  shows  the  number  of  fires  and  acres  burned  during  the  past 
5 calendar  years : 


1954 

1955. 

1956 

1957. 

1958 


Calendar  year 


Xumber  of 
fires 


852 

580 

1.041 

1.280 

1.657 


Acres  burned 


1.200.000 
93,582 
518, 868 
5.  543, 000 
947,886 


Obligations  incurred  for  fire  suppression  for  fiscal  year  1955  through  1958 
and  estimated  for  fiscal  year  1959  are  shown  in  the  following  table : 

Obligations 


Fiscal  year : incurred 

1955  $522,  845 

1956  374,  916 

1957  823,  608 

1958  2, 198,  990 

1958  (estimated) 2,  900,  000 


38932—59 -14 
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Pay  increase , Public  Law  85-462 , $1,314,000 

The  cost  of  the  pay  increase  granted  by  Public  Law  85-462  to  this  appro- 
priation will  be  $1,314,000.  A deficiency  appropriation  for  the  full  amount  will 
be  required  in  order  to  prevent  curtailment  of  the  programs  for  which  the  1959 
appropriation  was  made.  Savings  that  might  accrue  from  lapses  in  approved 
positions,  program  adjustments  or  from  any  other  source,  will  be  applied  toward 
any  deficiency  resulting  from  the  cost  of  firefighting. 

Bureau  of  Indian  Affairs 
Payment  to  Standing  Rock  Sioux  Tribe  of  Indians 

Chairman  Hayden.  The  House  allowed  the  budget  estimate  of 
$6,000,000  for  the  payment  to  the  Standing  Rock  Sioux  Tribe  of 
Indians.  This  payment,  which  is  to  compensate  the  tribe  for  lands 
taken  for  the  construction  of  the  Oahe  Reservoir,  was  authorized  by 
section  5 of  Public  Law  85-915. 

A copy  of  the  authorizing  act  and  the  justifications  will  be  included 
in  the  record. 

(The  materials  referred  to  follow :) 

Excerpt  From  Public  Law  85-915 

“Sec.  5.  There  is  authorized  to  be  appropriated  the  further  sum  of  $6,960,000, 
which  shall  be  deposited  in  the  Treasury  of  the  United  States  to  the  credit  of 
the  Standing  Rock  Sioux  Tribe  to  draw  interest  on  the  principal  at  the  rate 
of  4 per  centum  per  annum  until  expended  for  the  purpose  of  developing  indi- 
vidual and  family  plans,  relocating,  reestablishing,  and  providing  other  assist- 
ance designed  to  help  improve  the  economic  and  social  conditions  of  all  recog- 
nized members  of  the  Standing  Rock  Sioux  Tribe  regardless  of  residence  on  the 
reservation : Provided,  That  such  fund  may  be  expended  in  accordance  with 
plans  and  programs  approved  both  by  the  tribal  council  and  the  Secretary  of 
the  Interior : And  provided  further,  That  no  part  of  such  funds  shall  be  used 
for  per  capita  payments,  or  for  the  purchase  of  land  by  the  tribe  except  for  the 
purpose  of  resale  to  individual  Indians  in  furtherance  of  the  rehabilitation  pro- 
gram authorized  by  this  section.” 

DEPARTMENT  OF  THE  INTERIOR 
Bureau  of  Indian  Affairs 
(H.  Doc.  58) 

Payment  to  Standing  Rock  Sioux  Tribe  of  Indiwns 
Request .... $6,  960,  000 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

This  proposed  supplemental  appropriation  is  required  to  carry  out  section  5 
of  the  act  of  September  2,  1958  (72  Stat.  1762),  which  authorizes  the  appropria- 
tion of  $6,960,000  for  deposit  to  the  credit  of  the  Standing  Rock  Sioux  Tribe  of 
Indians.  The  funds  are  to  be  used  for  the  purpose  of  developing  individual 
and  family  plans,  relocating,  reestablishing,  and  providing  other  assistance 
designed  to  help  improve  the  economic  and  social  conditions  of  all  recognized 
members  of  the  Standing  Rock  Sioux  Tribe  of  Indians. 

JUSTIFICATION 

Public  Law  85-915  approved  September  2,  1957  (72  Stat.  1762)  provides  for 
the  acquisition  of  lands  by  the  United  States  required  for  construction  of  Oahe 
Dam  on  the  Missouri  River  and  for  rehabilitation  of  the  Indians  of  the  Stand- 
ing Rock  Sioux  Reservation  in  South  and  North  Dakota. 

Section  5 of  the  act  authorizes  to  be  appropriated  the  sum  of  $6,960,000  for 
deposit  to  the  credit  of  the  tribe  for  the  purpose  of  developing  individual  and 
family  plans,  relocating,  reestablishing,  and  providing  other  assistance  designed 
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to  help  improve  the  economic  and  social  conditions  of  all  recognized  members 
of  the  tribe  and  provides  further  that  such  fund  may  be  expended  in  accord- 
ance with  plans  and  programs  approved  both  by  the  tribal  council  and  the  Sec- 
retary of  the  Interior. 

The  tribe  has  an  enrollment  of  about  5,300  members,  of  whom  about  3,600, 
•constituting  700  families,  reside  on  the  reservation.  The  taking  authorized  by 
the  bill  will  force  186  families  to  move  from  the  taking  area  and  be  absorbed 
in  the  diminished  reservation  which  presently  is  inadequate  in  both  quality 
and  quantity  of  land. 

The  present  social  and  economic  status  of  the  tribe  is  very  bad.  These  people 
now  live  in  poor  quality  and  entirely  inadequate  houses,  crowded  to  an  average 
of  five  to  a room,  and  most  of  the  living  quarters  are  without  indoor  plumbing 
or  electricity.  Two-thirds  haul  water  for  domestic  use  and  80  percent  must 
go  as  far  as  one-half  mile  for  drinking  water.  The  Standing  Rock  Indians  are 
the  lowest  income  group  in  the  Nation,  with  a median  income  in  1955  of  $340 
per  person,  including  public  welfare  and  pensions  payments,  compared  to  a 1954 
national  average  of  $1,170  per  person.  Four  out  of  five  people  receive  public 
assistance  in  one  form  or  another.  They  have  little  or  not  work  and  few  work 
opportunities.  They  are  totally  unprepared  or  equipped  to  live  in  large  centers 
of  population  because  of  their  timidity,  educational  limitations,  language  handi- 
caps, and  lack  of  special  skills  or  vocational  training.  Likely  candidates  for 
relocation  services  have  already  left  the  reservation. 

It  is  imperative  that  plans  for  rehabilitation  be  approved  at  the  earliest  pos- 
sible date  so  that  a minimum  loss  of  subsistence  and  livelihood  will  stem  from 
the  taking  of  the  lands  and  so  that  the  economic  and  social  conditions  of  these 
Indians  may  not  only  be  improved  but  maintained. 

The  amount  of  $6,960,000  is  requested  so  that  funds  will  be  available  at  the 
earliest  possible  date  to  enable  the  Secretary  and  the  tribte  to  carry  out  their 
respective  responsibilities  with  respect  to  individual  members  of  the  tribes.  The 
first  group  of  Indians  are  to  be  moved  from  their  homes  and  relocated  by  April 
1959. 

National  Park  Service 
Management  and  Protection 

Chairman  Hayden.  House  Document  No.  58  includes  a supple- 
mental estimate  of  $1,388,500  for  “Management  and  protection,  Na- 
tional Park  Service.”  Of  this  amount  $1,188,500  is  for  increased  pay 
costs  which  has  already  been  discussed.  The  balance  of  the  esti- 
mate— $200,000 — is  for  the  cost  of  fighting  forest  fires  in  the  national 
parks.  The  House  allowed  the  full  amount  requested  for  this  pur- 
pose. 

The  justifications  will  be  included  in  the  record. 

(The  justifications  referred  to  follow :) 

DEPARTMENT  OF  THE  INTERIOR 
National  Park  Service 
(H.  Doc.  58) 

Management  and  protection , 'National  Park  Service,  1959  fiscal  year 


Appropriation  to  date $14,  727,  000 

Obligations  to  Dec.  31,  1958 $8,  308,  915 

Expenditures  to  Dec.  31,  1958 $7,  792,  737 

Budget  estimate  next  fiscal  year $17,  000,  000 

Request  (for  3 months  from  Apr.  1,  1959)  $1,388,  500 

Employment : 

Average  number,  current  appropriation 2,248 

Number  involved  this  estimate None 

Actual  employment  Dec.  31,  1958 1,  753 
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PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  purpose  of  the  supplemental  funds  is  to  provide  $1,103,500  for  pay  in- 
creases for  classified  employees  authorized  by  Public  Law  85-462  of  June  20, 
195S;  $85,000  for  increased  salaries  of  the  U.S.  Park  Police  pursuant  to  Public 
Law  85  584,  approved  August  1,  1958;  and  $200,000  for  forest  fire  suppression 
costs. 

The  funds  are  needed  to  cover  the  pay  increase  costs  imposed  by  legislation, 
and  to  cover  the  deficit  incurred  as  a result  of  forest  fire  suppression  costs  in 
excess  of  the  amount  of  $100,000  appropriated  for  the  purpose. 

This  appropriation  is  already  burdened  with  absorbing  other  costs  not  pro- 
vided for  in  the  amount  appropriated.  These  costs  include  $32,000  for  reim- 
bursement to  the  District  of  Columbia  for  benefit  payments  to  the  U.S.  Park 
Police,  and  $172,000  for  reallocation  of  park  ranger  positions  due  to  new  classifi- 
cation standards  prescribed  by  the  Civil  Service  Commission.  In  addition,  other 
costs  of  lesser  significance,  which  in  the  aggregate  create  additional  burden,  are 
such  items  as  wage  board  increases  already  in  effect;  increase  in  postal  rates; 
and  stepup  in  grades  of  certain  professional  employees. 

Firefighting  costs  during  the  fiscal  year  1959  through  December  31,  1958, 
amounted  to  about  $312,000,  or  more  than  $200,000  in  excess  of  the  amount  ap- 
propriated specifically  for  this  purpose. 


Program  and  financing 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 

Program  by  activities: 

1.  Management  of  park  and  other  areas. ... 

2.  Forestry  and  fire  control.  

3.  Soil  and  moisture  conservation ._  

$12,  463,  494 
925,  205 
102,  800 
2,  111,  131 
312,  870 
-81,916 
-1,188,  500 

$12, 463,  494 
1, 125,  205 
102,  800 
2,  111,  131 
312,  870 
-81,  916 

$200, 000 

4.  Park  and  recreation  programs.  ...  . ..  . 

5.  Concessions  management  ....  ..  

6.  1959  program  obligated  in  1958  

Supplemental  required  for  pay  increases  ...  . 

Total  obligations 

1, 188, 500 

14,  645, 084 
81,  916 

16, 033,  584 
81,  916 

1, 388, 500 

Financing:  1959  appropriation  available  in  1958  

New  obligational  authority 

14,  727, 000 

16, 115,  500 

1,  388,  500 

National  Park  Service 


JUSTIFICATION 

Management  and  protection,  $1,388,500 

This  supplemental  estimate  is  for  (a)  increased  pay  costs  pursuant  to  Public 
Law  85-462  and  Public  Law  85-584,  $1,188,500,  and  (&)  forest  fire  suppression 
costs,  $200,000. 


PAY  ACT  INCREASES 

Early  enactment  of  the  1959  appropriation  bill  and  the  advancement  of  a 
portion  of  the  appropriation  to  1958  for  supplies  and  equipment,  made  it  pos- 
sible for  the  Service  to  commence  operations  at  the  beginning  of  1959  with 
no  lag  in  obligations  anticipated  during  the  balance  of  the  year.  It  is  not 
expected  that  any  savings  will  accrue  during  the  year  under  this  appropriation. 

Salary  increase  costs  because  of  new  classification  standards  for  park  ranger 
positions,  which  were  prescribed  by  the  Civil  Service  Commission  on  February 
28,  1958,  are  being  absorbed  in  1959  at  a cost  of  about  $172,000.  The  amount 
of  $32,000  for  reimbursement  to  the  District  of  Columbia  for  benefit  payments 
to  the  U.S.  Park  Police  is  another  large  expense  not  provided  for  in  the  appro- 
priation for  1959.  Absorption  of  these  costs,  along  with  the  increase  in  postal 
rates  put  into  effect  during  the  early  part  of  1959,  and  the  wage  board  increases 
that  have  become  effective  since  the  estimates  were  formulated,  precludes  the 
possibility  of  absorbing  any  part  of  the  pay  increase  costs. 

Average  employment  for  the  year  to  date  is  continuing  at  a comparatively 
high  level.  Obligations  through  December  31,  1958,  are  estimated  at  about 
52  percent  of  the  amount  estimated  to  be  available,  which  includes  the  amounts 
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proposed  for  pay  increase  costs.  This  is  slightly  above  the  percentage  rate  for 
the  past  2 years  under  this  appropriation. 

EMERGENCY  FIRE  SUPPRESSION 

The  amount  of  $100,000  was  appropriated  for  1959  to  cover  emergency  fire 
suppression  and  presuppression  costs.  Costs  recorded  for  these  purposes  through 
December  1958  amount  to  about  $312,000,  or  $12,000  more  than  the  amount  re- 
quested. No  doubt,  other  fire  suppression  costs  will  accrue  prior  to  the  end  of 
the  fiscal  year. 

During  the  first  half  of  the  1959  fiscal  year,  291  fires  have  occurred  within 
Service  areas  for  which  funds  have  been  expended.  The  most  disastrous  fire, 
the  cost  of  which  totals  $206,000,  occurred  during  September  1958  in  Glacier  Na- 
tional Park,  Mont. 

The  Service  has  no  fund  resources  available  to  meet  these  additional  needs 
after  absorbing  the  numerous  unforeseen  costs  mentioned  under  the  justification 
for  pay  act  increases. 


Bureau  of  Reclamation 
Loan  Program 

Chairman  Hayden.  The  House  allowed  the  full  amount  of  the  sup- 
plemental estimate  of  $4,860,000  for  the  “Loan  program,  Bureau  of 
Reclamation.”  The  funds  requested  are  for  loans  under  the  provisions 
of  the  Small  Reclamation  Projects  Act  to  the  Goleta  County  Water 
District  in  California  ($2,080,000) ; and  the  Roosevelt  Water  Conser- 
vation District  in  Arizona  ($2,780,000).  The  applications  of  these 
two  organizations  meet  all  the  criteria  established  in  the  act,  including 
the  60-day  submission  to  Congress. 

The  justifications  will  be  included  in  the  record. 

(The  justifications  referred  to  follow :) 

DEPARTMENT  OF  THE  INTERIOR 
Bureau  of  Reclamation 
(H.  Doc.  58) 

Loan  program 


Appropriation  to  date 1 $9,  637, 000 

Obligations  to  Dec.  31,  1958 5,  949,  752 

Expenditures  to  Dec.  31,  1958 1,  307,  217 

Budget  estimate,  next  fiscal  year 220,  000 

Request  (to  remain  available  until  expended  for  4 months  from  Mar. 

1,  1959) $4,860,000 

Employment : 

Average  number,  current  appropriation 22 

Number  involved  this  estimate 

Actual  employment  (Dec.  31,  1958) 16 


1 Includes  $4,203,000  Supplemental  Appropriation. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Small  reclamation  project  loan  applications  for  the  Goleta  County  Water 
District  in  California  and  the  Roosevelt  Water  Conservation  District  in  Arizona 
were  approved  by  the  Secretary  and  sent  to  the  Congress  in  July  1958.  The 
appropriation  request  for  the  loan  program  for  fiscal  year  1959  included  funds 
for  loans  to  these  two  and  other  applicants.  In  approving  the  appropriation  for 
the  fiscal  year  1959  loan  program  the  Congress  included  funds  for  only  those 
applications  which  had  completed  the  60  days  before  Congress  as  required 
by  the  act  of  August  6,  1956  (70  Stat.  1044),  as  amended  (71  Stat.  48).  Since 
the  applications  of  the  Goleta  County  Water  District  and  the  Roosevelt  Water 
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Conservation  District  had  not  met  the  60-day  requirement  at  that  time  the  funds 
mi ues ted  for  them  were  denied.  These  two  applications  have  now  fulfilled  the 
60-d  y requirement  of  the  law  and  supplemental  funds  for  fiscal  year  1959  total- 
ing $4,860,000  are  hereby  requested. 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase 

Propram  bv  activities: 

2.  Small  projects: 

(n)  Loans 

$9, 307, 000 

130. 000 

200. 000 

$14, 167,  000 

130. 000 

200. 000 

$4, 860, 000 

(b)  Orants 

3.  Administration 

Total  obligations..  . 

9, 637, 000 

-419, 318 
419.318 

14, 497,  000 

-419,  318 
419,  318 

4,  860,  000' 

Finanoinp: 

Unobligated  balance  transferred  from  “Construction 
and  rehabilitation”  (72  Stat.  1576) 

Unobligated  balance  carried  forward 

Appropriation  (new  obligational  authority) 

9. 637, 000 

14,  497,  000 

4, 860, 000 

Bureau  of  Reclamation 


Loan  program 
Fiscal  year  1959 : 

Regular  appropriation $5,  434,  000 

Supplemental  appropriation 4,  203,  000 

Proposed  supplemental  appropriation 4,  860, 000 


Total 14,  497,  000 


Small  reclamation  project  loan  applications  for  the  Goleta  County  Water  Dis- 
trict in  California  and  the  Roosevelt  Water  Conservation  District  in  Arizona 
were  approved  by  the  Secretary  and  sent  to  the  Interior  and  Insular  Affairs 
Committee  of  the  Congress  in  July  1958.  The  appropriation  request  for  the  loan 
program  for  fiscal  year  1959  included  funds  for  loans  to  these  two  and  other 
applicants.  In  approving  the  appropriation  for  the  fiscal  year  1959  loan  program 
the  Congress  included  funds  for  only  those  applications  which  had  completed  the 
60  days  before  Congress  as  required  by  the  act  of  August  6, 1956  (70  Stat.  1044), 
as  amended  (71  Stat.  48).  Since  the  applications  of  the  Goleta  County  Water 
District  and  the  Roosevelt  Water  Conservation  District  had  not  met  the  60-day 
requirement  at  that  time,  the  funds  requested  for  them  were  denied.  These  two 
applications  have  now  fulfilled  the  60-day  requirement  of  the  law  and  supple- 
mental funds  for  fiscal  year  1959  totaling  $4,860,000  are  hereby  requested. 

The  Goleta  County  Water  District  in  California  has  asked  for  a loan  of 
$2,080,000  for  a project  to  irrigate  3,000  acres  of  new  lands  and  to  improve  the 
facilities  for  about  855  acres  now  irrigated.  This  project  will  provide  the  irriga- 
tion distribution  system  to  deliver  a part  of  the  water  obtained  by  the  district 
from  the  Cachuma  project  built  by  the  Bureau  of  Reclamation.  It  will  be 
similar  to  a distribution  system  constructed  several  years  ago  by  the  Bureau 
to  serve  another  portion  of  the  district  as  a part  of  the  Cachuma  project.  The 
Interior  and  Insular  Affairs  Committees  of  both  the  House  and  Senate  have 
adopted  resolutions  favorable  to  this  loan.  The  repayment  contract  has  been 
prepared  and  approved  as  to  form. 

The  Roosevelt  Water  Conservation  District  in  Arizona  has  requested  a loan 
of  $2,780,000  for  the  rehabilitation  and  betterment  of  an  existing  irrigation  sys- 
tem that  serves  37,500  acres  of  land.  The  work  will  include  repairs  and  improve- 
ments on  main  canals  and  about  100  miles  of  laterals,  deepening  and  replacing 
wells  and  improving  pumping  plants.  The  House  Interior  and  Insular  Affairs 
Committee  adopted  a resolution  favorable  to  this  loan  on  August  1.  The  repay- 
ment contract  has  been  prepared  and  approved  as  to  form. 

Virgin  Islands  Corporation 

Chairman  Hayden.  House  Document  No.  58  includes  two  estimates 
for  the  Virgin  Islands  Corporation.  The  first  is  for  a $650,000  direct 
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appropriation  to  the  “Revolving  fund”  to  permit  the  Corporation  to 
expand  its  power  generation  facilities.  The  second  is  for  the  authority 
to  borrow  $850,000  from  the  Treasury  for  the  construction  of  water 
distillation  facilities  on  the  islands.  This  loan  from  the  Treasury 
was  authorized  by  section  3 of  Public  Law  85-913.  A copy  of  the 
authorizing  act  and  the  justifications  will  be  included  in  the  record. 
(The  act  and  justifications  referred  to  follow :) 

Excerpt  From  Public  Law  85-913 

Sec.  3.  Section  4 of  said  Act  is  hereby  amended  by  adding  at  the  end  thereof 
the  following  new  subsections  (o)  and  (p)  : 

“(o)  To  construct,  operate,  and  maintain  salt  water  distillation  facilities 
in  Saint  Thomas,  Virgin  Islands.  Such  facilities  shall  be  used  to  supply  water 
for  sale  to  the  government  of  the  Virgin  Islands  and  to  persons  purchasing  di- 
rectly from  the  Corporation : Provided,  That  the  principal  contract  for  the  con- 
struction of  such  facilities  shall  not  be  executed  by  the  Corporation — 

“(i)  until  the  government  of  the  Virgin  Islands  has  contracted  to  purchase 
a minimum  quantity  of  water  at  a price  established  by  the  Corporation,  and 
the  price  established  by  the  Corporation  for  sale  of  water  shall  be  calcu- 
lated to  cover,  as  a minimum,  all  costs  of  construction,  operation,  and  main- 
tenance of  such  water  distillation  facilities,  including  but  not  limited  to 
depreciation  and  payment  of  interest  on  the  Corporation’s  indebtedness  in 
connection  with  such  facilities  ; 

“(ii)  until  the  Secretary  of  the  Interior  has  concluded  that  such  facilities 
will  most  economically  and  expeditiously  provide  an  adequate  supplemental 
supply  of  potable  water  for  St.  Thomas  ; and 

“(iii)  if  the  Secretary  so  concludes,  until  the  expiration  of  forty-five 
calendar  days  (exclusive  of  days  on  which  the  House  of  Representatives 
or  the  Senate  is  not  in  session  because  of  an  adjournment  of  more  than  three 
days  to  a day  certain)  from  the  date  on  which  such  construction  contract 
has  been  submitted  to  the  Committees  on  Interior  and  Insular  Affairs  of 
the  House  of  Representatives  and  the  Senate.  With  such  contract,  there 
shall  also  be  submitted  to  such  committees  an  explanatory  statement  of  the 
Secretary’s  conclusion  pursuant  to  (ii)  hereof,  together  with  the  reasons 
therefor  and  supplemental  data  concerning  alternative  sources  of  water 
which  have  been  investigated. 

The  Corporation  shall  report  annually  to  the  Congress  on  the  operation  of  the 
plant  and  shall  include  in  its  reports  all  technical  and  operational  information 
pertinent  to  the  prosecution  of  the  Government’s  saline  water  research  and  de- 
velopment program  (Act  of  July  2,  1952,  66  Stat.  328,  as  amended)  which  is  de- 
rived from  said  operation. 

“(p)  To  borrow;  from  the  Treasury  of  the  United  States,  within  such  amounts 
as  may  be  approved  in  appropriation  Acts,  for  the  sole  purpose  of  constructing, 
operating  and  maintaining  the  facilities  authorized  in  subsection  (o)  of  this 
section,  sums  of  money  not  to  exceed  a total  of  $2,000,000.  For  this  purpose  the 
Corporation  may  issue  to  the  Secretary  of  the  Treasury  its  notes,  debentures, 
bonds,  or  other  obligations  to  be  redeemable  at  the  option  of  the  Corporation  be- 
fore maturity  in  such  manner  as  may  be  stipulated  in  such  obligations  : Provided, 
That  all  such  obligations  shall  be  redeemed  within  a period  of  not  to  exceed 
twenty  years  from  date  of  issuance  out  of  revenues  from  the  sale  of  water. 
Each  such  obligation  shall  bear  interest  at  a rate  determined  by  the  Secretary 
of  the  Treasury,  taking  into  consideration  the  current  average  market  yields  on 
outstanding  marketable  obligations  of  the  United  States  having  comparable  ma- 
turities. The  Secretary  of  the  Treasury  is  authorized  and  directed  to  purchase 
any  obligations  of  the  Corporation  to  be  issued  hereunder  and,  for  such  purpose, 
the  Secretary  of  the  Treasury  is  authorized  to  use  as  a public-debt  transaction 
the  proceeds  from  the  sale  of  any  securities  issued  under  the  Second  Liberty 
Bond  Act,  as  amended,  and  the  purposes  for  which  securities  may  be  issued 
under  the  Second  Liberty  Bond  Act,  as  amended,  are  extended  to  include  any 
purchases  of  the  Corporation’s  obligations  hereunder.” 
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DEPARTMENT  OF  THE  INTERIOR 
Virgin  Islands  Corporation 
(H.  Doc.  No.  58) 

Virgin  Islands  Corporation , revolving  fund 
Request $650,000 

PURPOSE  AND  NEED  FOR  SUPPEMENTAL  FUNDS 

The  supplemental  funds  in  the  amount  of  $650,000  requested  herein  are  needed 
to  i>ermit  the  Virgin  Islands  Corporation  to  expand  its  present  power  facilities 
on  St.  Thomas,  V.  I. 

JUSTIFICATION 

An  appropriation  of  $60,000  is  requested  to  permit  the  Virgin  Islands  Corpora- 
tion to  expand  its  present  power  facilities  on  St.  Thomas,  V.  I. 

The  expansion  of  the  power  facilities  will  be  an  integral  part  of  the  proposed 
salt  water  distillation  plant  to  be  constructed  in  St.  Thomas.  All  of  the  major 
manufacturers  of  salt  water  distillation  equipment  recommended  that  such 
equipment  be  operated  in  combination  with  a steam  turbine  power  generating 
unit  in  order  to  effect  significant  economies,  both  in  the  cost  of  power  produced 
and  in  the  production  of  potable  water  from  sea  water. 

The  increase  in  power  consumption  in  St.  Thomas  has  been  phenomenal  and 
has  grown  on  an  average  of  better  than  12  percent  accumulative  per  year.  The 
assurance  of  an  adequate  water  supply  will  almost  immediately  result  in  the 
construction  of  additional  hotel  facilities  which,  in  turn,  will  utilize  more  power, 
and  the  need  for  additional  generating  equipment  will  have  to  be  met.  On  the 
basis  of  present  consumption  and  engineering  studies,  it  has  been  determined 
that  the  steam  turbine  generating  unit  will  serve  as  the  baseload  and  will  be 
operated  on  an  almost  continual  basis. 

During  the  past  year  there  has  been  a serious  shortage  of  firm  power  on  St. 
Thomas  due  to  the  accelerated  growth  of  the  system  and  the  inability  to  meet 
the  increase  with  new  generating  facilities.  The  installation  of  an  additional 
2,500  kilowatts  of  power  in  connection  with  the  salt  water  distillation  project 
should  provide  firm  power  for  the  next  3 to  5 years,  based  on  present  growth 
predictions.  The  estimate  of  the  program  as  outlined  is  based  on  the  premise 
that  these  facilities  would  be  constructed  in  connection  with  the  proposed  salt 


water  distillation  plant. 

The  following  is  an  estimate  cost  of  the  construction  program : 

(a)  Building $60,000 

( &)  Power  equipment  foundations 11,000 

(c)  Boiler  plant 80,000 

( d ) Turbine  plant 220,  000 

(e)  Powerplant  piping 50,000 

(f  ) Electric  facilities . 45,  000 

{g)  Ocean  freight 30,000 

(1)  Fabrication,  erection,  including  ocean  freight  of  three  10,000-barrel 

steel  tanks 18,  000 

(£)  Fabrication,  erection,  and  ocean  freight  of  10-foot  steel  pipeline  to 

Navy  pier 25,  000 

(3)  Purchase  and  installation  of  electric  equipment  required  in  diesel 

plant  to  connect  to  steamplant 10,  000 

Contingency  and  escalation 56,  000 

Engineering 45,  000 


Total 


650,  000 
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DEPARTMENT  OF  THE  INTERIOR 
Virgin  Islands  Corporation 
(H.  Doc.  58) 

Virgin  Islands  Corporation , loans  to  operating  fund 
Request $850,  000 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  supplemental  funds  are  required  to  permit  the  Corporation  to  enter  into 
negotiations  in  connection  with  the  installation  of  water  distillation  facilities 
to  prevent  the  recurrence  of  periodic  emergencies  due  to  chronic  water  shortages 
in  the  Virgin  Islands. 

JUSTIFICATION 

Authority  to  borrow  $850,000  from  the  Treasury  of  the  United  States  is 
urgently  requested  to  permit  the  Virgin  Islands  Corporation  to  undertake  imme- 
diately the  construction  of  facilities  for  the  distillation  of  250,000  gallons  of 
potable  water  per  day,  for  St.  Thomas,  V.I.,  as  authorized  by  the  Virgin  Islands 
Corporation  Act,  as  amended  (Public  Law  149,  approved  June  80,  1949). 

The  island  of  St.  Thomas  has  suffered  from  a perennially  deficient  water  supply, 
which  has  on  occasion  necessitated  severe  rationing  of  potable  water.  In 
recent  years  it  has  been  necessary  to  barge  supplementary  water  from  Puerto 
Rico  at  a high  cost,  through  assistance  from  the  U.S.  Navy,  through  purchase 
from  private  firms,  and  by  a Government-owned  barge  and  tug.  The  water 
shortage  on  St.  Thomas  has  delayed  and  impeded  the  expansion  of  the  tourist 
industry,  which  offers  the  only  promise  of  placing  the  island’s  economy  on  a 
fully  self-sustaining  basis. 

It  is  proposed,  through  the  use  of  modern  water-distillation  methods,  to  provide 
a permanent  solution  to  the  water  problem  on  St.  Thomas,  using  the  borrowing 
authority  of  the  Virgin  Islands  Corporation  to  provide  an  adequate  potable 
water  supply  on  a business  basis.  The  Virgin  Islands  government  has  contracted 
with  the  Corporation  to  purchase  the  water  produced  at  a price  which  will 
include  all  costs  of  operation,  depreciation,  and  interest  on  investment.  The 
Virgin  Islands  government  will  be  responsible  for  the  retail  distribution  of  the 
water  produced  through  their  water  system.  The  savings  accruing  to  the  Virgin 
Islands  government  will  amount  to  more  than  $4  per  thousand  gallons  of  water 
used,  based  on  present  estimates  of  production  costs  by  the  sea  water  distillation 
process. 

The  construction  of  these  facilities  should  be  started  at  the  earliest  possible 
date.  All  of  the  larger  manufacturers  of  sea  water  distillation  equipment  have 
indicated  that  it  will  take  a minimum  of  20  months,  and  possibly  as  much  as 
24  to  26  months  to  manufacture  and  erect  such  a plant  once  the  contract  has 
been  awarded.  If  the  funds  requested  are  available  early  in  the  calendar  year  of 
1959,  it  is  hoped  that  the  plant  would  be  in  operation  for  the  tourist  season 
of  1961.  Any  delay  in  placing  the  construction  contract  will  put  off  the  comple- 
tion date  until  the  tourist  season  of  1962.  Such  a delay  could  have  a serious 
effect  on  the  growth  of  the  tourist  business,  and  would  also  mean  an  additional 
year  of  importing  water  at  substantially  higher  costs. 

The  expansion  of  tourist  facilities  in  St.  Thomas  will  be  stymied  until  parties 
interested  in  hotel  developments  can  be  assured  an  adequate  water  supply.  A 
considerable  amount  of  preliminary  planning  has  already  gone  into  this  project, 
and  once  funds  are  assured  the  award  of  a final  contract  could  be  accomplished 
in  a matter  of  weeks.  Considering  the  need  and  urgency  of  the  project,  it  is 
recommended  that  funds  be  made  available  at  the  earliest  possible  date. 
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The  following  statement  shows  the  estimated  cost  of  the  program  : 


( 1 ) Site  preparation  including  removal  of  5,000  cubic  yards  of  rock $25,  000 

(2)  (a)  Building 75,000 

( b ) Boiler  plant 80,000 

(c)  Distillation  plant 400,000 

(d)  Distillation  plant  piping 31,000 

(r)  Miscellaneous  facilities 20,000 

(/)  Electric  facilities 45,000 

( <j ) Ocean  freight 80,  000 

(3)  Fabrication,  erection,  including  ocean  freight  of  three  10,000  barrel 

steel  tanks 18,  000 

(4)  Fabrication,  erection,  and  ocean  freight  of  10-inch  steel  pipeline 

to  Navy  pier 25,000 

Contingency  and  escalation 56,  000 

Engineering 45,  000 


Total 850,000 


HOUSE  ACTION 

Chairman  Hayden.  The  House  disallowed  the  request  for  the  direct 
appropriation  and  granted  the  authority  for  the  Corporation  to  bor- 
row $125,000  to  cover  the  cost  of  the  preconstruction  work  on  the  pro- 
posed facilities.  It  is  my  understanding  that  this  procedure  is  agree- 
able to  the  Department,  and  no  request  is  made  for  additional  funds  at 
this  time. 

V 

Outdoor  Recreation  Resources  Review  Commission 


Chairman  Hayden.  House  Document  No.  58  includes  a supple- 
mental estimate  of  $350,000  for  the  Outdoor  Recreation  Resources 
Review  Commission.  The  House  Committee  on  Appropriations  rec- 
ommended that  no  part  of  this  estimate  be  allowed.  However,  on  the 
floor  of  the  House  an  amendment  providing  for  $100,000  was  agreed 
to. 

I have  received  a letter  from  Mr.  Laurence  S.  Rockefeller  advising 
the  committee  that  the  Commission  has  adjusted  its  program  for  the 
balance  of  this  fiscal  year  so  as  not  to  have  to  request  any  additional 
funds  at  this  time. 

Mr.  Rockefeller’s  letter  and  the  justifications  will  be  included  in  the 
record. 

(The  letter  and  justifications  referred  to  follow :) 

Outdoor  Recreation  Resources  Review  Commission, 

Washington,  D.G.,  April  2,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate. 


Dear  Senator  Hayden  : Mr.  William  W.  Woodruff  has  kindly  informed  us 
that  the  1959  supplemental  appropriation  bill,  H.R.  5916,  will  be  before  your 
committee  on  Tuesday,  April  7. 

For  the  operation  of  the  ORRRC,  H.R.  5916  would  provide  $100,000,  which 
amounts  to  a reduction  of  $250,000  from  our  original  request.  This  is  to  inform 
you  that  we  have  adjusted  our  program  accordingly  and  are  confident  that  with 
prudent  operation,  this  amount  will  prove  sufficient  for  the  remainder  of  the 
fiscal  year. 

I hope  that  this  information  will  prove  useful  to  you  and  the  members  of  your 
committee,  and  should  you  have  any  questions  regarding  our  work  to  date  or 
plans  for  the  future,  please  do  not  hesitate  to  get  in  touch  with  us. 

Sincerely  yours, 


Laurance  R.  Rockefeller, 

Chairman . 
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Outdoor  Recreation  Resources  Review  Commission — Supplemental  Estimate 

of  Appropriation,  1959 

APPROPRIATION  LANGUAGE 

For  an  additional  amount  for  the  Outdoor  Recreation  Resources  Review  Com- 
mission, $350,000,  to  remain  available  until  expended. 

GENERAL  STATEMENT 

“This  proposed  supplemental  appropriation  is  to  enable  this  newly  created 
Commission  to  initiate  the  inventory  and  evaluation  of  outdoor  recreation  re- 
sources as  directed  by  Public  Law  85-470,  approved  June  28,  1958.  The  Com- 
mission’s report  to  the  President  and  Congress  is  due  not  later  than  Septem- 
ber 1,  1961.”  (Quoted  from  H.  Doc.  No.  58.) 

The  Outdoor  Recreation  Resources  Review  Commission  was  created  as  an 
independent  bipartisan  agency  in  the  executive  branch  of  the  Federal  Govern- 
ment pursuant  to  Public  Law  85-470,  approved  June  28,  1958.  It  is  composed 
of  15  members  appointed  as  follows : 

(1)  Two  majority  and  two  minority  members  of  the  Senate  Committee  on  In- 
terior and  Insular  Affairs,  to  be  appointed  by  the  President  of  the  Senate ; 

(2)  Two  majority  and  two  minority  members  of  the  House  Committee  on  In- 
terior and  Insular  Affairs,  to  be  appointed  by  the  Speaker  of  the  House ; and 

(3)  Seven  citizens,  one  of  whom  has  been  designated  as  Chairman  by  the 
President. 

The  day-to-day  administration  of  the  Commission  is  assigned  to  a full-time 
executive  secretary  appointed  by  the  Commission. 

The  specific  functions  provided  by  the  act  are : 

(1)  To  conduct  a nationwide  inventory  and  evaluation  of  outdoor  recreation 
resources  and  opportunities,  directly  and  through  Federal  agencies,  the  States, 
and  private  organizations  and  groups,  utilizing  to  the  fullest  extent  possible  such 
studies,  data,  and  reports  previously  prepared  or  concurrently  in  process  by 
Federal  agencies,  States,  private  organizations,  groups,  and  others; 

(2)  To  compile  such  data,  and  in  the  light  of  the  data  so  compiled  and  of  in- 
formation available  concerning  trends  in  population,  leisure,  transportation,  and 
other  factors  to  determine  the  amount,  kind,  quality,  and  location  of  such  out- 
door recreation  resources  and  opportunities  as  will  be  required  by  the  year 
1976  and  the  year  2000; 

(3)  To  make  direct  payments  to  States  and  transfer  necessary  funds  to  Fed- 
eral agencies  for  carrying  out  such  aspects  of  the  review  as  the  Commission  may 
determine  can  best  be  carried  out  by  the  States,  or  Federal  agencies,  under  such 
arrangements  and  agreements  as  are  determined  by  the  Commission  ; 

(4)  To  enter  into  contracts  or  agreements  for  studies  and  surveys  With  pub- 
lic or  private  agencies  and  organizations ; 

(5)  To  conduct  public  hearings  and  otherwise  to  secure  data  and  expression 
of  opinion ; 

(6)  On  its  own  initiative,  or  on  request  of  the  President  or  the  Congress,  to 
prepare  interim  or  progress  reports  on  particular  phases  of  its  review  ; 

(7)  To  recommend  what  policies  should  best  be  adopted  and  what  programs 
initiated,  at  each  level  of  Government  and  by  private  organizations  and  other 
citizen  groups  and  interests,  to  meet  such  future  requirements ; 

(8)  To  present,  not  later  than  September  1,  1961,  a report  of  its  review, 
a compilation  of  its  data,  and  its  recommendations  on  a State  by  State, 
region  by  region,  and  national  basis  to  the  President  and  to  the  Congress. 

Section  6(c)  of  Public  Law  85-470  provides  that  the  Commission  shall  cease 
to  exist  not  later  than  1 year  after  presentation  of  its  final  report. 

JUSTIFICATION 

Section  8 authorizes  the  appropriation  of  $2,500,000  to  carry  out  the  purposes 
of  the  act  during  the  period  July  1,  1958,  through  September  1,  1962. 
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In  accordance  with  proliminary  studies  of  the  program  the  total  authorization 
is  tentatively  phased  as  follows  : 


1959  provided $50,000 

Proposed  supplemental  (this  estimate) 350,  000 

1960  psfimate > 1,100,000 

1963  estimate 800,000 

1962  estimate 200,000 


Total  authorization 2,  500,  000 


The  initial  appropriation  of  $50,000  was  made  available  in  the  Supplemental 
Appropriation  Act,  1959,  Public  Law  85-766,  August  27,  1958,  to  enable  the 
Commission  to  meet  and  formulate  its  program.  This  will  provide  for  salaries 
of  the  executive  secretary  and  three  employees  on  the  administrative  staff,  per 
diem  for  Commission  members,  and  for  limited  expenses  of  travel,  communica- 
tions, equipment,  etc.  To  date  the  Commission  has  held  three  meetings  to 
formulate  its  program  and  is  now  anxious  to  pursue  the  actual  process  of  in- 
ventorying and  evaluating  the  outdoor  recreation  resources  and  opportunities 
of  the  Nation  as  directed  by  Public  Law  85-470. 

Accordingly,  a supplemental  appropriation  of  $350,000  will  be  needed  as  early 
as  possible  during  1959  to  cover  salaries  for  an  additional  staff  of  22  people ; 
travel  and  subsistence  expenses  of  members  of  the  Advisory  Council  while  at- 
tending an  initial  organization  meeting  as  called  for  in  the  act ; transportation 
and  per  diem  for  the  Commissioners  while  engaged  in  Commission  business ; 
expenses  of  staff  members  who  go  into  the  field  to  hold  hearings ; funds  for 
hiring  consultants  who  may  be  called  in  to  supply  specialized  technical  advice 
in  regard  to  compilation  of  data  which  is  not  available  through  Government 
sources. 

Since  this  inventory  involves  obtaining  information  from  all  sections  of  the 
United  States,  many  initial  contacts  as  well  as  followup  will  require  a substantial 
amount  of  money  for  communications. 

While  the  major  portion  of  the  cost  of  printing  and  reproduction  will  come 
later  in  the  program,  there  is  an  immediate  need  for  reproduction  of  certain 
forms  to  be  used  in  inventorying  and  collecting  data.  The  Commission  is  au- 
thorized to  make  direct  payments  to  the  States  and  to  transfer  necessary 
funds  to  Federal  agencies  to  carry  out  certain  aspects  of  the  review.  Again, 
the  bulk  of  this  cost  will  come  after  July  1,  1959,  but  in  some  instances  a 
portion  of  this  work  should  begin  as  soon  as  money  can  be  made  available,  as 
the  law  calls  for  a report  of  its  review,  a compilation  of  its  data,  and  its 
recommendations,  not  later  than  September  1,  1961,  on  a State  by  State,  region 
by  region,  and  national  basis 

The  General  Services  Administration  having  agreed  to  perform  such  functions 
as  budget,  maintenance  of  appropriation  and  accounting  records,  audit  and 
payment  of  vouchers,  preparation  of  payrolls,  procurement  of  supplies,  personnel 
services,  etc.,  is  to  be  reimbursed  for  these  services  by  the  Commission. 

An  additional  amount  is  needed  for  supplies  and  equipment — typewriters,  add- 
ing machines,  books,  paper,  and  office  supplies.  Although  space  is  being  provided 
for  the  Executive  Secretary  and  his  staff  by  GSA,  it  is  necessary  to  purchase 
certain  items  of  executive  furniture  such  as  desks,  chairs,  conference  tables, 
etc. 

As  the  program  gathers  momentum,  additional  Commission  meetings  will  be 
necessary:  the  Advisory  Council  is  required  by  law  to  meet  twice  each  year; 
additional  hearings  will  be  necessary ; and  contracts  will  be  let  for  making  certain 
types  of  surveys  and  compilations.  It  is  anticipated  that  approximately  32 
more  people  will  be  added  to  the  staff  in  fiscal  year  1960  to  provide  a maximum 
staffing  of  58  positions. 

Outdoor  Recreation  Resources  Review  Commission 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase 

Program  by  activities:  Inventory  and  evaluation  of  nation- 

irriHo  rpprpqtinn  rP5nnrnp<;  f total  

$50, 000 

$400, 000 

+$350, 000 

50, 000 

400, 000 

+350,000 
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Alaska  International  Eail  and  Highway  Commission 

STATEMENT  OF  CARL  JUNGE,  EXECUTIVE  DIRECTOR 

Proposed  Amendment  and  Justification 

Chairman  Hayden.  Xext  is  the  International  Railway  Highway 
Commission,  which  is  seeking  restoration  of  the  full  $200,000. 

The  justification  will  go  in  the  record. 

(The  material  referred  to  follows :) 

Alaska  International  Rail  and  Highway  Commission 


Appropriation  to  date : §40,  000 

Request $200,  000 

Employment : 

Average  number  current  appropriation 2 

Actual  employment 2 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Public  Law  S84,  84th  Congress,  approved  August  1,  1956,  established  an  Alaska 
International  Rail  and  Highway  Commission  and  authorized  $75,000,  of  which 
$60,000  was  appropriated,  available  until  September  1,  1958.  The  Commission 
started  work  in  October  1957.  Public  Law  85-601  extended  the  life  of  the 
Commission  18  months  to  March  1,  1960,  and  increased  its  authorization  to 
$300,000,  of  which  $40,000  was  appropriated  on  August  27,  1958  (Public  Law 
85-766) . 

It  is  estimated  that  $200,000  will  be  required  to  contract  with  a nationally 
recognized  research  organization  to  conduct  an  economic  study  of  the  area, 
review  its  conclusions,  and  submit  the  final  report  to  the  Congress,  relating  to 
additional  transport  needs  between  continental  United  States  and  Alaska.  It  is 
expected  that  the  Commission  will  request  a short  extension  to  make  up  for  the 
delay  in  executing  the  study  contract. 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase 

Program  by  activities:  Study  of  rail  and  highway  route  (total 
obligations) . 

$50,968 
-18, 605 

$172,968 

-18. 605 
+78,000 
+7,637 

+$122,000 
+78, 000 

Financing: 

Unobligated  balance  brought  forward . 

Unobligated  balance  carried  forward 

Unobligated  balance  no  longer  available  

— j— 7,  637 

Appropriation  (new  obligational  authority) 

40,000 

240,000 

+200,000 
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Object  classification 


01  Personal  services 

02  Travel  

04  Communication  services 

00  Printing  and  reproduction 

07  Other  contractual  services. 

08  Supplies  and  materials... 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

Total  obligations 

Total  number  of  permanent  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year... 

Average  salary  of  ungraded  positions 

Ungraded  positions  at  annual  rates  over  $8,330: 

Executive  director 

Transportation  specialist  and  staff  assistant 

Ungraded  positions  at  rates  less  than  $8,330 

Total  permanent  positions 

Deduct  lapses 

Net  permanent  (average  number,  net  salary) 
Positions  other  than  permanent: 

Temporary  employment 

Regular  pay  above  52-week  base 

01  Personal  services 


Presently  . 

Revised 

Increase 

available 

estimate 

(+)  or  de- 

crease  (— ) 

$25, 256 

$25, 256 

12,  562 

7,312 

— $5, 250 

1, 124 

1,124 

609 

609 

9,  291 

136,  541 

+127,  250 

384 

384 

350 

350 

1,392 

1,392 

50,  968 

172,  968 

+122,000 

4 

4 

2 

3 

2 

2 

4 

2 

2 

$9, 327 

$10,  202 

$11,  817 

1 16, 000 

1 17, 500 

1 17, 500 

1 10, 535 

1 11, 595 

2 10, 775 

2 11,715 

1 6. 135 

4 37, 310 

4 40, 810 

2 23, 635 

1 8, 241 

2 16, 484 

45 

3 29, 069 

2 24, 326 

2 23, 590 

870 

1, 715 

70 

60 

' 195 

29, 139 

25, 256 

25,500 

JUSTIFICATION 


The  Commission,  consisting  of  five  Members  of  the  Congress,  four  members 
from  the  executive  branch  (Army,  State,  Commerce,  and  Interior),  and  three 
members  from  the  general  public  (one  from  Alaska  and  one  from  the  Pacific 
Northwest),  are  making  a thorough  and  complete  study  of  the  economic  and 
military  advantages  of  additional  highway  and  rail  transportation  facilities  be- 
tween the  United  States  and  central  Alaska,  in  relation  to  the  economic  bene- 
fits to  be  derived  therefrom  by  the  United  States,  Canada,  and  Alaska,  and  de- 
termining the  most  feasible  routes  connecting  coastal  parts  and  the  cities  with 
such  facilities.  The  Commission  is  authorized  to  cooperate  with  Canadian  and 
Provincial  officials,  such  meetings  to  be  arranged  by  the  Department  of  State, 
and  to  cooperate  with  any  commission  or  similar  body  appointed  for  such  pur- 
pose by  the  Dominion  or  Province  Governments. 

Public  Law  884,  84th  Congress,  was  approved  on  August  1,  1956.  Appoint- 
ment of  its  members  was  delayed  until  late  in  the  1st  session  of  the  85th  Con- 
gress, so  that  the  organizational  meeting  of  the  Commission  was  not  held  until 
July  30,  1957.  A small  administrative  staff  was  appointed  early  in  October. 
Offi'jes  were  established  at  718  Jackson  Place  NW. 

The  Commission  met  in  Seattle  on  November  4,  1957,  and  in  Washington,  D.C., 
on  February  4,  1958.  The  Commission  has  met  twice  with  Dominion  of  Can- 
ada officials  in  Ottawa.  A working  level  meeting  in  August  1957  with  officials 
of  the  Department  of  Northern  Affairs  and  Natural  Resources  resulted  in  an 
offer  to  furnish  basic  data,  maps,  charts  and  aerial  photographs.  A meeting 
between  Commission  officers  and  the  Canadian  Foreign  Minister,  the  Honorable 
Sidney  Smith,  and  his  ministers  in  January  1958  resulted  in  an  expression  of 
good  will  and  a genuine  desire  to  cooperate. 

In  answer  to  the  U.S.  request  that  Canada  establish  a comparable  group  to 
the  Commission,  the  foreign  minister  explained  that  such  action  would  not  be 
appropriate  at  that  time.  Instead,  they  have  established  an  interministerial 
body  consisting  of  deputies  from  every  interested  department,  headed  by  Mr. 
Cleveland,  Department  of  External  Affairs,  which  has  been  designated  the 
interdepartmental  committee.  Most  of  these  deputies  who  are  members  of  this 
committee  were  present  at  the  Ottawa  meeting  and  are  already  working  on 
resources  and  transport  matters  in  the  north  country. 
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Since  October  1957,  the  staff  has  collected  from  various  civilian  and  Govern- 
ment sources  in  both  the  United  States  and  Canada,  a large  number  of  docu- 
ments, reports,  studies,  and  maps  relating  to  the  area  of  interest  to  the  Commis- 
sion. These  data  have  been  published  in  a bibliography  listing  the  title,  loca- 
tion, scope,  and  author  of  these  various  documents.  This  was  followed  by  a 
second  edition  listing  additional  documents  suggested  to  the  Commission  by  the 
recipients  of  the  first  bibliography. 

The  Commission  has  met  with  two  groups  of  Province  officials.  On  November 
5,  1957,  the  Honorable  William  Bennett,  Premier  of  British  Columbia,  invited 
the  members  to  Victoria  to  meet  with  him  and  many  of  his  ministers.  He  was 
frank  in  his  discussion  of  plans  for  industrial  and  transport  development  in  the 
Province.  He  extended  an  offer  of  cooperation  and  hoped  they  might  work  with 
and  assist  the  Commission  in  its  work.  The  Honorable  Gordon  Taylor,  min- 
ister of  highways,  Alberta,  appeared  before  the  Commission  on  February  4 in 
Washington  to  present  a brief  on  Alberta  transport  capabilities.  At  its  meeting 
in  November  1957,  the  Commission  determined  the  advisability  of  ascertaining 
the  location,  availability,  and  extent  of  resources  in  western  Canada  and  Alaska, 
the  exploitation  of  which  would  be  dependent  upon  improved  or  additional 
transport  facilities.  The  Commission  further  determined  the  need  for  market 
research  to  forecast  the  competitive  position  in  world  markets  of  such  resources 
now  and  until  1980,  and  the  advisability  of  having  this  research  study  performed 
by  an  independent  organization.  As  a result  of  this  decision,  the  Commission 
extended  an  invitation  to  nationally  known  research  firms  and  in  response 
thereto  received  18  proposals. 

The  staff  provided  guidance  to  these  research  organizations,  made  a thor- 
ough and  impartial  study  of  all  proposals  and  recommended  to  the  Chairman 
and  the  Commission  the  organization  that  appeared  to  be  most  capable  to  con- 
duct such  an  economic  and  engineering  study.  The  Commission  met  on  July 
29,  1958,  and  approved  the  selection  recommended  by  the  Chairman. 

Public  Law  85-601,  approved  August  8,  1958,  extended  the  life  of  the  Com- 
mission to  March  1,  1960,  and  increased  funds  authorized  to  be  appropriated  to 
$300,000  to  enable  the  Commission  to  employ  the  services  of  a research  organi- 
zation by  contract  and  complete  its  task.  Of  this  amount,  $40,000  was  appro- 
priated for  fiscal  year  1959,  which  precluded  execution  of  the  contract  and  re- 
sulted in  the  deactivation  of  the  staff  and  closing  the  office  on  September  1, 
1958.  *A  skeleton  staff  was  reestablished  on  November  15,  in  preparation  for  re- 
sumption of  full-scale  operations  early  in  1959. 

The  revised  estimate  provides  for  personal  services,  travel  and  subsistence, 
communications,  supplies,  and  fees  in  payment  for  services  to  conduct  the 
economic  and  engineering  study.  Since  lack  of  appropriated  funds  to  date  pre- 
cludes the  execution  of  the  study  contract  (estimated  at  $135,000),  the  Commis- 
sion will  request  the  Congress  to  extend  the  time  to  make  up  this  delay.  The 
extension  is  imperative  because  of  the  inability  of  the  contractor  to  complete 
the  study  in  less  than  12  to  14  months  from  the  time  funds  may  become  available. 
The  Commission  will  require  2 months  to  correlate  the  economic  and  defense 
aspects  of  the  study  and  approve  the  final  report  to  the  Congress.  This  exten- 
sion may  be  accomplished  within  the  $300,000  presently  authorized  because  of 
reduced  cost  of  staff  services.  The  request  for  no-year  appropriation,  with  funds 
available  until  expended  is  desirable  because : it  is  difficult  to  determine  in  which 
fiscal  year  the  study  contract  may  be  executed ; and  it  is  virtually  impossible 
to  forecast  exactly  when  travel  and  subsistence  funds  may  be  required.  Because 
this  is  a one-time  limited  project,  it  is  urged  that  in  the  interest  of  sound  pro- 
graming, this  request  be  included,  in  the  fiscal  year  1959  supplemental  appro- 
priation. 

General  Statement 

Senator  Hayden.  Senator  Magnuson,  the  Chairman  of  the  Com- 
mission, is  a member  of  this  committee,  but  he  is  unable  to  attend 
this  meeting. 

You  may  proceed,  Mr.  Junge. 

Mr.  Junge.  Thank  you,  sir. 

Mr.  Chairman  and  gentlemen,  I am  pleased  to  appear  for  Senator 
Magnuson  today.  I would  like  to  say,  “Hello,”  to  Senator  Allott  who 
is  our  latest  member.  In  fact,  the  President  appointed  him  only  last 
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week.  We  have  not  yet  had  a chance  to  acquaint  Senator  Allott  with 
our  operations. 

Senator  Magnuson’s  prepared  statement  follows: 

Statement  of  Senator  Warren  G.  Magnuson,  Acting  Chairman,  Alaska 
I ntern  ational  Rail  and  Highway  Commission,  Presented  by  Mr.  Carl  Junge 

Mr.  Junge.  Mr.  Chairman  and  members  of  the  committee,  I appear 
before  you  today  wearing  one  of  my  other  hats,  that  of  Chairman  of 
( lie  Alaska  International  Rail  and  Highway  Commission.  I am  sure 
that  you  know  the  duties  and  responsibilities  of  the  Commission,  but, 
to  be  sure,  let  me  repeat  that  the  act  directs  us  to  make  a thorough 
and  complete  study  of  the  need  for  additional  rail  and  highway  trans- 
portation facilities  connecting  the  United  States  with  central  Alaska. 
The  emphasis  is  on  the  economic  and  military  advantages  and  we  are 
directed  to  determine  the  economic  benefits  of  additional  facilities 
to  the  continental  United  States,  that  is  the  original  48  States,  Canada, 
and  our  new  State  of  Alaska.  If  a need  exists,  we  are  directed  to 
select  those  routes  and  facilities  most  economically  feasible.  Last 
but  not  least,  we  are  directed  to  determine  the  location  and  economic 
feasibility  of  feeder  routes  from  the  coastal  cities  to  the  interior. 

I have  been  active  in  this  effort  for  25  years,  having  been  chairman 
of  one  of  three  previous  commissions  and  having  introduced  most  of 
the  legislation  to  promote  this  economic  development.  Emphasis  on 
engineering  feasibility  and  absence  of  economic  benefits  in  previous 
studies  has  required  this  job  be  redone.  This  fact  has  caused  the  Com- 
mission to  set  up  a stringent  set  of  requirements  for  the  study,  the 
answers  to  which  will  be  the  basis  of  recommendations  to  the  Congress 
for  highways  or  railroads  through  this  north  country.  While  you 
have  a set  of  these  10  requirements  before  you,  let  me  highlight  the 
scope  of  this  project  and  point  out  its  vital  importance  to  the  future 
^economic  welfare  of  the  only  remaining  frontier  country  on  this 
■continent. 

SCOPE  OF  PROJECT 

The  most  vital  requirement  relating  to  the  future  economic  prosper- 
ity of  this  part  of  the  world  is  to  determine  the  location,  availability, 
•and  extent  of  resources  which  are  dependent  upon  transportation 
facilities  to  get  them  to  world  markets.  This  is  the  factor  which  has 
been  overlooked  in  past  studies  and  the  major  reason  why  the  Con- 
gress determined  that  this  Commisison  was  essential  to  the  growth  of 
this  frontier  country.  This  is  doubly  important  now  that  the  new 
State  of  Alsaka  must  rely  on  its  own  economy  to  provide  government 
services  and  to  prosper. 

Once  these  resources  are  located,  defined,  and  measured,  it  certainly 
is  necessary  to  ascertain  what  world  markets  will  exist  for  the  next  two 
decades  and  how  these  products  will  fare  competitively  in  these 
markets.  We  cannot  afford  to  pin  our  development  hopes  to  a dying 
industry. 

As  soon  as  these  facts  are  determined  or  forecast,  we  must  then  esti- 
mate how  much  of  this  new  tonnage  can  be  handled  by  present  trans- 
port facilities  and  what  additional  highways  and  railroads  might  be 
required,  if  any.  In  order  to  know  these  facts,  we  must  estimate  costs 
of  recommended  facilities,  operating  costs,  traffic  and  transportation 
revenues,  increase  in  national  income  and  other  benefits,  and  all  other 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  195  9 223 


factors  leading  to  an  intelligent  interpretation  of  these  data.  Only 
after  all  these  facts  are  analyzed  can  anyone  arrive  at  intelligent  con- 
clusions, which  will  be  the  basis  of  the  recommendations  to  the  Con- 
gress. Last  but  not  least,  availability  of  private  capital  investment  in 
such  facilities  and  the  type  and  extent  of  subsidy  required,  if  any,  will 
be  ascertained. 

At  its  first  meeting,  the  Commission  considered  doing  this  task  in 
one  of  two  ways : first,  recruiting  a staff  of  technical  people  possessing 
the  required  skills  employed  directly  by  the  Commission.  While  the 
act  authorizes  the  Commission  to  utilize  the  facilities,  information, 
and  personnel  of  the  agencies  of  the  executive  branch  of  the  Govern- 
ment, the  availability  of  qualified  personnel  is  subject  to  the  approval 
of  the  agency  concerned.  Only  the  most  highly  qualified  and  expe- 
rienced personnel  would  possess  the  ability  to  perform  these  assign- 
ments Most  of  them  would  be  of  short  duration,  some  as  little  as  a 
few  days  or  a few  weeks.  The  selection  of  such  personnel,  their 
availability  and  the  coordination  of  their  efforts  would  extremely 
complicated  and  difficult. 

EMPLOYMENT  OF  RESEARCH  ORGANIZATION 

The  second  method  considered  was  to  employ  the  services  of  a re- 
search organization  accustomed  to  making  economic  studies  of  this 
type.  While  there  appears  to  be  a duplication  of  overhead  expense 
and  administration  in  such  an  arrangement,  actually  such  duplication 
does  not  exist.  An  overhead  of  60  percent  of  direct  salaries  and  wages, 
quoted  by  the  selected  research  institute,  includes  services,  such  as  the 
use  of  a digital  computer,  not  available  in  the  office  of  the  Commission. 
Such  services  obtained  from  other  Federal  agencies  would  be  too  costly. 
Furthermore,  administration  of  a staff  employed  by  the  Commission 
would  probably  result  in  overhead  expenses  equal  to  or  exceeding  this 
cost  estimate. 

After  considering  the  advantages  and  disadvantages  of  these  two 
plans,  the  Commission  decided  that  contracting  for  an  economic  study 
was  the  more  advantageous  and  would  produce  a superior  end  product. 
In  addition  to  the  experience  and  skills  employed  in  this  manner,  the 
selection  of  a highly  reputable  and  nationally  recognized  institution 
to  conduct  this  study  would  assure  the  Commission  and  the  Congress 
that  the  recommendations  would  be  impartial  and  objective,  preclud- 
ing any  thought  of  selfish  motives  or  bureaucracy,  and  the  report 
would  reflect  the  national  reputation  of  this  institution. 

ECONOMIC  INFORMATION 

It  should  again  be  emphasized  that  the  information  desired  in  this 
instance  is  largely  economic  and  not  of  a technical  engineering  variety. 
Sufficient  information  already  exists  within  Government  agencies  to 
provide  the  highway  and  railroad  engineering  data  required.  What 
does  not  exist  is  the  know-how  to  locate  and  evaluate  these  resources 
from  the  multitude  of  statistics  available  from  Government  and  pri- 
vate sources  and  translate  them  into  economic  benefits. 

Despite  the  volumes  of  statistics  published  by  various  Government 
agencies,  never  before  have  these  data  been  assembled  to  provide  an 
overall  viewpoint  on  transport  needs.  Furthermore,  data  from  corn- 
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mercial  sources  obtained  by  an  independent  contractor  may  exceed  by 
several  t imes  that  available  from  Government  sources. 

If  the  Congress  had  wanted  only  another  engineering  feasibility 
study  stating  that  it  is  physically  possible  to  build  a highway  from 
point  A to  point  II  or  a railroad  from  point  C to  point  D,  it  would  not 
have  authorized  this  Commission.  The  compelling  reason  for  the 
present  Commission  is  to  ascertain  the  economic  benefits  resulting 
from  the  exploitation  of  undeveloped  resources  during  the  next  20 
yea  rs.  Gentlemen,  the  only  manner  in  which  this  can  be  accomplished 
is  by  an  exhaustive  economic  study.  This  is  exactly  what  the  Commis- 
sion proposes  to  do  and  most  of  the  effort  and  money  which  has  been 
expended  has  been  in  preparation  for  such  a project. 

I urge  you  to  provide  the  $200,000  authorized  by  the  Congress  last 
year,  to  be  available  until  June  30, 1961,  in  order  that  the  Commission 
may  complete  its  program  and  prepare  an  adequate  report  to  the 
Congress.  This  will  be  a blueprint  of  the  transport  needs  of  this 
portion  of  the  North  American  Continent  which  will  provide  the 
guide  lines  to  both  Canada  and  the  United  States  for  the  development 
of  this  vast,  untapped  area. 

Like  the  millions  of  dollars  in  gold,  copper,  and  salmon  that  fol- 
lowed the  purchase  of  “Seward’s  Folly”  in  1867,  the  benefits  of  this 
appropriation  will  accrue  a hundredfold  within  the  lifetime  of  most 
of  us  present  here  today. 

Thank  you,  Mr.  Chairman. 

SIGNIFICANCE  OF  TERM  “INTERNATIONAL” 

Chairman  Hayden.  What  is  the  significance  of  including  the  word 
“International”  ? 

Mr.  Junge.  I believe,  Mr.  Chairman,  that  the  term  “International” 
was  included  because  actually  any  facilities  which  would  be  recom- 
mended to  the  Congress  would  be  on  foreign  soil.  Outside  of  that, 
there  is  really  nothing  international  about  the  Commission.  It  was 
created  by  the  U.S.  Congress.  It  is  entirely  a U.S.  body  and  it  is  to 
report  to  the  Congress.  We  do  not  necessarily  need  the  concurrence  of 
any  Canadian  official. 

Chairman  Hayden.  To  what  extent  does  it  depend  on  Canadian 
efforts  ? 

Mr.  Junge.  I believe,  Mr.  Chairman,  that  it  does  not  depend  too 
much  on  Canadian  efforts.  In  other  words,  the  study  itself  is  to  be 
conducted  entirely  by  U.S.  personnel. 

COOPERATION  OF  CANADA 

We  have  the  cooperation  of  the  Canadians.  We  would  not  want  to 
proceed  without  that  exoneration.  We  have  made  adequate  contacts 
with  Canadian,  British  Columbia,  and  Albert  Province  officials.  We 
have  their  good  will.  They  have  provided  us  with  maps  and  charts 
and  data  and  we  will  go  to  them  for  much  additional  data  before  we 
are  finished. 

Chairman  Hayden.  Well,  can  you  evaluate  their  participation  in 
dollars  at  the  moment? 

Mr.  Junge.  No;  we  cannot.  We  have  not  asked  the  Canadians,  and 
I do  not  believe  Congress  had  it  in  mind  to  request  the  Canadians  to 
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share  the  cost  of  this  study.  The  act  provides  that  those  funds  shall 
be  supplied  by  the  U.S.  Treasury. 

HARD  SURFACING  ALASKAN  HIGHWAY 

Chairman  Hayden.  'Would  the  need  for  these  additional  surveys 
on  these  highways  or  railroads  be  satisfied  by  our  hard  surfacing  of 
the  Alaskan  Highway  ? 

Mr.  Junge.  I do  not  believe  so.  Mr.  Chairman,  because  if  we  were 
to  favor,  for  example.  Senator  Neuberger’s  bill,  we  would  preclude 
the  necessity  for  a study.  If  the  Commission  were  in  a position  to 
take  such  a position,  we  could  dispense  with  the  study.  I think  the 
members  of  the  Commission  would  agree  it  would  be  to  someone’s 
advantage  to  hard  surface  that  highway,  but  I do  not  believe  to  the 
exclusion  of  the  study  of  other  areas  that  are  proposed  in  our  project. 

AVAILABILITY  OF  SURVEYS  AND  STUDIES 

Chairman  Hayden.  The  House  has  referred  to  a large  number  of 
surveys,  studies,  and  statistics  being  available.  Why  is  it  necessary 
to  make  a statistic  study? 

Mr.  Junge.  Well,  I think  that  the  Senator's  prepared  statement 
touched  upon  that  partly,  Mr.  Chairman.  Despite  all  of  the  engi- 
neering feasibility  studies  that  have  been  completed  in  the  past,  there 
has  been  practically  no  effort  put  forth  on  the  following : Where  are 
these  resources?  How  available  are  they?  To  what  extent  are  they 
there?  What  benefits  will  accrue  to  the  Canadian  area,  to  the  United 
States,  and  to  Alaska  ? 

That  is  the  reason  I believe  the  Commission  feels  that  the  economic 
side  of  this  proposed  study  is  most  important. 

REASON  FOR  PRIVATE  RESEARCH  STUDY 

Chairman  Hayden.  Well,  the  House  committee  also  referred  to  a 
large  number  of  Federal  employees  familiar  with  the  problems  of 
Alaska  and  in  view  of  this  available  talent,  why  does  the  Commission 
have  to  have  this  study  made  by  private  research  organizations? 

Mr.  Junge.  I believe  there  are  three  important  reasons  for  wanting 
to  go  outside  the  Federal  agencies  on  a contract  basis:  First,  it  is 
desirable  to  use  an  organization  that  is  trained  and  is  in  the  business 
of  making  economic  studies.  Second,  I believe  that  it  would  be  more 
costly  to  recruit  those  skills  within  the  Government.  For  example, 
the  selected  contractor  has  a base  cost  for  salaries  and  overhead  on 
professional  services,  not  clerical  services,  of  $1,400  per  man-month. 
That  is  the  type  of  talent  that  they  propose  to  use  in  this  study. 
When  travel  and  other  administrative  expenses  are  added,  that  reaches 
a total  just  under  $2,000  per  man-month. 

My  calculations  indicate  that  a grade  GS-15  Federal  employee’s 
services,  plus  his  retirement,  plus  the  same  amount  added  for  travel 
and  other  types  of  necessary  expenses,  would  total  about  $1,875  per 
man-month  of  effort.  Xow,  that  is  assuming  that  we  could  do  the  same 
job  in  the  same  time.  I question  whether  the  Commission  could 
actually  save  the  difference  between  that  $1,875  and  about  $1,975  per 
man-month  estimated  by  the  contractor  because  of  their  previous  ex- 
perience. Third,  I believe  the  reputation  and  objectivity  of  a re- 
search organization  would  pay  dividends  to  the  Government. 
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REASON  FOR  INCLUSION  IN  SUPPLEMENTAL  BILL 

Chairman  Hayden.  Now  why  is  it  being  requested  to  be  included 
in  the  supplemental  bill  rather  than  in  the  regular  budget  for  1960? 

Mr.  J unge.  Well,  1 would  say  that  the  Commission  has  been  sub- 
ject to  delays  ever  since  its  inception,  Mr.  Chairman.  The  act  or- 
ganizing the  body  was  approved  in  August  of  1956.  The  member- 
ship was  not  announced  until  early  in  July  of  1957,  at  which  time 
there  was  an  organization  meeting.  Obviously  there  was  only  one 
way  to  get  funds  and  that  was  to  ask  for  a supplemental  from  that 
Congress. 

Last  year  the  Commission  determined  its  program,  asked  for  an 
extension  of  time,  and  asked  for  an  increase  in  authorization.  Un- 
fortunately that  act  was  not  approved  until  August  8,  1958.  Obvi- 
ously, it  was  necessary  again  to  immediately  go  to  Congress  and 
ask  for  a supplemental.  There  wTas  no  other  way  to  do  the  job. 

Chairman  Hayden.  Senator  Ellender,  do  you  have  any  questions? 

Senator  Ellender.  What  have  you  done  with  the  $100,000  that  has 
been  made  available  to  the  Commission? 

Mr.  Junge.  Senator,  the  original  appropriation  was  $60,000  out  of 
$75,000,  of  which  approximately  $52,000,  was  expended. 

ACCOMPLISHMENTS  TO  BATE 

Senator  Ellender.  What  did  you  accomplish  with  the  expendi- 
ture ? 

Mr.  Junge.  We  had  a four-person  staff,  Senator,  myself  and  an 
assistant  and  two  girls.  During  that  time  we  accumulated  a tremen- 
dous amount  of  data.  We  have  recorded  that  in  a bibliography.  We 
know  pretty  well  what  is  happening  in  that  part  of  the  continent. 

Senator  Ellender.  Where  did  you  get  that  data  from  ? 

Mr.  Junge.  That  was  gathered  in  Washington  from  Government 
and  civilian  sources,  and  from  Canadian  Government  sources,  both 
Provincial  and  Dominion. 

Senator  Ellender.  Then,  with  the  funds  that  have  already  been 
appropriated,  all  you  have  done  is  gather  data  ? 

Mr.  Junge.  No  ; that  is  not  true. 

Senator  Ellender.  Well,  what  else  have  you  done?  You  may 
answer  the  question  ful-ly. 

Mr.  Junge.  More  than  50  percent  of  the  time,  up  until  our  de- 
activiation  the  1st  of  September  1958,  was  spent  in  following  the 
Commission’s  stated  program  and  that  was  to  obtain  proposals  to 
conduct  this  survey  or  study. 

Senator  Ellender.  Proposals  from  whom  ? 

Mr.  Junge.  Proposals  from  civilian  organizations  to  conduct  this 
study.  We  had  a total  of  18  proposals  which  were  submitted  to  the 
Commission  and  the  stall'  spent  in  excess  of  4 months  of  full  time  in 
reviewing  those  proposals  to  determine  what  type  of  organization 
was  best  qualified  to  conduct  this  study. 

Senator  Ellender.  That  was  not  in  contemplation  when  the  first 
authorization  was  made,  was  it  ? 

Mr.  Junge.  No,  sir. 

Senator  Ellender.  It  just  became  available  as  the  work  pro- 
gressed, and  you  thought  it  best  to  have  it  studied  by  some  private 
organizations  ? 
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Mr.  Junge.  That  action  was  taken  by  the  Commission,  not  in  any 
sense  any  decision  that  I made  or  the  staff  made. 

FEDERAL  PARTICIPATION  IN  STUDY 

Senator  Ellender.  Since  Alaska  has  become  a State,  why  does  not 
the  State  undertake  this  instead  of  the  Federal  Government? 

Mr.  Junge.  If  I may  express  my  personal  opinion,  I do  not  believe 
this  is  a function  for  a State,  because  there  are  benefits  not  only  to 
the  State  of  Alaska,  but  there  are  benefits  to  the  others  of  the  48  States 
and  there  are  certain  benefits  to  the  intervening  territory  of  Canada. 

Senator  Ellender.  That  same  argument  that  it  would  benefit  other 
States,  could  apply  to  any  survey  made  in  any  other  State.  It  strikes 
me  that  since  Alaska  has  become  a State  she  ought  to  take  this  herself 
instead  of  the  F ederal  Government.  That  is  one  of  her  functions  now. 

Mr.  Junge.  Sir,  I would  think  of  the  total  area  with  which  the 
Commission  is  concerned,  that  less  than  one-third  of  that  area  is  with- 
in the  new  State  of  Alaska,  that  two-third  of  it  is  within  Canada.  As 
for  the  benefits,  as  little  as  one-fourtli  might  accrue  to  Alaska,  one- 
fourth  to  the  other  48  States,  and  as  much  as  one-half  to  the  inter- 
vening area  of  Canada. 

BENEFITS  ACCRUING  TO  CANADA 

Senator  Ellender.  Would  you  repeat  that?  You  say  how  much 
of  it  would  be  Canada  ? 

Mr.  Junge.  Roughly  50  percent. 

Senator  Ellender.  Fifty  percent  of  what  ? 

Mr.  Junge.  The  benefits,  sir,  the  benefits  of  any  additional  trans- 
port facilities  that  might  be  the  result  of  our  study. 

Senator  Ellender.  It  would  benefit  Canada  that  much  ? 

Mr.  Junge.  Yes,  sir. 

Senator  Ellender.  Was  any  effort  made  to  try  to  get  Canada  to  co- 
operate and  put  up  some  money  so  as  to  share  in  the  cost  of  this  survey  ? 

Mr.  Junge.  There  was  a previous  Joint  Commission,  Senator,  a 
number  of  years  ago,  but  as  far  as  I know  in  this  instance  there  was 
no  effort  to  ask  Canada  to  share  in  the  cost  of  this  study. 

Senator  Ellender.  I have  no  further  questions. 

Chairman  Hayden.  Are  there  any  further  questions  ? 

Senator  Dworsliak.  You  stated  that  Canada  was  not  sharing  in 
any  cost  of  this  economic  engineering  study.  Is  it  expected  of  Can- 
ada since  they  will  share  in  the  potential  benefits,  that  it  will  share  in 
the  subsequent  construction  costs  ? 

< Mr.  Junge.  Senator,  I believe  the  best  way  to  answer  your  ques- 
tion is  to  state  that  this  Commission  is  only  a study  and  reporting 
group.  It  is  not  authorized  to  do  any  construction  work,  and  there- 
fore any  steps  looking  toward  the  building  of  these  facilities  that  may 
be  recommended  and  establishing  a formula  for  sharing  costs  will  be 
a step  that  Congress  with  take,  if  they  desire  to,  after  this  report  to 
the  Commission  has  been  received,  studied,  and  analyzed. 

Senator  Dwtorshak.  All  right,  thank  you. 

Senator  Ellender.  Mr.  Chairman,  may  I ask  another  question  at 
this  point  ? 

Chairman  Hayden.  Certainly. 
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CANADIAN  PARTICIPATION 

Senator  Ellender.  Why  was  it,  since  you  say  Canada  is  going  to 
receive  50  percent  of  the  benefits  from  this  study,  that  no  effort  was 
made  to  get  Canada  into  the  picture?  You  did  it  before. 

Mr.  Junge.  May  I defer  to  Mr.  Hoff? 

Mr.  1 1 off.  Mr.  Chairman,  I am  administrative  assistant  to  Senator 
Magnuson. 

Senator  Ellender.  I think  I know  the  answer,  but  I want  this  put 
in  the  record. 

Ilr.  IToff.  If  I could  speak  for  Senator  Magnuson  on  that  point, 
I have  been  close  to  this  whole  program  from  its  inception.  I think 
1 he  Canadians  will  contribute  in  the  form  of  services  and  cooperation, 
the  equivalent  of  this  amount,  because  whereas  they  did  not  set  up  a 
comparable  commission,  nonetheless  they  established  within  their  own 
Dominion  Government  an  Interdepartmental  Committee  on  Pacific 
Coast  Transportation.  This  committee  of  cabinet  officers  and  sub- 
cabinet  officers,  will  be  furnished  this  information  which  in  total  will, 
we  think,  approximate  the  amount  being  requested  here. 

Senator  Ellender.  Do  you  know  that  to  be  a fact  ? 

Mr.  Hoff.  We  know  it  to  be  a fact.  We  have  been  up  there  and 
they  set  up  their  interagency,  intergovernmental  committee. 

Senator  Ellender.  Was  there  any  difficulty  in  getting  Canada  to 
cooperate  years  ago  when  this  original  international  Commission  was 
first  organized? 

Mr.  Hoff.  When  that  international  Commission,  the  original  Inter- 
national Highway  Commission  was  set  up,  Senator  Ellender,  of  which 
Senator  Magnuson,  then  Congressman  Magnuson,  was  chairman,  a 
Commission  was  set  up  on  this  side  of  the  boundarv,  and  a comparable 
group  on  the  Canadian  side,  each  sharing  its  own  finances  and  its  own 
activities. 

Senator  Ellender.  In  this  case,  you  tell  us  that  the  benefits  that 
would  be  derived  from  the  study  would  inure  to  the  Canadians  to  the 
extent  of  50  percent,  and  I do  not  see  why  in  the  world  you  do  not  get 
them  to  cooperate  and  help  pay  for  this,  unless  you  want  to  end  up 
by  doing  it  and  letting  them  have  the  information  because  that  is  what 
is  going  to  happen. 

Mr.  Hoff.  Yes,  sir. 

Chairman  Hayden.  Are  there  any  more  questions  ? 

Senator  Allott.  Mr.  Chairman,  I would  like  to  say  that  reference 
has  been  made  to  my  recent  appointment,  and  I am  sorry  I am  not 
knowledgeable  on  this  subject.  I can  only  assure  this  committee  that 
as  soon  as  we  have  a meeting,  which  we  have  not  had  since  I have  been 
appointed,  I will  try  to  address  myself  to  the  questions  which  the 
Senator  from  Louisiana  has  asked  here. 

Chairman  Hayden.  Thank  you. 

Southeastern  Conference  of  Alaska 

Chairman  Hayden.  A statement  from  the  Southeastern  Conference, 
an  association  interested  in  developing  transportation  facilities  in 
southeastern  Alaska,  in  support  of  the  request  for  the  Alaska  Inter- 
national Rail  and  Highway  Commission  will  be  included  in  the  record. 

(The  statement  referred  to  follows :) 
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Southeastern  Conference 

AN  ASSOCIATION  OF  CIVIC  ORGANIZATIONS  INTERESTED  IN  DEVELOPING  TRANSPORTA- 
TION FACILITIES  IN  SOUTHEASTERN  ALASKA 

Statement  in  Support  of  an  Appropriation  for  the  Alaska  International 

Rail  and  Highway  Commission 

To  Appropriations  Committee,  House  of  Representatives,  Washington,  D.C.: 

1.  Author itp. — The  Alaska  International  Rail  and  Highway  Commission  was 
created  by  Public  Law  884,  S4th  Congress. 

2.  Duties  of  Commission. — The  Alaska  International  Rail  and  Highway  Com- 
mission was  established  to  study  the  economic  and  military  advantages  of  addi- 
tional highway  and  rail  facilities  connecting  the  continental  United  States  and 
central  Alaska,  to  study  the  most  feasible  routes  of  such  rail  and  highway 
transportation  facilities  in  relation  to  the  economic  benefits  to  the  United  States, 
Canada,  and  Alaska,  and  to  study  possible  feeder  lines  to  any  proposed  routes. 

3.  Status  of  studies. — The  Commission  for  all  practical  purposes  has  not  com- 
menced the  studies  required  under  Public  Law  884,  S4th  Congress,  because  the 
limited  funds  initially  authorized  and  appropriated  have  been  insufficient 
to  carry  out  such  studies.  Other  than  the  compilation  of  a bibliography  of  per- 
tinent materials  in  preparation  for  such  studies  the  Commission's  work  remains 
to  be  done. 

4.  Need  for  studies. — Adequate  transportation  facilities  are  basic  to  the  devel- 
opment of  an  area  and  the  lack  of  railroads  and  highways  has  been,  and  con- 
tinues to  be.  a retarding  factor  in  the  development  of  Alaska.  The  lack  of  such 
facilities  also  contributes  to  the  difficult  logistical  problem  with  which  the  mili- 
tary is  confronted  in  the  construction  and  operation  of  installations  in  Alaska 
for  the  defense  of  the  United  States. 

The  single  highway  route  (Alaska  Highway)  connecting  Alaska  and  the 
other  48  States  is  obviously  inadequate  not  only  from  the  standpoint  of  develop- 
ing Alaska’s  economic  potential  but  also  in  the  broad  national  interest  of  de- 
fense. An  adequate  system  of  feeder  routes  connecting  major  geographical 
areas  of  Alaska  to  this  single  highway  route  does  not  exist.  No  rail  connection 
exists  between  Alaska  and  the  other  48  States. 

The  highway  system  in  Alaska  of  some  4,000  miles  is  inadequate  to  serve 
an  area  one-fifth  the  size  of  the  other  4S  States.  Much  of  this  system  is  not 
only  inadequate  to  meet  basic  standards  for  primary  and  secondary  highways 
but  it  also  fails  to  serve  regions  of  the  State  where  natural  resources  await 
development.  The  military  mission  in  Alaska  has  changed  to  the  extent  that 
those  portions  of  the  system  built  for  the  primary  purpose  of  serving  this  need 
are  no  longer  adequate  for  this  purpose.  Many  areas  of  Alaska  without  military 
installations  have  no  highways,  and  others  have  only  local  road  systems  without 
connection  to  the  primary  or  secondary  highway  system  or  the  Alaska  Highway. 

The  State  of  Alaska  has  a variety  of  minerals,  timber,  and  water  resources. 
The  development  of  these  resources  requires  adequate  surface  transportation 
facilities  connecting  Alaska  with  the  other  States  as  well  as  feeder  routes  into 
major  regions  within  the  State.  The  value  of  an  adequate  interstate  highway 
system  was  recognized  by  the  Congress  in  1944.  and  in  subsequent  years,  when 
the  National  System  of  Interstate  and  Defense  Highways  was  initially  author- 
ized and  which  is  currently  under  construction.  Alaska  was  excluded  from  this 
program  although  the  need  both  from  the  standpoint  of  economic  development 
and  growth  and  national  defense  clearly  existed  then  and  today. 

5.  Appropriations. — The  Southeastern  Conference  supports  and  urges  the 
Congress  to  immediately  appropriate  authorized  funds  for  the  Alaska  Interna- 
tional Pail  and  Highway  Commission  in  order  that  it  may  promptly  undertake 
the  studies  set  forth  in  Public  Law  884.  84th  Congress. 

Such  an  appropriation  is  also  supported  by  the  Alaska  State  Chamber  of 
Commerce,  League  of  Alaskan  Cities,  and  the  American  Municipal  Association. 

Respectfully  submitted. 

N.  C.  Banfield, 

President,  Southeastern  Conference. 
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Letter  From  Senator  Magntjson 

(Note. — The  following  letter  was  received  from  Senator  Magnuson, 
Acting  Chairman  of  the  Alaska  International  Rail  and  Highway 
Commission,  after  the  hearings  were  concluded.  It  is  printed  at  this 
point  in  the  proceedings  at  the  direction  of  the  chairman  of  the 
committee :) 

Alaska  International  Rail 

and  Highway  Commission, 
Washington,  D.G.,  April  10,  1959 . 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator:  The  following  information  is  submitted  to  your  committee 
in  addition  to  the  testimony  given  on  April  7,  1959,  specifically  in  answer  to 
the  questions  posed  by  Senator  Ellender.  The  first  of  these  had  to  do  with 
the  accomplishment  of  the  Commission  to  date,  and  the  second  question  related 
to  participation  by  the  Canadian  Government  in  the  cost  of  the  proposed  study. 

accomplishment  to  date 

As  I stated  previously,  most  of  the  effort  and  money  which  has  been  expended 
has  been  in  preparation  for  the  conduct  of  an  exhaustive  economic  study  of 
northwest  North  America  relating  to  undeveloped  resources  and  the  transport 
facilities  needed  to  get  them  to  markets  all  over  the  world.  This  method  of 
procedure  was  the  considered  judgment  of  the  Commission,  reflecting  the  opin- 
ions of  its  congressional,  executive,  and  public  members.  Our  accomplishments 
to  date  may  be  divided  into  four  general  categories. 

1.  Collection  of  existing  data. — In  order  to  intelligently  plan  this  project 
and  carry  out  the  duties  directed  by  the  act,  it  was  necessary  to  first  review 
the  studies  previously  made,  the  conclusions  and  recommendations  submitted, 
surface  transportation  facilities  presently  existing  and  plans  currently  being 
implemented  for  improved  or  additional  facilities  in  the  region  of  responsibi- 
lity. This  was  accomplished  in  part  at  the  Commission’s  first  business  meeting 
in  Seattle  in  November  1957,  at  which  time  speakers  presented  a summary  of 
transport  services  available  in  that  part  of  the  continent  by  rail,  highway,  and 
air  facilities. 

Meanwhile,  the  staff  collected  and  reviewed  all  manner  of  reports,  articles, 
surveys,  and  documents  relating  to  resources  and  transportation  in  the  north 
country,  which  have  been  published  in  two  issues  of  a bibiography  making 
these  documents  all  immediately  available  for  further  reference.  A copy  of 
each  is  attached  hereto  for  your  informal  Ion. 

2.  Canadian  relationship. — Despite  this  Commission  being  a U.S.  responsi- 
bility created  by  the  Congress  and  responsible  only  to  the  Congress,  the  Com- 
mission believes  that  Canadian  relationships  are  vital  to  the  success  of  the 
project.  As  a result,  conferences  were  held  with  Dominion  officials  in  Ottawa 
upon  three  occasions.  A staff  meeting  in  August  1957.  with  officials  of  the 
Department  of  Northern  Affairs  and  Natural  Resources,  resulted  in  an  offer 
of  basic  data,  maps,  charts,  and  aerial  photographs.  In  January  1958.  the 
Chairman,  the  Vice  Chairman,  and  the  State  Department  member  met  with 
the  Canadian  Secretary  of  State,  the  late  Sidney  Smith,  and  his  ministers  to 
acquaint  them  fully  with  the  program  and  plans  of  the  Commission.  This 
group  approved  the  conduct  of  the  proposed  economic  studv,  th°  major  part 
of  which  would  be  carried  on  with  Canadian  officials  and  on  Canadian  soil.  The 
chairman  met  with  these  same  officials  again  on  July  31,  1958,  to  advise  them  of 
the  selection  of  a contractor  to  conduct  the  economic  study.  Meanwhile,  the 
Interdepartmental  Committee  on  Pacific  Coast  Transportation  had  been  ap- 
pointed to  work  with  the  Commission. 

Realizing  the  need  for  contract  with  Province  officials,  since  some  of  the 
surface  transportation  facilities  are  owned  and  operated  bv  the  Province  gov- 
ernments, the  Commission  met  with  Premier  Bennett,  of  British  Columbia, 
and  his  deputies  in  November  of  1957.  The  two  groups  were  entirely  in  accord 
on  the  proposed  Commission  program.  The  Honorable  Gordon  Tavlor.  Minister 
of  Highways  of  Alberta,  appeared  before  the  Commission  on  February  1958  to 
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present  a brief  on  the  transport  capabilities  of  that  Province.  The  Commission 
is  assured  of  complete  cooperation  of  both  Governments  by  their  making  data 
available  for  future  study. 

3.  Establishing  the  basis  of  an  economic  study. — Regardless  of  what  method 
was  selected  to  conduct  an  economic  study,  it  was  first  necessary  to  determine 
the  scope  of  the  study  to  be  made  by  the  Commission.  As  a result,  a set  of 
stringent  guidelines  to  govern  scope  and  nature  of  conclusions  and  recommen- 
dations was  adopted.  These  10  topics  have  been  the  basis  of  all  planning 
since  the  passage  of  the  bill  by  the  85th  Congress  extending  the  life  of  the 
Commission  and  increasing  its  authorization. 

4.  Review  and  analysis  of  study  proposals. — After  careful  consideration,  the 
Commission  determined  that  the  duties  could  best  be  accomplished  by  the  em- 
ployment of  an  outside  research  organization.  In  excess  of  4 months  of  staff 
time  was  occupied  in  the  review  and  analysis  of  18  proposals  received  as  a 
result  of  invitations  issued.  This  effort  resulted  not  only  in  the  selection  of  the 
best  qualified  contractor,  but  each  proposal  contributed  something  to  the  scope, 
completeness,  and  overall  comprehension  of  the  study  to  be  performed. 

CANADIAN  PARTICIPATION 


With  further  reference  to  the  question  relating  to  Canadian  participation 
in  the  cost  of  the  proposed  economic  study,  it  seems  logical  that  planning  for 
transportation  facilities  connecting  two  parts  of  a noncontiguous  country  should 
be  the  primary  responsibility  of  that  country  and  not  of  the  people  occupying 
the  intervening  area.  This  is  more  particularly  true  since  Alaska  has  become 
the  49th  State.  While  Canada  is  not  contributing  directly  to  the  cost  of  this 
study,  it  has  and  will  contribute  services  of  more  or  less  equal  value.  Specifi- 
cally, assistance  of  the  Interdepartmental  Committee  on  Pacific  Coast  Transporta- 
tion is  available  to  members  of  the  Commission,  the  staff,  and  the  consultants 
that  will  be  performing  the  economic  study.  Resources  statistics  must  be  cur- 
rent and  sufficiently  in  detail  to  provide  location,  availability,  and  volume.  Much 
of  this  information  will  be  gleaned  from  Canadian  Government  sources.  Maps, 
charts,  and  aerial  photographs  exist  of  the  entire  area  of  interest  in  this  study, 
all  of  which  will  be  available  to  the  Commission.  The  only  cost  involved  would 
be  the  cost  of  producing  prints  for  use  in  the  final  report. 

Provincial  officials  have  promised  that  alternate  routes  shall  be  considered  by 
them  in  order  to  provide  the  shortest  practicable  route  between  Alaska  and  the 
48  States  in  consideration  of  the  juxtaposition  of  the  resources  that  might  con- 
tribute to  the  economic  feasibility  of  these  facilities.  In  addition,  neither  the 
Dominion  Government  nor  the  Provincial  governments  of  Canada  are  awaiting 
the  results  of  the  study  to  proceed  with  highway  construction.  British  Colum- 
bia. with  Federal  help,  is  building  the  Cassiar-Stewart  Highway  project  to  enable 
Cass’ar  asbestos  to  be  hauled  by  truck  to  tidewater.  This  route  duplicates  a 
portion  of  the  so-called  A route  recommended  by  two  previous  road  commis- 
sions. Extensive  road  improvements  and  the  construction  of  bridges  in  the 
Yukon  Territory  is  another  example  of  Canada’s  progressive  attitude  in  providing 
new  transportation  facilities  for  the  development  of  this  north  country.  The 
recent  extension  of  the  Pacific  Great  Eastern  Railway  820  miles  north  of  Prince 
George.  British  Columbia,  to  the  Alaska  Highway  is  another  example  of  pro- 
gressive planning. 

Mr.  Junge  did  not  complete  his  reasons  why  we  requested  a supplemental 
rather  than  a regular  1960  appropriation.  Because  the  funds  appropriated  in 
1958  were  insufficient  to  execute  the  contract  for  an  economic  study,  the  re- 
maining authorized  funds  were  requested  from  this  Congress.  With  the  con- 
currence of  the  Director  of  the  Bureau  of  the  Budget,  it  was  decided  that  a sup- 
plemental 1959  appropriation  would  assure  early  action  by  the  Congress,  pre- 
cluding further  delays.  It  would  provide  needed  latitude  in  deciding  in  which 
fiscal  year  obligations  would  be  incurred.  Moreover,  it  is  essential  to  know 
what  funds  are  available  and  for  how  long,  before  a contract  for  services  extend- 
ing over  a period  of  14  to  10  months  may  be  executed. 

I appreciate  this  opportunity  to  further  answer  Senator  Ellender's  questions 
which  were  directed  to  Mr.  Junge  and  Mr.  Hoff  during  my  absence. 

Sincerely, 


Warren, 

Warren  G.  Magnuson, 

U.S.  Senator,  Acting  Chairnmn. 
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DEPARTMENT  OF  LABOR 

STATEMENT  OE  JAMES  E.  DODSON,  ADMINISTRATIVE  ASSISTANT 

SECRETARY,  ACCOMPANIED  BY  V.  S.  HUDSON,  DEPUTY  ADMINIS- 
TRATIVE ASSISTANT  SECRETARY 

Restoration  of  Pay  Cost  Reductions 

Clmi rman  Hayden.  We  understand,  Mr.  Dodson,  (lie  Department  of 
Labor's  supplemental  estimates  for  increased  pay  costs  were  reduced 
by  the  House  10  percent  on  each  and  every  item.  The  Department  is 
appealing  for  restoration  of  these  sundry  amounts  and  we  will  hear 
from  you,  Mr.  Dodson,  the  Administrative  Assistant  Secretary.  I will 
turn  this  over  to  Senator  Hill  at  this  point. 

Senator  PIill.  The  justification  for  this  appeal  will  be  printed  in 
full  in  the  hearings,  and  Mr.  Dodson  can  summarize  the  effects  of  the 
House  action. 

(The  material  referred  to  follows :) 

Department  of  Labor, 

Office  of  the  Under  Secretary, 

Washington,  D.C..  April  6, 1959. 

Hon.  Carl  Hayden, 

U.S.  Senate, 

Wash  ington,  D.C. 

Dear  Senator  Hayden  : Attached  hereto  is  the  Department  of  Labor's  request 
for  supplemental  funds  for  1959  to  cover  increased  pay  costs  authorized  by  Public 
Law  85-462. 

We  are  requesting  that  the  amounts  allowed  by  the-  House  in  title  II  of  H.R. 
5916  be  increased  by  $269,000  and  that  the  amounts  allowed  in  title  I be  increased 
by  $66,100. 

As  a result  of  House  action  in  effecting  a 10-percent  reduction  in  the  amount 
required  to  meet  increased  cost  in  pay  a current  review  of  our  operations  has 
been  made.  Because  approximately  80  percent  of  the  total  of  salary  and  expense 
appropriation  is  for  salary  costs  and  the  remaining  20  percent  being,  to  some 
extent,  for  fixed  costs  such  as  retirement,  rent,  and  communications,  we  are 
unable  to  absorb  this  reduction  without  serious  impairment  to  the  programs  of 
the  Department. 

Material  has  been  supplied  to  the  committee  which  explains,  both  in  summary 
and  in  detail  for  each  appropriation,  the  adverse  effect  of  House  action  on 
authorized  program  operations  if  not  reversed  by  favorable  Senate  consideration. 

Sincerely  yours, 


James  J.  O’Connell, 
Under  Secret  art/  of  Labor . 
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U.S.  Department  of  Labor 

Supplemental  appropriations  requested  for  increased  pay  costs  and  effect  of  House 

action 


Organizational  unit  and  account  title 

Amount 

requested 

House 

allowance 

Reduction 

Title  II.  H.R.  5916: 

Office  of  the  Secretary;  Salaries  and  expenses  . ..- 

$125, 000 

SI  12.  500 

$12,  500 

Office  of  the  Solicitor:  Salaries  and  expenses _ 

212.  000 

190, 800 

21,200 

Bureau  of  Veterans’  Reemployment  Rights:  Salaries  and 
expenses-..  - - - - - - 

46.000 

41.400 

4.600 

Bureau  of  Apprenticeship  and  Training:  Salaries  and 
expenses  ..  --  

325, 000 

292,  500 

32,  500 

Bureau  of  Employment  Security:  Compensation  Act: 
Mexican  farm  labor  program.-  - . . 

39.000 

35,100 

3.900 

Salaries  and  expenses.  Mexican  (to  be  derived  by 

transfer  from  farm  labor  supply  revolving  fund) 

130. 000 

117,000 

13,000 

Bureau  of  Employees’  Compensation: 

Salaries  and  expenses . -_ 

257, 000 

231.300 

25, 700 

To  be  derived  by  transfer  from  Longshoremen’s  and 

harbor  workers'  fund  _ --_  __ 

4,100 

3.690 

410 

Bureau  of  Labor  Statistics:  Salaries  and  expenses. 

595.000 

535.500  1 

59,  500 

Women’s  Bureau:  Salaries  and  expenses  . . 

44,000 

39.600 

4, 400 

Wage  and  Hour  and  Public  Contracts  Division:  Salaries, 

and  expenses. ..  --. 

917.000 

825.300  i 

91,  700 

Total,  title  II  ..  . . - 

2.694,100 

2,424,690 

269. 410 

Title  I,  H.R.  5916: 

1 

Bureau  of  I abor  Standards:  Salaries  and  expenses.  _ 

S4.000 

75. 600 

8.4O0 

Bureau  of  Employment  Security:  Salaries  aiiu  expenses.. j 

577, 000 

519.300  i 

57,  700 

Total,  title  I 

661.000 

594,900 

66, 100 

Grand  total  _ . . . ..  . . 

3,355,100 

3,019,590  ; 

335.  510 

Office  of  the  Secretary 

Salaries  and  expenses — effect  of  House  allowance  for  1959  Pay  Act  costs 


Enacted  appropriation SI,  47S,  000 

House  supplemental  allowance 112,  500 


Total  available  under  House  allowance 1,  590.  500 


Obligations,  July  1 to  Mar.  31 : 

Personal  services $998,  925 

Nonpersonal  services 1 207.  075 

■ 1,  206.  000 

Estimated  obligations.  Apr.  1 to  June  30 : 

Personal  services 36S,  575 

Nonpersonal  services 28.  425 

397. 000 

Estimated  total  obligations : 

Personal  services 1,  367,  500 

Nonpersonal  services 235.  500 

1.  603.  000 


Restoration  requested  of  the  Senate 12,  500 

1 Nonlabor  costs  estimated  for  March. 

It.  would  not  be  possible  to  effect  savings  by  a reduction  in  force  since  (a) 
the  average  accrued  leave  per  employee  is  30  days  and  (6)  a 30-day  notice  and 
the  time  it  would  toke  to  develop  and  process  retention  registers  plus  accrued 
days  of  leave  would  exceed  the  number  of  days  of  pay  (65)  remaining  in  the 
last  quarter  of  the  fiscal  year. 

To  save  the  amount  of  the  reduction  by  the  process  of  furlough  would  involve 
2%  days  without  pay  for  every  employee  in  this  office.  This  would  be  our  only 
alternative  since  there  does  not  remain  enough  flexible  funds  (such  as  travel) 
for  the  fourth  quarter  to  make  up  this  size  reduction. 
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Office  of  the  Solicitor 

salaries  and  e .r pen ses— Effect  of  House  allowance  for  1959  Pay  Act  costs 


Enacted  appropriation $2,431,000 

House  supplemental  allowance 190,800 


Total  available  under  House  allowance.. 2,621,800 


Obligations,  July  1 to  Mar.  31 : 

Personal  services $1,621,985 

Nonpersonal  services 387,215 


Estimated  obligations,  Apr.  1 to  June  30: 

Personal  services 555.  532 

Non  personal  services 78,  268 

633, 800 


Estimated  total  obligations: 

Personal  services 2, 177,  517 

Nonpersonal  services 465,483 

2,  643,  000 


Restoration  requested  of  the  Senate 21,  200 

1 Nonlabor  costs  estimated  for  March. 


A review  of  expenditures  for  the  balance  of  the  fiscal  year  1959,  for  the 
Office  of  the  Solicitor,  reaffirms  our  previous  position  that  it  is  not  possible  to 
absorb  any  deficiency  caused  by  the  Pay  Act  of  1958. 

It  is  of  the  utmost  importance  that  the  personnel  strength  of  the  Office,  as 
was  planned  and  budgeted  at  the  beginning  of  the  fiscal  year  1959,  be  achieved 
and  maintained  to  meet  the  workload  developing  from  the  administration  of 
new  legislation  enacted  by  the  85th  Congress.  Such  activities,  which  are  being 
met  without  requesting  funds  for  additional  personnel  during  the  fiscal  year 
1959,  are  principally  concerned  with  the  administration  of  the  Welfare  and 
Pension  Disclosure  Act  (Public  Law  85-836)  and  the  Longshoremen’s  and 
Harborworkers’  Safety  Program  (Public  Law  85-742).  In  addition,  the  in- 
crease of  enforcement  activities  of  the  Fair  Labor  Standards  Act  and  Davis- 
Bacon  Act  and  related  statutes  have  also  created  a heavy  demand  on  personnel. 

The  workload  on  the  administration  of  the  Welfare  Pensions  Disclosure  Act 
will  be  at  its  highest  peak  during  the  last  3 months  of  fiscal  year  1959  because 
of  the  April  1 deadline  on  the  filing  of  plans.  The  longshoremen’s  and  harbor- 
workers’  safety  program,  effective  January  1,  1959,  is  presently  at  the  point 
where  hearings  have  been  set  to  establish  safety  regulations  and  codes  for  the 
various  activities.  During  the  last  3 months  of  fiscal  year  1959,  three  hearings 
have  been  scheduled  to  be  held  in  New  York,  San  Francisco,  and  New  Orleans 
to  consider  regulations  governing  ship  repairing.  In  the  field  of  enforcement  of 
labor  standards  the  amount  of  cases  has  more  than  doubled  in  1958-59  over 
previous  fiscal  years. 

Any  plan  of  reduction  in  force  or  furlousrh  of  personnel  to  absorb  any  part 
of  the  deficit  created  by  the  Pay  Act  of  1958,  is  impossible  at  this  late  date. 
In  the  Office  of  the  Solicitor,  in  addition  to  the  administrative  time  prescribed  by 
law,  terminal  leave  averaging  26  days  per  employee  would  have  to  be  paid.  This 
combined  lapse  of  time  to  terminate  prsonnel  by  reduction  in  force  would  create 
an  obligation  greater  than  the  regular  salaries  for  the  same  personnel  during 
the  last  quarter  of  the  fiscal  year.  Furloughing  of  personnel  for  a sufficient 
leneth  of  time  to  meet  the  deficit  would  require  a loss  of  3 days  for  each  employee 
which  would  cause  a morale  problem.  Such  action  would  also  completely  disrupt 
the  office  programing  by  causing  a loss  of  approximately  1,000  man-days  of  work. 

The  only  alternative  adjustment  for  absorbing  any  part  of  the  cost  created 
by  the  Pay  Act  of  1958  is  through  the  reduction  of  nonpersonnel  costs.  Of  these 
various  items  of  expense,  travel  and  printing  are  the  only  ones  that  may  be 
adjusted  at  this  late  date.  The  Offioe  of  the  Solicitor  does  not  have  sufficient 
funds  allocated  for  the  remainder  of  the  year  to  travel  and  printing  to  meet  the 
deficit  and  the  minimum  irreducible  costs  occurring  in  these  categories.  Travel 
expenses  by  this  office  are  principally  allocated  to  the  regional  offices  where  the 
enforcement  program  is  discharged.  Printing  funds  are  principally  for  the 
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production  of  briefs  submitted  in  court.  The  courtwork  is  handled  entirely  in 
the  field  and  this  fiscal  year’s  records  show  the  largest  caseload  being  carried 
since  the  enactment  of  the  Fair  Labor  Standards  Act  of  1938.  As  of  March  1, 
1959,  there  were  809  cases  pending  in  the  various  Federal  district  courts.  This 
number  of  cases  attributes  to  the  heaviest  court  docket,  for  the  balance  of  this 
fiscal  year,  ever  experienced  by  this  Office.  Any  reduction,  at  this  time,  of  travel 
or  printing  costs  would  curtail  the  appearance  of  attorneys  in  court  and  cause 
the  postponement  or  dismissal  of  the  cases  now  prepared  for  trial.  Such  action 
would  not  only  have  a drastic  effect  on  the  Department’s  program,  but  would 
also  create  an' extraordinary  burden  on  the  already  overtaxed  functions  of  our 
Federal  court  system. 

Bureau  of  Veterans’  Reemployment  Rights 
Salaries  and  expenses — Effect  of  House  allowance  for  1959  Pay  Act  costs 


Enacted  appropriation $542,  000 

House  supplemental  allowance 41,  400 


Total  available  under  House  allowance 583,  400 


Obligations  July  1 to  Mar.  31 : 

Personal  services $350,  088 

Nonpersonal  services 1 89,  504 

439, 592 

Estimated  obligations  Apr.  1 to  June  30 : 

Personal  services 117,  743 

Nonpersonal  services 30,  665 

148, 408 


Estimated  total  obligations : 

Personal  services 467,  831 

Nonpersonal  services 120, 169 

588,  000 


Restoration  requested  of  the  Senate 4,  600 

1 Nonlabor  costs  estimated  for  March. 


A reduction  in  force  would  cost  rather  than  save  funds  since  (a)  it  would 
take  at  least  10  workdays  to  establish  a retention  register;  (&)  employees  are 
entitled  to  a notice  of  30  calendar  days  and  (c)  a lump-sum  payment  for  ac- 
cumulated leave  (an  average  of  33*4  workdays  in  this  Bureau).  Therefore,  with 
this  process,  employees  would  have  to  be  paid  in  excess  of  the  number  of  work- 
days (65)  remaining  in  the  last  quarter  of  this  fiscal  year. 

If  leave  without  pay  was  resorted  to,  it  would  require  placing  all  63  employees 
in  a furlough  status  for  2.8  days  to  make  up  the  deficit. 

In  the  nonpersonal  service  category,  it  would  require  no  travel  or  the  ground- 
ing of  27  people  for  5 weeks.  This  would  result  in  postponing  actions  in  securing 
reemployment  rights  for  veterans  and  increase  the  problem  and  caseload  in  1960. 
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Bureau  of  Apprenticeship  and  Training 


Salaries  and  expenses — effect  of  House  allowances  for  1959  Pay  Act  costs 


Enacted  appropriation $3,700,000 

House  supplemental  allowance 292,  500 


Total  available  under  Plouse  allowance. 


Obligations  July  1 to  Mar.  31 : 

Personal  services $2,  447,  351 

Nonpersonal  services 603,  571 


Estimated  obligations  Apr.  1 to  June  30 : 

Personal  services 821,  574 

Nonpersonal  services 152,  504 


3,  992,  500 


3,  050,  922 


974,  078 


Estimated  total  obligations : 

Personal  services 3,  268,  925 

Nonpersonal  services 756,  075 

4,  025,  000 

Restoration  requested  of  the  Senate 32,  500 


A reduction  in  force  would  be  impractical.  At  least  10  days  would  be  re- 
quired for  the  establishment  of  a retention  register;  employees  are  entitled  to 
30  days  notice  with  a lump-sum  payment  for  accumulated  leave.  Average  leave 
accumulation  is  36.4  days.  This  would  make  a total  of  76.4  days  to  be  paid 
each  employee  separated  which  would  extend  beyond  the  end  of  the  fiscal  year. 

To  absorb  this  deficit,  forced  leave  without  pay  would  require  2.6  days  fur- 
lough for  each  employee.  This  would  cause  a serious  morale  problem. 

If  the  Bureau  has  to  meet  the  reduction  it  will  be  accomplished  by  post- 
poning personnel  services,  printing  and  binding,  and  travel,  withholding  ex- 
penditures of  $4,400  for  personal  services,  $8,000  for  printing  and  binding,  and 
$20,100  for  travel.  These  postponements  are  particularly  serious  in  what  is 
customarily  the  most  productive  quarter  of  the  year.  Although  the  field  staff 
planned  to  provide  service  to  at  least  25,000  industrial  establishments  during 
the  quarter,  a reduction  of  approximately  10,000  establishments  would  have 
to  be  made  and  which  would  create  serious  consequences. 


Bureau  of  Employment  Security 

Compliance  activities , Mexican  farm  labor  program — Effect  of  House  allowance 


for  1959  Pay  Act  costs 

Enacted  appropriation $480,  600 

House  supplemental  allowance 35, 100 


Total  available  under  House  allowance 515,  700 


Obligations  July  1 to  Mar.  31 : 1 

Personal  services ; $287, 100 

Nonpersonal  services 96,  000 

383,100 

Estimated  obligations  Apr.  1 to  June  30 : 

Personal  services . 98,  400 

Nonpersonal  services 38, 100 

136, 500 


Estimated  total  obligations: 

Personal  services 385,  500 

Nonpersonal  services 134, 100 

519,  600 


Restoration  requested  of  the  Senate 
1 Estimated  for  March. 


3,  900 
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In  order  to  run  a reduction  in  force,  it  would  be  necessary  to  establish  a reten- 
tion register.  This  would  take  at  least  10  days.  In  addition,  employees  are 
entitled  to  a 30-day  notice  together  with  their  lump-sum  payment  for  accumu- 
lated leave.  The  average  accumulated  annual  leave  on  March  1 was  38  days. 
There  are  only  65  workdays  left  in  the  last  quarter  of  this  fiscal  year.  Each 
employee  separated  could  cost  more  than  to  retain  him  on  the  rolls  for  the  bal- 
ance of  the  fiscal  year. 

If  a nonpay  furlough  was  resorted  to  it  would  require  placing  all  68  employees 
in  a nonpay  status  for  2.3  days  to  make  up  the  deficit.  This  would  create  a 
serious  morale  problem. 

In  the  nonpersonal  service  category,  if  no  travel  were  authorized  for  the 
equivalent  of  2 weeks,  the  deficit  could  be  met.  Any  stoppage  of  travel  would 
bring  the  program  to  a stop  in  the  field.  We  would  not  be  able  to  make  about 
500  investigations  of  complaints  raised  by  Mexican  nationals  and  the  Mexican 
consuls  in  relation  to  wages,  housing  and  feeding  facilities,  and  other  working 
conditions  of  Mexican  nationals.  This  would  result  in  postponing  work  and 
building  up  backlogs.  In  addition,  this  would  seriously  affect  our  friendly 
relations  with  the  Mexican  Government. 

Bureau  of  Employment  Security' 

Salaries  and  expenses.  Mexican  farm  labor  program — Effect  of  House  allowance 

for  1959  Pay  Act  costs 


Enacted  appropriation SI,  550,  000 

House  supplemental  allowance 117,  000 


Total  available  under  House  allowance 1,  667,  000 


Obligations  July  1 to  Mar.  31 : 1 

Personal  services SI,  025,  800 

Nonpersonal  services 254,  300 

1.  280, 100 

Estimated  obligations  Apr.  1 to  June  30 : 

Personal  services 326,  800 

Nonpersonal  services 73, 100 

399,900 


Estimated  total  obligations : 

Personal  services 1,  352,  600 

Nonpersonal  services 327,  400 

1,  680,  000 


Restoration  requested  of  the  Senate 13,  000 

1 Estimated  for  March. 


In  order  to  run  a reduction  in  force,  it  would  be  necessary  to  establish  a reten- 
tion register.  This  would  take  at  least  10  days.  In  addition,  employees  are  en- 
titled to  a 30-day  notice  together  with  their  lump-sum  payment  for  accumulated 
leave.  The  average  accumulated  annual  leave  on  March  1 was  38  days.  There 
are  only  65  workdays  left  in  the  last  quarter  of  this  fiscal  year.  Each  employee 
separated  could  cost  more  than  to  retain  him  on  the  rolls  for  the  balance  of  the 
fiscal  year. 

If  a nonpay  furlough  was  resorted  to  it  would  require  placing  all  247  em- 
ployees in  a nonpay  status  for  2.7  days  to  make  up  the  deficit.  This  would  cre- 
ate a serious  morale  problem. 

In  the  nonpersonal  service  category,  if  no  travel  were  authorized  for  the  equiv- 
alent of  5 weeks,  the  deficit  could  be  met.  However,  this  would  require  a stop- 
page of  all  fieldwork  in  connection  with  the  recontracting  of  about  3.000  Mexi- 
can nationals.  This  means  that  the  workers  would  have  to  be  returned  to  the 
centers  for  recontracting  at  great  expense  to  employers.  In  addition,  about 
10.000  extensions  and  terminations  of  contracts  would  have  to  be  done  by  mail, 
which  would  build  up  a backlog  of  complaints.  "We  would  not  be  able  to  comply 
with  the  terms  and  conditions  of  the  international  agreement  with  Mexico  and 
the  work  contract. 
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The  reception  centers  and  migratory  stations  have  been  put  on  a straight  40- 
hour  workweek.  A scheduled  22,000  contracts  of  Mexican  workers  on  3 successive 
Saturdays  has  had  to  be  canceled  and  rescheduled  during  the  regular  workweek 
at  great  inconvenience  and  added  expense  to  employers. 

Bureau  of  Employees'  Compensation 


Salaries  and  expenses — Effect  of  House  allowance  for  1959  Pay  Act  costs 


Direct 

appropria- 

tion 

Authoriza- 
tion by 
transfer 

Total 

Enacted  appropriation  or  transfer . - 

$2, 810, 600 
231, 300 

$47,  400 
3,  690 

$2, 858, 000 
234, 990 

1 louse  'supplemental  allowance  - __  

Total  available  under  House  allowance ---  

3, 041, 900 

51, 090 

3,  092,  990 

Obligations  July  1,  1958,  to  Mar.  31,  1959: 

Personal  services  - - - - _ . 

1,  955,  926 
1-368,  586 

29,  518 
i 6, 025 

1, 985,  444 
374, 611 

Non  personal  services  . 

Total  - - 

2,  324,  512 

35, 543 

2, 360,  C65 

Estimated  obligations,  Apr.  1 to  June  30,  1959: 

Personal  services  - --  - - -- 

635, 329 
107, 759 

10, 063 
3, 029 

645, 392 
110,788 

Nonpersonal  services  

Total  - - - 

743, 088 

13, 092 

756, 180 

Estimated  total  obligations: 

Personal  services  _ - --  --  - - - 

2, 591, 255 
476, 345 

39,  581 
9, 054 

2, 630, 836 
485, 399 

Nor) personal  services  __  - --  - 

Total  --  - - --  

3, 067, 600 

48, 635 

3, 116, 235 

Restoration  requested  oft.be  Senate  _ __  __  __  _ _ 

25, 700 

0 

25,  700 

1 Nonlabor  costs  estimated  for  March. 

Note.— The  above  funds  are  not  interchangeable  and  any  savings  under  the  longshore  rehabilitation 
program  must  be  returned  to  the  trust  account. 


To  absorb  this  amount  of  money  in  3 months  will  result  in  drastic  curtailment 
of  necessary  functions  of  the  Bureau.  A reduction  in  force  at  this  time  is  not 
feasible  because  it  could  not  be  initiated  before  April  1 and  the  time  required  to 
set  up  retention  registers  and  issue  notices  to  affected  employees  added  to  the 
required  30-day  notice  of  separation  plus  average  accumulated  leave  of  27  days 
to  be  paid  will  result  in  employees  being  paid  as  many  or  more  days  than  remain 
in  the  fiscal  year.  The  only  other  solutions  are:  a 3-day  furlough  without  pay, 
thereby  creating  resentment  and  morale  problems  or  enforcing  the  following 
measures : 

Elimination  of  all  investigator  travel  except  local  travel.  This  will  result  in 
delayed  investigation  of  from  300  to  400  cases  and  will  in  turn  create  a backlog 
of  cases  to  be  adjudicated.  This  backlog  will  delay  payment  of  compensation 
in  these  cases,  thereby  creating  unwarranted  hardships  on  injured  employees 
and  their  dependents. 

Postponement  of  all  formal  hearings  under  the  Longshore  Act  until  after 
July  1,  thereby  saving  on  stenographic  reporting  services  and  travel  of  Deputy 
Commissioners,  and  the  elimination  of  all  medical  examinations  under  the  Long- 
shore Act.  These  actions  will  create  a backlog  of  cases  to  be  adjudicated  under 
this  act  and  its  extensions  and  will  result  in  delayed  payment  of  comrtensation 
and  unnecessary  hardships  for  these  injured  employees  and  their  families. 

Delay  printing  of  compensation  forms  supplied  to  Government  establishments. 
This  will  result  in  reducing  requests  for  forms  from  other  establishments  which 
in  turn  could  result  in  delayed  reporting  of  injuries.  This  also  will  delay  pay- 
ment of  compensation  to  injured  employees. 
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Bureau  of  Labor  Statistics 


Salaries  and  expenses — Effect  of  House  allowance  for  1959  Pay  Act  costs 


Enacted  appropriation $7,424,500 

House  supplemental  allowance 535,  500 


Total  available  under  House  allowance 7,  960,  000 

Obligations  July  1 to  Mar.  31 : 

Personal  services $4,  407,  393 

Nonpersonal  services 1 1,  853,  254 

6,  260,  647 


Estimated  obligations  Apr.  1 to  June  30  : 

Personal  services 

Nonpersonal  services 


1,  451,  887 
306,  966 

1,  758,  853 


Estimated  total  obligations : 

Personal  services 5,  859,  280 

Nonpersonal  services 2, 160,  220 

8,  019,  500 


Restoration  requested  of  the  Senate 59,  500 

1 Nonpersonal  services  cost  estimated  for  March. 

The  action  of  the  House  reduced  the  funds  provided  for  pay  increase  costs 
from  $595,000  to  $535,500,  a reduction  of  $59,500.  This  amount  can  be  saved  only 
by  stopping  wTork  that  is  underway  or  by  withholding  printing  of  data  that  are 
now  ready  or  will  be  ready  for  publication  before  the  end  of  the  year. 

It  is  too  late  in  the  year  to  effect  any  saving  by  a reduction  in  force.  Establish- 
ment of  retention  registers  would  take  at  least  a week  and  a half,  administrative 
decisions  concerning  “bumping”  and  final  determination  as  to  those  employees 
who  would  be  separated  would  take  at  least  another  week  and  a half,  advance 
notice  of  30  days  to  those  affected  and  cash  payment  for  accrued  leave  averaging 
over  25  workdays,  would  cost  in  total  more  than  the  salaries  for  the  last  3 months 
of  those  affected. 

Another  means  of  saving  $60,000  would  be  to  furlough  all  of  the  Bureau’s  eih- 
ployees  for  3 days  without  pay.  This  obviously  would  have  an  extremely  adverse 
effect  on  operations,  relations  with  other  agencies  and  the  public,  and  on  employee 
morale. 

Much  of  our  data  on  prices,  wages,  construction,  etc.,  is  obtained  by  agents  in 
the  field.  If  this  reduction  in  funds  stands,  it  will  be  necessary  to  stop  supervi- 
sion and  collection  of  some  of  these  data  and  attempt  to  utilize  the  personnel  in 
regional  offices.  This  is  a very  inefficient  procedure  and  would  result  in  substan- 
tial loss  to  the  Department  and  the  public.  We  will  also  stop  the  publication  of 
various  reports  which  are  ready  for  issuance.  These  reports  are  principally  in 
the  fields  of  prices,  wages,  and  employment. 


38932 — 59 


1<> 
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Wage  and  Hour  Division 


Hilaries  and  expenses — Effect  of  House  allowance  for  1959  Pay  Act  costs 


Enacted  appropriation $10,500,000 

House  supplemental  allowance 825,300 


Total  available  under  House  allowance 11,  325,  300 

Obligations,  July  1 to  Mar.  3, 1931 : 

Personal  services $6,  776,  400 

Nonpersonal  services 1,  882,  800 

8,  659,  200 


Estimated  obligations,  Apr.  1 to  June  30: 

Personal  services 2,  265,  500 

Nonpersonal  services 492,  300 

2,  757,  800 


Estimated  total  obligations : 

Personal  services 9,  041,  900 

Nonpersonal  services 2,  375, 100 

11,  417,  000 


Restoration  requested  of  the  Senate 91,  700 

The  Wage  and  Hour  Division  has  been  operating  under  an  employment  freeze 
since  last  July  in  order  to  hold  its  supplemental  needs  to  $917,000.  They  have 
already  reduced  staff  by  54  employees  and  plan  to  further  reduce  staff  this  year 
by  an  additional  22  employees  and  continue  to  effect  every  possible  economy. 

The  required  savings  of  $91,700  cannot  be  effected  through  reduction-in-force 
actions  because  (a)  it  requires  at  least  10  days  to  establish  retention  registers, 
(5)  departmental  policy  requires  a 30-day-notice  period,  and  (c)  the  average 
lump-sum  leave  payment  would  be  approximately  35  days’  pay.  Therefore,  it  is 
quite  evident  that  reduction  in  force  is  not  the  solution,  since  there  are  only 
65  workdays  in  the  remaining  quarter  of  this  fiscal  year. 

Furloughing  employees  is  not  a practical  solution  because  such  action  would 
require  complete  cessation  of  all  wage-and-hour  activities  for  at  least  3 full  days. 
This  would  substantially  impair  the  Division’s  operations  and  seriously  hurt 
employee  morale  to  administratively  force  them  to  take  leave  without  pay. 

The  proposed  10-percent  cut  can  only  be  made  by  reducing  travel,  which  repre- 
sents only  7 percent  of  the  wage-and-hour  appropriation  (85  percent  is  for  per- 
sonal services  and  the  remaining  8 percent  for  other  fixed  charges).  Savings  in 
travel  will  be  at  the  direct  expense  of  the  enforcement  program. 

A.  Investigators  will  have  to  be  “grounded.” 

B.  Enforcement  effectiveness  would  be  substantially  curtailed  during  the  next 
3 months.  This  time  lost  could  never  be  regained. 

C.  Several  hundred  complaint  investigations  would  have  to  be  deferred  or 
passed  over  completely. 

D.  Child-labor  investigations  and  violations  which  affect  the  well-being  and 
safety  of  many  thousands  of  youngsters  would  be  deferred  or  passed  over  com- 
pletely. 

E.  Many  hundreds  of  thousands  of  dollars — probably  a million  dollars  or 
more — in  violations  of  the  minimum-wage  and  overtime  provisions  would  be 
passed  over.  The  2-year  statute  of  limitations  would  cancel  out  violations  for- 
ever. 

F.  Many  thousands  of  employees  would  be  denied  payment  of  wages  legally  due 
them. 

G.  Safety  and  health  standards  under  the  Walsh-Healey  Public  Contracts  Act 
could  not  be  enforced  in  hundreds  of  firms. 
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Women’s  Bureau 

Salaries  and  expenses — Effect  of  House  allowance  for  1959  Pap  Act  costs 


Enacted  appropriation $462,  000 

House  supplemental  allowance 39,  600 


Total  available  under  House  allowance 501,  600 

Obligations,  July  1 to  Mar.  31 : 

Personal  services $300,  409 

Nonpersonal  services 1 86,  095 

386, 504 

Estimated  obligations,  Apr.  1 to  June  30 : 

Personal  services 102,  391 

Nonpersonal  services 17, 105 


Estimated  total  obligations : 

Personal  services 402,  800 

Nonpersonal  services 103,  200 

506, 000 


Restoration  requested  of  the  Senate 4,  400 

1 Nonpersonal  service  costs  estimated  for  March. 


If  the  cut  in  the  amount  provided  for  pay  act  costs  is  not  restored,  the 
Women’s  Bureau  will  have  to  reduce  program  operations  in  the  last  quarter 
of  the  .year.  A reduction  in  force  is  impractical  because  the  savings  which 
might  otherwise  accrue  from  such  action  would,  this  late  in  the  fiscal  year,  be 
offset  by  the  terminal  leave  payments  due  employees.  If  a furlough,  or  period 
of  leave  without  pay.  were  resorted  to,  it  would  require  all  employees  to  be 
placed  on  leave  for  approximately  3 days.  This  would  be  demoralizing  and 
would  hit  the  hardest  those  employees  who  could  least  afford  it: — those  in 
the  low-wage  brackets  who  have  heavy  family  responsibilities. 

The  Bureau  has  one  vacancy  for  which  recruitment  has  been  underway. 
This  is  a professional  position  in  the  Division  of  Women's  Labor  Law  and  Civil 
and  Political  Status  and  is  a key  job  in  the  production  of  the  series  of  pamph- 
lets on  the  legal  status  of  women  in  the  individual  States — a series  widely  used 
as  reference  materials  by  labor  groups,  legislators,  and  women’s  and  civic 
organizations.  Under  the  cut  in  funds  for  pay  act  costs,  the  position  will  have 
to  remain  vacant,  thus  delaying  indefinitely  the  issuance  of  those  important 
publications  and  impending  Bureau  services  on  such  subjects  as  equal  pay. 

The  only  other  savings  which  could  be  made  through  curtailment  of  operations 
would  be  in  the  two  categories  of  travel  and  printing.  To  curtail  travel  would 
mean  that  some  commitments  already  made  for  the  last  quarter  of  the  year  would 
have  to  be  canceled.  Two  commitments  relate  to  earning  opportunities  forums 
on  which  considerable  advance  planning  has  already  been  done  by  local  organi- 
zations— one  in  Texas  and  one  in  New  York  State.  Groups  in  several  other  cities 
in  the  Midwest,  the  South,  and  the  Middle  Atlantic  States  have  requested  that 
Bureau  representatives  consult  with  them  in  planning  forums  for  the  early 
summer.  In  addition,  field  programs  related  to  the  shortages  of  nurses  and 
teachers,  the  older  worker,  youth  counseling,  and  many  other  aspects  of  the 
Bureau’s  work  would  have  to  be  halted. 

The  printing  funds  available  for  the  remainder  of  the  year  total  only  $6,600, 
which  is  less  than  the  amount  the  Bureau  actually  needs  to  reproduce  some  of 
the  reports  and  pamphlets  which  are  now  nearly  ready  for  the  printer.  These 
include  bulletins  on  women  in  science — a shortage  occupation — women  in  retail 
trade,  a report  on  the  first  jobs  of  college  women,  a bulletin  on  hours  laws  af- 
fecting women  workers,  and  a compilation  of  State  minimum-wage  orders.  If 
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any  or  all  of  those  were  postponed  to  next  year  it  would  mean  that  program  plans 
would  have  to  he  changed  to  provide  for  the  additional  printing  which  would 
lu*  required  next  year.  The  Bureau’s  total  printing  budget  of  $25,200  is  a modest 
one,  and  it  would  not  permit  the  publication  of  additional  reports  next  year. 

Savings  could  not  be  effected  in  other  nonpersonal  service  costs  which  are 
either  mandatory  (such  as  retirement  contributions,  taxes,  etc.)  or  are  too 
small  to  provide  for  the  potential  deficit. 


Fiscal  year  1959 — Budgeted  positions  versus  full-time  employment 


Bureau 

Budgeted 

positions 

July 

Aug- 

ust 

Sep- 

tember 

Octo- 

ber 

Novem- 

ber 

Decem- 

ber 

Janu- 

uary 

Feb- 

ruary 

Office  of  the  Secretary. 

187 

185 

184 

185 

185 

183 

182 

184 

185 

Office  of  the  Solicitor 

329 

313 

313 

312 

312 

318 

321 

319 

322 

Bureau  of  Lubor  Standards 

271 

112 

110 

107 

110 

114 

119 

136 

141 

Bureau  of  Veterans’  Reem- 

ployment  Bights . 

64 

65 

64 

65 

65 

65 

65 

62 

60 

Bureau  of  Apprenticeship  and 

Training  

498 

481 

484 

481 

484 

481 

483 

484 

482 

Bureau  of  Employment  Se- 

curity  . 

841 

776 

850 

850 

851 

801 

800 

804 

806 

Mexican  Farm  Labor  Pro- 

gram  ...  ..  ... 

319 

319 

315 

319 

319 

319 

306 

309 

307 

Bureau  of  Employees’  Com- 

pensation 

Employees’  Compensation 

466 

470 

469 

467 

458 

454 

450 

450 

445 

Appeals  Board 

11 

10 

10 

10 

10 

10 

10 

10 

10 

Bureau  of  Labor  Statistics 

958 

967 

954 

950 

936 

935 

928 

930 

920 

Women’s  Bureau 

61 

60 

59 

59 

59 

59 

58 

56 

56 

Wage  and  Hour  and  Public 

Contracts  Division 

1, 358 

1,371 

1,  364 

1,349 

1,347 

1,347 

1,331 

1,327 

1,326 

Total 

5, 363 

5,129 

5, 176 

5, 154 

5, 136 

5, 086 

5, 053 

5, 071 

6,060 

Statement  showing  status  of  financial  operations  by  appropriations,  fiscal  year  19o9 
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General  Statement 

Senator  1 1 ill.  All  right,  Mr.  Dodson,  proceed. 

Mr.  Dodson.  The  enacted  increased  pay  cost  to  the  Department  of 
Labor  is  $3,480,100.  Of  this  amount,  we  are  absorbing  $113,000  by 
administrative  action.  This  leaves  a total  of  $3,355,100,  of  which 
$3,221,000  requires  direct  appropriation  and  $134,100  to  be  derived  by 
transfer  from  trust  funds. 

The  House  allowed  $3,019,590,  of  which  $120,690  was  to  be  derived 
by  transfer  from  trust  funds.  This  results  in  a 10  percent  reduction. 
We  are  requesting  the  Senate  to  restore  $335,100,  of  which  $13,000 
would  be  derived  by  transfer  from  trust  funds  and  the  balance  of 
$322,100  by  direct  appropriation. 

EFFECT  OF  10  PERCENT  REDUCTION 

A 10  percent  reduction  in  an  appropriation  when  it  is  made  in  the 
fourth  quarter  is,  in  effect,  a 40  percent  reduction. 

In  general,  personal  service  costs  amount  to  about  80  percent  and 
non  personal  service  costs  average  20  percent  of  total  salary  and  ex- 
pense appropriations.  So,  any  kind  of  appreciable  reduction  would 
ordinarily  have  to  be  largely  applied  to  personal  service  costs. 

Section  9(b),  Public  Law  85-462,  strongly  indicates  that  it  was 
not  congressional  intent  to  require  any  absorption  of  authorized  pay 
increases  either  by  separation  from  service  or  by  ordering  leave  with- 
out pay. 

Actually,  it  would  not  be  possible,  at  this  late  date  in  the  year,  to 
effect  any  dollar  savings  through  reduction  in  force.  In  the  fourth 
quarter  there  remain  65  days  for  which  employees  would  draw  pay. 
It  is  the  policy  to  give  30  calendar  days’  notice  under  termination 
proceedings.  Average  accrued  terminal  leave  per  employee  is  30  days. 
It  would  take  10  to  15  days  to  develop  retention  registers  and  issue 
notices  of  termination.  This  adds  up  to  an  average  of  more  days  of 
pay  that  a terminated  employee  would  draw  than  if  he  actually  re- 
mained on  the  payroll  for  the  entire  fourth  quarter. 

If  leave  without  pay  was  resorted  to,  it  would  require  that  each 
employee  be  on  leave  without  pay  for  an  average  of  2 or  3 days  some 
time  during  the  fourth  quarter.  It  does  not  seem  equitable,  nor  was 
it  the  intent  of  Congress  when  it  passed  legislation  increasing  salaries, 
to  require  employees  to  contribute  toward  their  pay  increase  through 
loss  of  pay. 

This  leaves  the  area  of  nonpersonal  service  costs  as  perhaps  the  only 
remaining  source  of  curtailment  to  absorb  the  House  reduction.  Sqch 
items  as  rents,  communication,  retirement  are  fixed  items  of  expense 
and  are  irreducible.  In  salary  and  expense  appropriations  there 
remain  travel  expenses  and  printing  costs  as  the  only  avenue  of 
retrenchment. 


CURTAILMENT  OF  OPERATIONS 

We  have  carefully  reviewed  the  program  commitments  for  the 
fourth  quarter  with  respect  to  both  travel  and  printing.  The  effect 
of  curtailment,  or  postponement,  of  operations  in  either  area  is  docu- 
mented for  each  appropriation  in  the  attached  material.  Shown 
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below,  are  some  examples  of  the  effect  of  this  kind  of  curtailment  at 
this  time  of  the  year : 

(1)  Postponement  or  dismissal  of  pending  court  cases  under  the 
Fair  Labor  Standards  Act  resulting  in  adverse  effect  on  wage  earners. 

(2)  Delay  in  securing  reemployment  rights  for  veterans  seeking 
to  return  to  prior  employment. 

(3)  Jeopardize  relations  with  the  Mexican  Government  since  we 
would  be  forced  to  curtail  investigations  of  complaints  about  housing, 
wages,  and  so  forth,  and  immeasurably  slow  down  or  postpone  recruit- 
ment of  Mexican  workers  with  a resulting  increase  in  expense  to 
American  growers. 

(4)  Delay  in  payment  of  authorized  compensation  benefit  payments 
to  those  covered  under  the  Federal  Employees  Compensation  Act. 

(5)  Curtail  collection  of  such  vital  statistics  as  price  data  for  the 
Consumer  Price  Index. 

(6)  Adversely  effect  the  collection  of  back  wages  due  workers  under 
the  Fair  Labor  Standards  Act. 

For  these  reasons  the  Department  is  requesting  that  the  Senate 
restore  the  full  amount  of  the  House  reduction  for  added  costs  au- 
thorized by  the  last  session  of  Congress. 

That  completes  my  statement,  Mr.  Chairman. 

Senator  Hill.  What  you  have  told  us,  Mr.  Dodson,  is  that  we  could 
not  save  any  money  insofar  as  personnel  is  concerned;  is  that  right? 

Mr.  Dodson.  That  is  right. 

Senator  Hill.  And  the  only  way  any  money  might  possibly  be 
saved  would  be  through  these  items  of  travel  and  printing  and  if 
you  did  that  you  would  then  have  negated  the  services  that  you  are 
carrying  on ; is  that  right  ? 

Mr.  Dodson.  Yes,  sir.  It  would  be  a bad  investment. 

Senator  Hill.  And  even  if  this  action  were  sustained  this  year  it 
would  have  to  be  recaptured  to  the  extent  possible  next  year  and  that 
would  cost  more  money  to  perform  these  services  next  year  than  this 
year ; would  it  not  ? 

Mr.  Dodson.  That  is  right,  sir. 

Senator  Hill.  Are  there  any  questions  ? 

REASON  FOR  HOUSE  ACTION 

Senator  Dworshak.  I would  like  to  ask  Mr.  Dodson  how  the  House 
justified  fhis  if  this  presentation  were  made  to  the  committee  over 
there.  Did  you  present  these  facts  when  you  appeared  before  that 
group  ? 

Mr.  Dodson.  The  House  Appropriations  Committee  did  not  hold 
hearings  on  the  pay  increase  items  contained  in  title  2 of  the  bill. 

Senator  Dworshak.  You  do  not  know  why  the  House  made  this 
move  so  that  absorption  could  be  made  ? Is  that  essentially  what  they 
stipulated  ? 

Mr.  Dodson.  Of  course,  Senator,  they  made  a similar  reduction  in 
most  agencies  of  the  Government. 

Senator  Hill,  Is  it  not  true,  too,  that  a number  of  the  other  de- 
partments of  the  Government  in  supplemental  bills  such  as  these,  the 
funds  we  are  now  considering  did  not  receive  any  cuts? 

Mr.  Dodson.  There  were  three  agencies  of  the  Government  that  I 
recall  that  did  not  get  any  cuts. 
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Senator  Hill.  They  received  no  cuts  ? 

Mr.  Dodson.  That  is  right.  They  are  State,  Justice,  and,  Health, 
Education,  and  Welfare. 

Senator  Hill.  Should  there  be  any  difference  in  what  you  would  get 
and  what  they  would  get  as  a matter  of  principle  ? 

M r.  Dodson.  I have  no  basis  to  rationalize  the  action  of  the  House 
with  regard  to  that  action. 

Bureau  oe  Employment  Security 
Temporary  Unemployment  Compensation 

Senator  Hill.  The  committee  has  just  received  today  a supplemen- 
tal estimate  for  “Temporary  unemployment  compensation,”  Bureau  of 
Employment  Security,  Department  of  Labor,  which  proposes  the  ex- 
tension of  the  period  of  availability  of  the  appropriation  made  for 
this  purpose  in  Public  Law  85-457,  approved  June  13,  1958,  from 
April  30  to  September  30, 1959. 

The  justification  for  this  item  will  be  inserted  in  the  hearings  and 
Mr.  Dodson,  the  Administrative  Assistant  Secretary,  will  summarize 
it  for  us. 

(The  justification  referred  to  follows :) 

Supplemental  Estimate 

“ The  appropriation  granted  under  this  head  in  chapter  II  of  the  Act  of  June 
13,  195S  ( Public  Law  85-457),  shall  remain  available  until  September  30,  1959, 
for  carrying  into  effect  the  provisions  of  the  Temporary  Unemployment  Com- 
pensation Act  of  1958,  as  amended .” 

Public  Law  85-457  provided  an  appropriation  of  $665,700,009  for  the  cost  of  the 
Temporary  Unemployment  Compensation  Act  of  1958,  enacted  June  4,  1958. 
Public  Law  86-7,  enacted  March  31,  1959,  extended  the  temporary  unemployment 
compensation  program  until  June  30,  1959,  for  individuals  whose  eligibility  for 
benefits  was  established  prior  to  April  1,  1959.  The  present  appropriation  is 
adequate  to  provide  funds  for  this  extension  but, expires  on  April  30,  1959.  This 
proposed  provision  is  to  extend  the  period  of  availability  of  the  existing  appro- 
priation until  September  30,  1959.  While  benefits  will  not  be  paid  for  weeks  of 
unemployment  commencing  after  June  30,  1959,  funds  will  be  required  after  that 
date  for  proper  liquidation  of  the  program. 

Explanation  of  Language  Change 

The  extension  of  the  Temporary  Unemployment  Compensation  Act  to  June  30, 
1959,  will  require  considerable  work  after  that  date  to  terminate  the  program. 
An  outline  of  the  work  to  be  performed  by  the  States  and  by  the  Bureau  is  as 
follows : 

A.  States 

1.  Continuation  and  completion  of  work  necessary  for  all  claims  filed  within 
the  statutory  period. 

2.  Liquidation  of  the  program  including  such  activities  as  analyzing  and  sum- 
marizing data,  making  reports  on  the  program,  storage  and  disposition  of  rec- 
ords, etc. 

B.  Federal 

1.  Reviewing  cases  in  appeal  that  are  not  decided  until  after  June  30,  1959, 
and  interceding  with  States  on  such  decisions. 

2.  Intercede  with  States  to  insure  that  all  pending  TUC  claims  are  properly 
disposed  of  in  accordance  with  the  law. 

3.  Interceding  with  States  to  insure  that  action  is  taken  to  collect  overpay- 
ments, and  that  adequate  investigation  and  prosecution  activities  are  carried 
on  with  respect  to  fraudulent  overpayments. 
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4.  Following  up  with  States  on  evaluations  to  insure  that  recommendations 
in  the  evaluations,  particularly  with  reference  to  payment  of  TUC  when  State 
or  other  Federal  benefits  were  available.  This  is  for  the  purpose  of  insuring 
that  any  improper  payments  are  adjusted  and  proper  TUC  benefits  reported. 

5.  Directing  and  interceding  with  States  in  the  proper  disposition  of  records. 

6.  Closing  out  benefit  and  administrative  accounts  of  the  States  and  returning 
unused  funds  to  the  U.S.  Treasury. 

7.  Certifying  to  the  U.  S.  Treasury  the  total  TUC  costs  by  States  to  serve  as 
a basis  for  increasing  the  tax  on  employers  in  such  States  in  the  event  these  costs 
are  not  repaid  by  the  States  by  1963. 

8.  Analyzing  and  summarizing  State  reported  TUC  data  and  making  reports 
on  the  operation  of  the  TUC  program. 


Explanation  of  cost  estimates 


Appropria- 

tion 

Estimated 
obligation 
under  cur- 
rent law 

Estimated 
obligation 
under  pro- 
posed law 

Total 

estimated 

obligation 

Benefit  payments.  ..  _ 

$640,  000,  000 
25, 100,  000 
600,  000 

$456,  500,  000 
12,  014,  686 
330,  800 

$75,  000,  000 
2,  750,  000 
150,  000 

$531,  500,  000 
14,  764,  686 
480,  800 

State  administrative  cost...  

Federal  administrative  cost. 

Total 

665,  700,  000 

468,  845,  486 

77,  900,  000 

546,  745,  486 

Benefit  costs 

Based  on  experience  through  January  1959,  it  is  estimated  that  on  April  1, 1959, 
about  753,000  persons  will  have  filed  at  least  their  first  claim  under  the  Tem- 
porary Unemployment  Compensation  Act  of  1958,  will  not  yet  have  exhausted 
their  benefit  rights,  and  will  be  potentially  eligible  for  benefits  in  the  April-June 
quarter.  Of  this  number,  it  is  estimated  that  265,000  will  be  in  compensable 
status  on  April  1,  1959,  an  additional  140,000  will  be  in  compensable  status 
some  time  before  July  1,  1959,  and  348,000  will  receive  no  benefit  payments  during 
the  quarter. 

The  405,000  estimated  beneficiaries  are  expected  to  draw  benefits  an  average 
of  6 weeks  in  the  April-June  quarter.  Through  the  end  of  January  benefit  pay- 
ments were  made  for  an  average  of  9 weeks  per  beneficiary.  However,  since 
some  of  the  beneficiaries  will  have  received  some  of  their  benefits  prior  to  the 
1st  of  April,  it  can  be  expected  that  the  average  duration  of  benefit  payments 
in  the  April-June  quarter  will  be  shorter  than  the  experience  in  the  program 
to  date. 

The  average  benefit  payment  is  estimated  at  $31  per  week.  This  is  based  on 
experience  in  the  program  through  the  end  of  January. 

Thus,  the  405,000  beneficiaries,  drawing  benefits  an  average  of  6 weeks  at  $31 
per  week,  will  receive  about  $75  million  in  unemployment  compensation. 

Administrative  costs 

State  administrative  costs  are  estimated  at  $1,750,000  through  June  30.  This 
is  based  on  the  estimate  that  benefits  will  be  claimed  for  2,480,000  weeks  in  the 
April-June  quarter  at  an  average  cost  of  about  71  cents  per  week.  The  cost 
factor  is  based  on  experience  in  the  program  through  the  end  of  December  (68 
cents)  ; it  takes  into  account  the  fact  that  the  average  State  salary  rate  is  slowly 
rising. 

Continuation  of  State  administrative  costs  after  July  1 is  estimated  at  $1 
million.  This  is  for  continuation  of  the  work  necessary  to  complete  disposition 
of  all  claims  filed  within  the  extended  statutory  period,  and  for  liquidation  of 
the  program  including  such  activities  as  analyzing  and  summarizing  data,  mak- 
ing reports  on  the  program,  storage  and  disposition  of  records,  etc. 

Federal  administrative  costs  are  estimated  at  $150,000.  This  includes  $75,000 
for  continuing  full-scale  operations  through  June  30  and  $75,000  for  activities 
necessary  after  July  1 to  assure  proper  disposition  of  all  claims  remaining  un- 
settled as  of  that  date  and  termination  requirements.  See  explanation  of  lan- 
guage change  for  a description  of  termination  requirements.  There  is  con- 
templated a gradual  reduction  in  the  staff  assigned  to  this  program  to  take  place 
during  the  months  of  July,  August  and  September. 
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EXTENSION  OF  AVAILABILITY  OF  FUNDS 

Mr.  Dodson.  Sir,  I have  a very  brief  statement. 

1 his  request  does  not  involve  the  appropriation  of  any  additional 
binds  but  extends  the  availability  of  unexpended  funds  to  September 
do,  1959.  Public  Law  85-457  provides  an  appropriation  of  $665,- 
700,000  for  the  cost  of  the  Temporary  Unemployment  Compensation 
Act  of  1958,  enacted  June  4,  1958.  Public  Law  86-7,  enacted  March 
dl,  1959,  extended  the  temporary  unemployment  compensation  pro- 
gram until  June  30,  1959,  for  individuals  whose  eligibility  for  benefits 
was  established  prior  to  April  1,  1959.  The  present  appropriation 
is  adequate  to  provide  funds  for  this  extension  but  expires  on  April  30, 
1959.  This  proposed  provision  is  to  extend  the  period  of  availability 
of  the  existing  appropriations  until  September  30,  1959.  While  bene- 
fits will  not  be  paid  for  weeks  of  unemployment  commencing  after 
June  30, 1959,  funds  will  be  required  after  that  date  for  proper  liquida- 
tion of  the  program. 

Further  detail  has  been  included  in  the  justification  supplied  the 
committee  concerning  the  operations  and  status  of  this  appropriation. 

Senator  Hill.  This  is  the  estimate  to  take  care  of  the  additional  ex- 
penses that  occurred  under  the  act  which  Congress  passed  just  before 
the  Easter  recess,  is  it  not? 

Mr.  Dodson.  That  is  correct. 

Senator  Hum.  That  is  for  temporary  unemployment  compensation. 

Mr.  Dodson.  Yes,  sir. 

Senator  Hill.  Are  there  any  questions? 

Senator  Dworshak.  I have  no  questions. 

Senator  Hill.  Thank  you  very  much,  Mr.  Dodson. 

Unemployment  Compensation  foe  Veterans  and  Federal  Employees 

We  had  a supplemental  estimate  in  the  amount  of  $41,200,000  for 
unemployment  compensation  for  veterans  and  Federal  employees,  but 
the  House  allowed  only  $40  million,  a reduction  of  $1,200,000. 

The  committee  has  received  a letter  from  the  Department  indicating 
that  more  recent  experience  indicates  that  the  House  allowance  will 
be  adequate,  and  is  therefore  not  seeking  restoration  of  the  House  cut. 

We  will  insert  the  letter  and  certain  portions  of  the  justifications  in 
the  hearings  at  this  point. 

(The  material  referred  to  follows:) 

Department  of  Labor 
Office  of  the  Under  Secretary, 

Washington,  D.G.,  April  6,  1959. 

Hon.  Carl  Hayden, 

U.S.  Senate,  Washington,  D.G. 

Dear  Senator  Hayden  : Attached  hereto  is  the  Department  of  Labor  estimate 
for  sunplemental  funds  for  the  Bureau  of  Employment  Security  to  cover  the 
cost  of  benefit  payments  to  ex-servicemen  authorized  by  Public  Law  85-848. 
H.R.  5916  as  passed  by  the  House  allows  $40  million  of  the  $41,200,000  re- 
quested. More  recent  experience,  than  was  available  when  the  estimate  was 
constructed,  indicates  that  the  House  allowance  will  be  adequate. 

Sincerely  yours, 

James  T.  O’Connell, 

Under  Secretary  of  Labor. 
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DEPARTMENT  OF  LABOR 


Unemployment  compensation  for  veterans  and  Federal  employees , Bureau  of 

Employment  Security 


1959  appropriation $120,  800,  COO 

Carryover  from  1959 4,  097, 132 


Total  available 124,  897, 132 

Actual  State  expenditures  through  Feb.  28 96,  620,  689 


Unobligated  balance  available  Mar.  1 28,  276,  443 

Estimated  State  expenditures  for  March 17, 100,000 


Unobligated  balance  available  Apr.  1 


Estimate  for  April $16,  800,  000 

Estimate  for  May 15,  800,  000 

Estimate  for  June 14,  700,  000 

Working  capital 3,  876,  443 


11, 176,  443 


51, 176,  443 


Additional  amount  requested 


40,  000,  000 


EXPLANATION  OF  LANGUAGE 

The  additional  funds  are  needed  for  unemployment  compensation  payments 
to  unemployed  ex-servicemen.  The  payments  were  authorized  by  the  last  Con- 
gress (Public  Law  848  approved  Aug.  28,  1958)  and  were  first  made  early  in 
November  1958. 

The  Congress  has  not  yet  appropriated  funds  specifically  for  this  program. 
In  order  to  provide  interim  financing  of  these  additional  benefit  costs,  the  Con- 
gress in  the  Independent  Offices  Appropriation  Act,  1959,  provided  for  the 
meTger  of  the  appropriations,  “Unemployment  compensation  for  veterans”  and 
“Unemployment  compensation  for  Federal  employees.” 

Amounts  available  for  obligation 


Enacted  appropriation,  1959 $120,  800,  000 

Revised  estimate  for  new  program  legislation,  benefit  payments  au- 
thorized bv  the  Ex-Servicemen’s  Unemployment  Compensation 
Act  of  1958,  Public  Law  85-848 41,200,000 


Revised  estimate 162,  000,  000 


Oblif/ation $ by  activity 


Description 

1939  enacted 
ippropriatior 

1959  revised 
estimate 

'upnlementa' 

estimate 

House 

allowance 

1.  Unemnloyment  compensation  for  Fedei'al 

emplovees  . . . 

2.  unemployment  compensation  for  ex-service- 

men 

$64, 100, 000 

$63, 000, 000 

55. 000.  000 

44. 000.  000 

-$1, 100. 000 

+55,  000, 000 
-12.  700.  000 

— $2,  300.  000 

+55,  000,  000 
-12,700,  000 

3.  Unemployment  compensation  for  veterans . _ 
Total  direct  oblieations  . 

36.  700. 000 

120,  800,  000 

162,  000,  000 

+41,  200,  000 

+40,  000,  000 

Bureau  of  Employment  Security 
Obligations  by  objects 


1959  enacted 
appropriation 

1959  revised 
estimate 

Supplemental 

estimate 

House  allow- 
ance 

11  Grants,  subsidies,  and  contributions.- 

$120, 800, 000 

$162, 000, 000 

+$41, 200, 000 

$40, 000. 000 
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Summary  of  changes 


Requested 

House 

allowance 

Enacted  appropriation 

$120,  800, 000 

$120, 800, 000 

Revised  estimate  for  fiscal  year  1959 

162, 000, 000 

160, 800, 000 

Change 

+41,  200, 000 
-12,  700,  000 

+40, 000. 000 
-12,700, 000 

rnemploy ment  compensation  for  Korean  veterans  

Improved  economic  conditions  in  1959  are  expected  to  reduce  by 
about  10,600  the  number  of  new  claims  filed  by  unemployed  Korean 
veterans,  and  to  reduce  slightly  the  average  number  of  weeks  of 
unemployment  claimed.  In  addition,  about  16,100  Korean  veterans 
are  expected  to  file  claims  under  the  new  ex-servicemen’s  program 
instead  of  the  Korean  veterans’  program.  The  percentage  of  weeks 
compensated  has  been  reduced  from  95  to  92  percent  based  on  1958 
experience. 

Unemployment  compensation  for  Federal  emplovees 

-1, 100,  000 

-2,300,000 

Eased  on  1958  experience  the  estimate  of  initial  claims  has  been 
decreased  from  210,000  to  202,000,  and  the  percentage  of  weeks  com- 
pensated has  been  raised  from  92.5  to  94.5  percent. 

Unem  ploy  ment  compensation  payments  to  ex-servicemen  under  the  new 
program  enacted  on  Aug.  28,  1958  (Public  Law  85-848) 

+55,  000,  000 

+55, 000, 000 

Net  change 

+41,  200,  000 

+40, 000, 000 

EFFECT  OF  HOUSE  ACTION 

In  the  unemployment  compensation  program  for  Federal  civilian  employees 
it  has  been  estimated  that  there  will  be  an  average  of  40,400  benefit  payments 
per  week.  The  effect  of  the  House  action  will  be  to  reduce  this  number  to  an 
average  of  39,600  benefit  payments  per  week.  Recent  experience  indicates  that 
the  House  allowance  will  be  adequate. 

Revised  Budget  Request  for  Unemployment  Compensation  for  Veterans  and 

Federal  Employees 

general  statement 

Public  Law  848  of  the  85th  Congress,  approved  August  28,  1958,  amended, 
title  XV  of  the  Social  Security  Act.  This  law  provided  for  a new  permanent 
program  of  unemployment  compensation  for  ex-servicemen  similar  to  the  cur- 
rent program  of  unemployment  compensation  for  civilian  employees  of  the  Fed- 
eral Government.  To  provide  initial  funds  for  the  new  program,  appropria- 
tions already  enacted  for  the  current  fiscal  year  for  unemployment  compensa- 
tion for  veterans  and  unemployment  compensation  for  Federal  employees  were 
merged  into  a single  appropriation  account  by  an  amendment  to  the  Inde- 
pendent Offices  Appropriation  Act  (Public  Law  844,  85th  Cong.,  approved 
Aug.  28,  1958).  This  amendment  provided  for  the  use  of  available  funds  to 
finance  the  new  program  until  the  Congress  could  act  on  a supplemental  request. 

For  1959  the  Congress  appropriated  $56.7  million  for  the  unemployment  com- 
pensation for  veterans  program  and  $64.1  million  for  the  unemployment  com- 
pensation for  Federal  employees  program  for  a total  of  $120.8  million.  Based 
on  recent  experience,  it  is  now  estimated  that  only  $44  million  will  be  required 
for  the  unemployment  compensation  for  veterans  benefits  and  $63  million  for 
the  unemployment  compensation  for  Federal  employees  benefits,  a reduction  of 
$13.8  million  which  is  available  for  the  new  program. 

It  is  estimated  that  $55  million  will  be  required  to  pay  benefits  under  the 
new  program.  However,  since  $13.8  million  is  available  from  currently  appro- 
priated funds  only  $41.2  million  in  additional  funds  is  needed  for  1959. 

Under  the  new  program  benefits  are  paid  eligible  ex-servicemen  on  the  basis 
of  cash  and  equivalent  wages  earned  while  serving  in  the  Armed  Forces  in 
accordance  with  the  terms  and  conditions  of  the  applicable  State  unemploy- 
ment insurance  law.  These  benefits  are  paid  by  State  employment  security 
agencies  under  agreement  with  the  Secretary  of  Labor. 

Ex-servicemen  who  entered  the  Armed  Forces  after  January  31,  1955  (also 
those  with  earlier  service  whose  latest  separation  from  active  duty  occurs  after 
October  27,  1958)  are  eligible  for  benefits  if  they  meet  the  requirements  of  the 
applicable  State  unemployment  insurance  law.  The  law  also  specifies  that  the 
ex-serviceman  must  have  served  for  at  least  90  continuous  days  and  be  separated 
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for  reasons  other  than  for  bad  conduct  or  under  conditions  other  than  dishon- 
orable in  order  to  be  eligible  for  unemployment  compensation. 

Ex-servicemen  whose  periods  of  service  include  service  covered  by  the  unem- 
ployment compensation  provisions  of  the  Veterans’  Readjustment  Assistance  Act 
of  1952  (periods  of  service  entered  into  prior  to  February  1,  1955)  but  are  sepa- 
rated after  October  27,  1958,  are  eligible  for  unemployment  compensation  under 
the  new  program  of  unemployment  compensation  for  ex-servicemen.  However, 
ex-servicemen  who  were  separated  prior  to  October  28,  1958,  and  who  were  eligi- 
ble and  filed  a claim  for  unemployment  compensation  under  the  provisions  of  the 
Veterans’  Readjustment  Assistance  Act  of  1952  will  continue  to  draw  benefits 
undf^r  that  law. 

This  program  is  administered  in  substantially  the  same  manner  as  the  unem- 
ployment compensation  program  for  Federal  civilian  employees.  The  latter  pro- 
gram is  also  administered  by  the  States  under  agreements  with  the  Federal  Gov- 
ernment. A claim  by  an  ex-serviceman  is  processed  under  the  unemployment 
insurance  law  of  the  State  in  which  he  first  files  his  claim  after  his  most  recent 
release  from  active  service.  The  amount  of  wages  upon  which  an  ex-serviceman’s 
benefits  are  computed,  are  determined  by  the  State  from  schedules  issued  by  the 
Secretary  of  Labor  specifying  the  remuneration  for  each  pay  grade.  Such  wages 
reflect  representative  amounts  for  appropriate  elements  of  military  pay  whether 
in  cash  or  in  kind.  Duplication  of  benefits  is  prevented  by  the  law  by  prohibiting 
payments  of  any  period  covered  by  mustering-out  pay  or  other  terminal  leave 
payments,  or  by  an  education,  training  or  subsistence  allowance. 

Salaries  and  Expenses,  Bureau  of  Employment  Security 

Senator  Hill.  We  had  a supplemental  estimate  in  the  amount  of 
$630,500  for  “Salaries  and  expenses,  Bureau  of  Employment  Secu- 
rity,’’  of  which  $577,000  was  for  increased  pay  costs,  and  $53,500  was 
for  the  additional  administrative  costs  attributable  to  the  recently 
enacted  legislation  providing  a permanent  program  of  unemployment 
compensation  benefits  for  ex-servicemen. 

The  House  allowed  the  full  amount  sought  for  the  administrative 
costs  of  the  Ex-Servicemen’s  Unemployment  Compensation  Act  of 
1958,  but  reduced  by  10  percent  the  funds  sought  for  the  increased 
pay  costs.  We  will  insert  in  the  hearings  the  material  presented  to 
the  committee  in  support  of  the  Department  request  for  restoration. 
Mr.  Dodson  has  already  testified  in  behalf  of  other  items  appearing  in 
title  II  of  the  bill  for  increased  pay  costs  and  his  comments  with  re- 
spect to  those  items  are  equally  applicable  to  this  item. 

(The  material  referred  to  follows:) 

Department  of  Labor, 

Office  of  the  Under  Secretary, 

Washington , D.G.,  April  6, 1959. 

Hon.  Carl  Hayden, 

U.S.  Senate , Washington,  D.C. 

Dear  Senator  Hayden  : Attached  hereto  is  the  Department  of  Labor  estimate 
for  supplemental  funds  to  cover  increased  pay  costs  authorized  by  Public  Law 
85-462  and  for  costs  of  administering  the  ex-servicemen  benefit  payment  program 
authorized  by  Public  Law  85-848.  The  House  allowed  the  full  amount  of  $53,500 
for  administration  of  the  ex-servicemen  program. 

However,  with  respect  to  pay  increase  costs,  the  House  disallowed  $57,700  of 
the  $577,000  requested  for  this  purpose.  The  attached  material  explains  in 
detail  what  actions  we  will  have  to  take  if  this  reduction  must  be  absorbed.  In  a 
separate  letter  on  pay  increase  costs  I have  commented  on  the  effects  of  this 
action  as  it  applies  to  all  “Salary  and  expense”  appropriations.  Specifically,  in 
this  activity,  travel  expenses  would  have  to  be  reduced.  Among  other  effects, 
this  would  seriously  impair  our  efforts  to  (a)  achieve  basic  improvements  in 
State  unemployment  insurance  programs  while  State  legislatures  are  in  session, 
(&)  assist  the  States  of  Pennsylvania,  Louisiana,  Delaware,  Indiana,  Maryland, 
and  Kentucky  in  evaluating  the  actuarial  soundness  of  their  reserves  for  benefit 
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payments,  and  (r)  attain  more  placements  of  older  workers,  physically  hand! 
capped  workers,  and  domestic  migrants. 

It  is  requested  that  the  reduction  of  $57,700  be  restored  by  the  Senate. 
Sincerely  yours, 

James  J.  O’Connell, 

Under  Secretary  of  Labor. 

Amounts  available  for  obligation 


Enacted  appropriation,  1959 $6,519,  000 

Revised  estimate  for — 

Pay  act  costs  authorized  by  Public  Law  85-462 577,  000 

New  program  legislation — Federal  administration  of  Ex-Service- 
men’s Unemployment  Compensation  Act  of  1958  authorized  by 
Public  Law  85-848 53,  500 


Revised  estimate 7, 149,  500 


Obligations  by  activities 


Description 

1959  enacted 
appropriation 

1959  revised 
estimate 

Supplemental 

estimate 

House 

allowance 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

1.  Veterans  placement  service 

2.  Farm  t lacement  service _ . 

3.  Collection  and  interpretation  of 

labor  market  information.  _ _ _ 

4.  Assistance  in  maintaining  public 

emi  loyment  services  ..  --  

5.  Unemployment  insurance  service. 

6.  Field  guidance,  financing  and 

auditing  of  State  operations 

7.  Executive  direction  and  manage- 

ment. ...  

141 

30 

102 

111 

117 

241 

24 

65 

$1, 145, 800 

257. 100 

743, 300 

851. 100 
878,  700 

2.  086,  000 

212,  200 
344,  800 

141 

30 

104 

111 

125 

241 

24 

65 

$1,  246, 400 
278,  600 

815,  600 

928, 600 

1,  003,  800 

2,  269,  000 

230, 400 
377, 100 

+2 

+8 

+$100, 600 
+21,  500 

+72,  300 

+77,  500 
+125, 100 

+183,000 

+18,  200 
+ 32,  300 

+2 

+3 

+$90,  540 
+19, 360 

+65,800 

+69, 700 
+117,200 

+164,  700 

+16,  400 
+29, 100 

8.  Central  administrative  services. 
Total  direct  obligations 

831 

6,  519, 000 

841 

7, 149,  500 

+10 

+630,  500 

+10 

+572,  800 

Bureau  of  Employment  Security 
Obligations  by  objects 


1959  enacted 
appropriation 

1959  revised 
estimate 

Supplemental 

estimate 

House  allow- 
ance 

Total  number  of  permanent  positions ... 

831 

841 

+10 

+10 

A verage  number  of  all  employees 

795 

801 

+6 

+6 

01  Personal  services  . . . ..  . ... 

$5, 302, 600 

$5,  878,  300 

+$575,  700 

+$569, 700 

02  Travel 

432,  500 

443,  300 

+10,  800 

—40, 900 

03  Transportation  of  things. _ . ...  . ...  .. 

9,700 

9,  700 

None 

None 

04  Communication  services. . ..  . 

125, 000 

125,  500 

+500 

+500 

05  Rents  and  utility  services . _ 

900 

900 

None 

None 

06  Printing  and  reproduction  . ..  ..  . 

142,  200 

144,  200 

+2, 000 

+2, 000 

07  Other  contractual  services.  . 

48,  200 

48, 300 

+100 

+100 

Services  performed  bv  other  agencies 

56, 600 

61,  700 

+5, 100 

+5, 100 

08  Supplies  and  materials ...... 

47, 100 

47,  600 

+500 

; +500 

09  Equipment ...  . . . . . . 

17, 000 

17, 000 

None 

None 

11  Grants,  subsidies,  and  contributions 

335,  400 

371,  200 

+35, 800 

* +35,800 

15-  Taxes  and  assessments.  ... 

1,800 

1,800 

None 

None 

Total  direct  obligations  

6,  519, 000 

7, 149,  500 

+630,  500 

+572, 800 
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Sum mari/  of  changes 


Requested 

House 
allowance ' 

Enacted  appropriation  - ..  - - - - 

$6.  519, 000 

$6,  519, 000 
7, 091, 800 

Revised  estimate  for  fiscal  year  1959  ..  

7, 149,  500 

Supplemental  estimate  - - - --  - 

-f-630,  500 
4-577. 000 

+572,  800 
+519,  300 

+53,  500 

Mandatory  items-  For  increased  pav  costs  under  Public  Law  85-462 

Program  increase  items:  For  10  new 'positions  to  finance  Federal  administra- 
tion of  Ex-Servicemen’s  Unemployment  Compensation  Act  of  1958  author- 
ized by  Public  Law  85—848  - . - - 

+53,  500 

Effect  of  House  Action 

In  order  to  run  a reduction  in  force,  it  would  be  necessary  to  establish  a 
retention  register.  This  would  take  at  least  10  days.  In  addition,  employees 
are  entitled  to  a 30-day  notice  together  with  their  lump-sum  payment  for 
accumulated  leave.  The  average  accumulated  annual  leave  on  March  1 was 
38  days.  There  are  only  65  workdays  left  in  the  last  quarter  of  this  fiscal 
year.  Each  employee  separated  could  cost  more  than  to  retain  him  on  the 
rolls  for  the  balance  of  the  fiscal  year. 

If  a nonpay  furlough  was  resorted  to  it  would  require  placing  all  809  employees 
in  a nonpay  status  for  2.5  days  to  make  up  the  deficit. 

The  only  other  alternative  would  be  to  practically  eliminate  travel  for  the 
equivalent  of  2 months.  However,  this  would  mean  that  during  this  period 
practically  no  contacts  could  be  made  with  the  State  agencies  by  the  national 
and  regional  office  staffs  to  evaluate  State  operations  in  connection  with  their 
1960  financial  requirements.  Technical  advice  to  three  State  agencies  on 
installation  of  electronic  data  processing  equipment  could  not  be  furnished. 
These  three  States  have  made  tentative  commitments  to  obtain  this  equipment 
but  Bureau  review  of  the  feasibility  of  the  equipment  and  advice  on  program- 
ing procedures  is  basic  before  firm  orders  can  be  negotiated. 

Most  State  legislatures  are  meeting  this  year  and  almost  all  unemployment 
insurance  legislative  proposals  are  under  consideration.  Field  work  is  required 
to  assist  State  agencies  in  presenting  their  proposals.  This  fieldwork  will  have 
to  be  curtailed,  if  not  completely  canceled  under  this  reduction.  This  is  of 
extreme  importance  because  these  State  legislatures,  in  the  main,  will  not  meet 
again  until  1961.  Also  many  States  are  concerned  about  the  actuarial  sound- 
ness of  their  reserves  for  benefit  payments.  S:'x  States  will  need  field  assistance 
with  their  solvency  studies.  These  trips  will  have  to  be  canceled.  We  would 
have  to  postpone  our  intensified  efforts  to  improve  the  State  employment  service 
operation  necessary  to  attain  more  placement  of  workers,  especially  in  the  field 
of  older  workers,  physically  handicapped,  youth,  and  domestic  migratory  farm- 
workers. We  would  also  have  to  stop  field  audits  of  granted  funds  currently  in 
process,  postponing  them  until  next  fiscal  year.  This  would  create  a serious 
backlog.  We  would  not  be  able  to  insure  more  nearly  full  employment  of 
migrant  domestic  agricultural  workers.  This  is  largely  an  interstate  problem 
in  which  the  Federal  Government  has  a major  role  and  is  especially  urgent 
during  the  spring  months.  The  Veterans’  Employment  Service  representatives 
would  not  be  able  to  work  with  State  agencies  to  protect  veterans’  rights. 

Salaries  and  Expenses,  Bureau  of  Employment  Security 

EXPLANATION  OF  FUNDS  REQUIRED  FOR  UNEMPLOYMENT  COMPENSATION  FOR 

EX-SERVICEMEN 

ZTnemployment  insurance  service 

Public  Law  848.  85tli  Congress,  approved  August  28.  1958,  amended  title  XV 
of  the  Social  Security  Act.  This  law  provided  for  a new  permanent  program 
of  unemployment  compensation  for  ex-servicemen.  The  Congress  adjourned 
before  making  any  funds  available  for  administering  this  new  program.  The 
Bureau  of  the  Budget  approved  a reapportionment  of  the  1959  appropriation  on  a 
deficiency  basis  in  the  amount  of  $53,500.  This  deficiency  reapportionment  was 
reported  to  the  Congress  as  required  by  subsection  (a)(1)(B)  of  title  31, 
United  States  Code,  section  665,  as  amended. 
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The  new  program  of  unemployment  compensation  for  ex-servicemen  covers 
benefic  iaries  who  are  not  covered  by  the  unemployment  compensation  for  veter- 
ans’ program.  The  two  programs  differ  as  to  program  and  procedural  require- 
ments. It  is,  therefore,  necessary  to  operate  the  two  programs  separately  since 
one  is  not  an  extension  of  the  other. 

At  the  present  time,  16  employees,  8 professional  and  8 clerical,  are  working 
on  the  new  program.  Of  these  16  employees,  6 were  transferred  from  the 
unemployment  compensation  for  veterans’  program  because  of  the  decrease  of 
these  activities.  This  transfer  reduces  to  10  the  number  of  positions  requested 
in  this  supplemental. 

The  unemployment  compensation  for  ex-servicemen  program  will  involve  the 
payment  of  about  $55  million  in  benefits  during  fiscal  year  1959  and  about  $4.3 
million  for  administrative  expenses  by  the  State  agencies  which  will  operate 
the  program  under  agreements  entered  into  with  the  Secretary  of  Labor. 

This  program  can  operate  efficiently  only  if  the  processing  and  supplying  of  in- 
formation and  other  data  by  the  Armed  Forces  is  geared  into  the  operating 
program  requirements  of  the  State  agencies.  This  meshing  of  Federal  military 
data  processing  with  State  unemployment  compensation  requirements  is  compli- 
cated by  the  great  variations  among  the  States  in  both  State  law  provisions 
and  procedures. 

The  Bureau  responsibilities  are  : 

1.  Armed  Forces. — (a)  Continuous  work  with  various  defense  agencies  on 
determining  rates  of  remuneration  for  each  grade  of  ex-serviceman. 

(5)  Securing  terminal  leave  data  for  each  ex-serviceman  leaving  the  service 
and  claiming  benefits. 

(c)  Securing  dates  of  days  of  lost  time  covering  period  of  service  of  each 
ex-serviceman  claimant. 

( d ) Completing  and  following  up  on  arrangements  with  separation  centers 
of  each  of  the  armed  services  to  provide  information  to  ex-servicemen  as  to  their 
rights  under  this  law. 

2.  Vetei'ans ’ Administration. — (a)  Consummating  agreements  with  the  Vet- 
erans’ Administration  for  the  adjudication  of  ex-servicemen’s  claims  as  to  the 
reasons  for  separation  ; for  the  checking  of  claims  for  concurrent  payments  under 
education  and  training  allowance  programs ; and  for  providing  other  services. 

3.  U.S.  Department  of  Justice. — Negotiating  and  obtaining  agreement  with 
the  Department  of  Justice  on  the  criteria  governing  the  prosecution  of  cases  of 
alleged  fraud  detected  by  the  State  agencies. 

4.  Regulations  and  procedures. — (a)  Issuing  rules  and  regulations  interpret- 
ing the  law,  governing  not  only  the  provisions  of  the  agreements  with  the  Sec- 
retary but  also  the  operations  of  Federal  and  State  agencies. 

(6)  Developing,  issuing,  and  following  upon  operating  procedures  governing 
the  determination  of  benefits  payable,  accounting  for  Federal  funds,  program 
reporting,  and  relations  of  State  agencies  to  Federal  military  and  Veterans’ 
Administration  establishments  and  the  Department  of  Justice. 

5.  Installation  of  Program  and  Training. — (a)  After  development  of  regula- 
tions, procedures,  and  the  agreements,  the  installation  of  the  new  program  will 
be  accomplished  by — 

(1)  Regional  meetings  throughout  the  country  involving  the  attendance 
of  about  300  people ; 

(2)  Assistance  to  the  States  in  development  of  training  materials,  pro- 
cedures, forms,  etc, ; 

(3)  Participation,  where  needed,  with  States  in  the  actual  training  of 
the  more  than  20,000  State  staff  members  who  will  be  involved  in  carrying 
out  the  program ; 

(4)  Participation,  where  needed,  in  conferences  conducted  by  military 
and  Veterans’  Administration  establishments  in  the  installation  of  their 
phases  of  the  program. 

6.  Day-to-day  operations. — (a)  Review  and  evaluation : 

(1)  Review  State  procedures  and  forms  to  insure  conformity  with  Federal 
law,  regulations,  State  agreements,  and  Federal  procedures.  Recommend  rem- 
edial action  to  obtain  conformity  and,  where  needed,  provide  assistance  in  the 
field  in  the  revision  and  installation  of  State  procedures. 

(2)  Conduct  field  evaluations  of  operations  in  each  State  shortly  after  the 
beginning  of  the  program  and  periodically  thereafter  to  insure  operating  effici- 
ency and  conformity  with  approved  procedures.  Where  necessary,  this  will  be 
followed  by  fieldwork  to  obtain  remedial  action  with  regard  to  State,  central  and 
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local  office  operations  and  relations  with  military  and  Veterans’  Administration 
establishments  and  the  Department  of  Justice. 

(3)  Intercede  for  State  agencies,  with  military  establishments  and  the  Vet- 
erans’ Administration  in  connection  with  operational  problems,  and  with  De- 
partment of  Justice  on  matters  involving  fraud  and  prosecution. 

(?>)  Central  control  file : To  prevent  duplicate  filing  of  claims  by  the  same 
ex-servicemen  in  more  than  one  State  and  to  prevent  filing  of  claims  under  both 
the  UCV  program  and  the  new”  program,  it  is  essential  to  maintain  a central 
control  file  in  the  Bureau.  This  file  will  receive  a record  of  each  initial  UCX 
claim,  review  it,  and  interfile  it  with  all  other  UCV  and  UCX  records.  All 
control  cards,  as  received,  must  be  scanned  for  completeness,  conformity  of 
service  serial  number  to  branch  of  service  in  the  Armed  Forces,  legibility  and 
date  of  separation  from  active  service  for  possible  omissions  or  errors.  Further- 
more, it  will  be  necessary  to  make  date  comparisons  to  insure  that  claimants 
do  not  exhaust  UCX  benefits  and  again  claim  under  UCV.  Other  comparisons 
also  will  be  necessary  that  have  not  been  necessary  in  the  past,  thus  complicating 
the  filing  operation  as  w”ell  as  increasing  correspondence. 

Under  the  UCV  program  prior  to  July  26,  1958,  it  wras  necessary  to  check 
control  cards  only  for  completeness  and  possible  duplication.  After  July  26, 
1958,  UCV  control  cards  must  be  checked  also  for  possible  expiration  of  the 
3-year  limitation. 

Under  the  LCX  program,  control  cards  must  be  checked  for  completeness, 
possible  duplication,  and  to  assure  that  the  service  fell  within  the  base  period 
of  the  State  involved  and  that  UCV  benefits  have  not  been  paid  based  on  the 
same  period  of  service.  Thus,  the  maintenance  of  the  control  file  is  an  evaluation 
device  in  addition  to  being  a check  on  duplication.  Due  to  those  additional  items, 
the  time  required  for  checking  and  filing  each  card  is  increased  over  previous 
experience. 

7.  Rtnff  required  for  UCX  program. — Co)  For  the  development  of  program 
materials,  installation  of  operating  procedures,  field  evaluation  of  State  agency 
operations,  and  continuing  liaison  with  the  Departments  of  Defense  and  Justice 
and  the  Veterans’  Administration,  five  professional  employees  are  required. 
These  employees  w'ill  perform  the  following  functions : 

(1)  Develop  manuals  of  procedures:  assist  States  in  the  proper  adaptation 
of  UCX  procedures  to  present  State  procedures  and  requirements ; and  negotiate 
with  the  States  on  the  acceptance  of  proper  procedures. 

(2)  Review”  all  State  agency  procedures  to  assure  that  they  are  in  accordance 
with  the  Federal  act,  the  Secretary’s  regulations,  and  the  agreements,  including 
such  areas  as  methods  of  determining  benefit  payment  processes,  fraud  control, 
review  and  appeals,  accounting  for  benefit  and  administrative  costs,  and  other 
problems ; negotiate  w ith  States  on  questions  of  conformity,  feasibility  and 
economy  of  procedures. 

(3)  Assist  State  agencies  in  the  installation  of  procedures  developed  and 
upon  occasion  give  training  to  regional  and  State  agency  personnel  in  the 
procedures. 

(4)  Develop  training  materials,  units,  and  programs  to  be  given  to  Federal 
and  State  agency  staff  on  UCX  regulations  and  procedures.  Assist  States  in 
the  adaptation  of  these  training  programs  and  materials  to  State  needs. 

(5)  Develop  standards  for  measuring  adequacy  of  the  administration  by  the 
States  of  the  UCX  program  and  its  coordination  with  the  normal  unemployment 
insurance  programs  administered  or  operated  by  the  States. 

(6)  Develop  evaluation  methods,  outlines,  and  schedules  for  applying  the 
standards  developed. 

(7)  Conduct  evaluations  of  operations  of  the  UCX  program  in  the  various 
States. 

(8)  Provide  functional  supervision  of  the  regional  offices  when  they  perform 
the  initial  completion  of  the  evaluation  outlines. 

(9)  Plan  and  carry  out  negotiations  and  remedial  action  based  on  evaluations. 

(10)  Supervise  directly  and  through  the  regional  office  the  execution  of  the 
UCX  program  in  Puerto  Rico  and  the  Virgin  Islands. 

(11)  Maintain  liaison  with  all  other  divisions  in  the  Service,  the  U.S.  Employ- 
ment Service,  the  Veterans’  Employment  Service,  the  Bureau  of  Veterans’  Reem- 
ployment Rights,  the  Department  of  Defense,  the  Veterans’  Administration,  the 
General  Accounting  Office,  and  the  fiscal  and  budget  offices  of  the  bureau  and 
the  department  concerning  effective  and  efficient  operation  of  the  program. 

(5)  For  operation  of  the  wage  assignment  control  file,  two  professional  and 
seven  clprical  positions  are  required.  The  file  presently  contains  1,705,137  wage 
38932—59 17 
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assignment  records.  All  new  UC'X  assignments  must  be  checked  and  correlated 
with  previous  records  in  order  to  avoid  duplicate  claims  in  more  than  one  State 
or  under  the  UCX  and  UCV  programs.  In  1959,  it  is  expected  that  236,000  new 
UCX  wage  assignments  will  be  received,  requiring  the  writing  of  approximately 
15,000  letters. 

For  each  UCX  wage  assignment  received,  in  order  to  determine  whether 
wages  are  properly  assigned  and  benefits  are  payable  it  is  necessary  to — 

(1)  Determine  if  the  service  began  after  January  31,  1955,  or  ended 
after  October  27,  1958.  This  is  necessary  to  establish  UCX  eligibility. 

(2)  Determine  if  the  ex-serviceman’s  UCX  wages  have  been  previously 
assigned  by  the  same  or  a different  State  and  if  so,  notify  second  State  of 
wage  assignments  so  that  benefits  will  not  be  paid  on  the  same  wages  in 
different  States. 

(3)  Determine  if  the  ex-serviceman  has  previously  established  UCV  en- 
titlement and,  if  so,  notify  State  to  cancel  balance. 

(4)  Determine  if  the  service  was  continuous  for  90  days  or  more  unless 
terminated  for  service-incurred  injury. 

(5)  Determine  if  the  benefit  year  dates  are  proper  for  the  State  making 
the  wage  assignment  and  notify  the  State  if  necessary. 

(6)  Ascertain  if  the  military  service  prior  to  the  State’s  base  period  or 
during  the  lag  period  have  been  assigned  or,  if  not,  to  so  notify  the  State. 

(7)  Determine  if  the  benefit  year  dates  indicate  a redetermination  for  a 
claimant  in  a benefit  year  at  the  time  the  program  began. 

(8)  Determine  if  prescribed  symbols  were  used  to  report  pay  grades,  thus 
insuring  that  the  proper  wages  were  assigned. 

(9)  Code  UCX  wage  assignment  records  for  general  types  of  corre- 
spondence, as  follows : 

(a)  UCX  and  UCV  (interstate  and  intrastate),  when  the  ex-serviceman’s 
military  wages  have  been  assigned  more  than  once. 

(5)  UCX  and  UCV  (interstate  and  intrastate)  when  the  ex-serviceman 
has  previously  established  UCV  entitlement. 

(c)  UCX  and  UCV  (interstate  and  intrastate)  when  an  ex-serviceman 
having  previous  UCV  entitlement  has  been  assigned  UCX  wages  that  are 
not  supported  by  his  military  service. 

( d ) Errors  and  omissions  pertaining  to  UCX  cards. 

( e ) When  the  ex-serviceman’s  service  does  not  support  the  assignment  of 
UCX  wages. 

(10)  Conduct  special  correspondence  in  cases  not  falling  in  the  above 
categories. 

(c)  The  total  for  the  above  requirements  is  seven  professional  and  seven 
clerical  positions.  With  the  decrease  of  UCV  activities,  brought  about  by  vet- 
erans becoming  eligible  for  UCX  benefits  instead  of  UCV  benefits,  it  has  been 
possible  to  transfer  two  professional  and  four  clerical  positions  from  that  pro- 
gram to  the  UCX  program  as  explained  earlier.  This  leaves  only  one  profes- 
sional and  one  clerical  in  the  UCV  activities.  The  net  additional  requirements 
for  the  UCX  program  are  then  five  professional  and  three  clerical  positions. 

Office  of  Program  Review  and  Analysis 

This  Office  will  provide  additional  statistical  reporting  for  the  new  program. 
Data  will  be  furnished  by  all  State  and  local  employment  security  offices.  It 
will  be  necessary  to  (1)  revise  existing  report  forms,  (2)  prepare  reporting  in- 
structions, (3)  develop  training  materials  for  the  instruction  of  State  staff  and 
for  followthrough  on  the  implementation  of  reporting  instructions  in  specific 
cases,  and  (4)  process  the  data,  including  the  maintenance  of  controls,  verifica- 
tion of  statistical  accuracy,  and  preparation  of  tabular  materials  and  analyses. 

Operations  data,  including  comparisons  with  experience  under  the  regular 
unemployment  insurance  program,  will  be  needed  for  operation  of  the  program 
and  for  program  planning  and  evaluation. 

This  office  will  also  be  called  upon  to  provide  technical  assistance  to  the  State 
agencies  on  such  matters  as  validation  procedures,  workload  measures,  and 
statistical  analyses  to  facilitate  program  review  and  promote  effective  operations 
and  to  improve  techniques  for  using  unemployment  insurance  data  as  economic 
indicators. 

This  increased  workload  will  require  one  additional  professional  and  one  addi- 
tional clerical  employee. 

Explanation  of  funds  required  for  pay  increases. — An  additional  $577,000  is 
required  to  provide  for  pay  increase  costs  authorized  by  Public  Law  85-462. 
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Total  funds  available,  including  the  $577,000  for  pay  increase  costs  and  $107,000 
for  reimbursable  items  are  $7,203,000.  In  addition  $53,500  is  requested  in  this 
supplemental  for  the  new  unemployment  compensation  for  ex-servicemen  program. 
This  increases  the  total  estimated  obligations  to  $7,256,500.  Obligations  through 
January  31,  1958,  were  $4,338,046  or  an  average  of  $619,721  per  month.  For  the 
balance  of  the  year  an  average  of  only  $583,691  per  month  is  available.  All 
vacant  positions  will  have  to  be  kept  vacant  and  other  program  economies  will 
have  to  be  effected  to  stay  within  available  funds. 

There  are  no  funds  available  to  absorb  any  of  the  Pay  Act  costs. 

Salaries  and  Expenses,  Bureau  of  Labor  Standards 

Senator  Hill.  We  liad  a supplemental  in  the  amount  of  $774,000  for 
“Salaries  and  expenses,  Bureau  of  Labor  Standards,”  including 
$240,000  in  connection  with  the  Longshoremen's  and  Harbor  Workers’ 
Compensation  Act  as  amended  by  Public  Law  85-742,  and  $450,000  in 
connection  with  functions  vested  in  the  Department  by  the  Welfare 
and  Pension  Plans  Disclosure  Act,  Public  Law  85-462,  and  $84,000 
for  increased  pay  costs. 

The  House  reduced  the  total  request  by  $53,600,  of  which  $45,000 
was  denied  for  the  Welfare  and  Pension  Plans  Disclosure  Act,  and 
$8,400  for  increased  pay  costs. 

The  committee  has  received  a letter  from  the  Department  indicating 
that  the  $45,000  reduction  in  the  welfare  and  pension  program  will 
be  absorbed,  but  that  it  is  impossible  to  absorb  the  $8,400  reduction 
from  the  amount  sought  for  increased  pay  costs. 

The  letter  together  with  portions  of  the  justifications  will  be  in- 
serted in  the  hearings.  Mr.  Dodson  has  already  testified  in  behalf 
of  restoration  of  pay  items  in  title  II  of  the  bill,  and  his  comments 
are  equally  applicable  to  this  item. 

(The  material  referred  to  follows :) 

Department  of  Labor, 

Office  of  the  Under  Secretary, 

Washington,  D.G.,  April  6, 1956 , 

Hon.  Carl  Hayden, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Hayden  : Attached  hereto  is  the  Department  of  Labor  estimate 
of  supplemental  funds  needed  in  1959,  for  the  Bureau  of  Labor  Standards  to 
carry  out  responsibilities  authorized  by  the  2d  session  of  the  85th  Congress. 
These  new  responsibilities  arise  as  a result  of  enactment  of  Public  Law  85-462, 
the  Welfare  and  Pension  Plan  Disclosure  Act,  and  Public  Law  85-742,  which 
amended  the  Longshoremen’s  and  Harbor  Workers’  Compensation  Act  with  re- 
spect to  certain  maritime  operations.  In  addition,  the  estimate  includes  a request 
for  funds  to  cover  increased  pay  costs  applicable  to  the  basic  appropriation. 

H.R.  5916,  as  passed  by  the  House,  allowed  the  full  amount  of  $240,000  requested 
for  maritime  safety  activities ; reduced  by  $45,000  the  amount  requested  for  the 
welfare  and  pension  program ; reduced  by  $8,400,  the  amount  requested  for  pay 
increase  costs;  and,  by  appropriation  language,  established  a dollar  limitation 
on  the  amount  which  can  be  obligated  this  year  for  the  maritime  safety  program. 

As  a result  of  economic  administration  and  by  taking  advantage  of  every  pos- 
sible avenue  of  economy,  the  $45,000  reduction  In  the  welfare  and  pension  pro- 
gram will  be  absorbed. 

The  change  in  the  appropriation  language  will  not  create  any  administrative 
difficulties  this  year. 

There  are  two  areas  in  which  urgent  consideration  by  the  Senate  is  requested : 

The  reduction  of  $8,400  in  the  amount  requested  for  pay  increase  costs  wili 
adversely  affect,  for  the  remainder  of  the  year,  the  program  of  the  President’s 
Committee  for  the  Physically  Handicapped  and  reduce  by  one-half  the  Bureau’s 
commitments  to  conduct  industrial  safety  training  course!  in  the  fourth  quarter. 
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Appropriation  Estimate 

“For  an  additional  amount  for  “Salaries  and  expenses,”  Bureau  of  Labor 
Standards,  including  necessary  expenses  for  the  performance  of  safety  func- 
tions of  the  Secretary  under  the  Longshoremen's  and  Harbor  Workers'  Com- 
pensation Act,  as  amended  (72  Stat.  835)  ; and  for  the  performance  of  functions 
vested  in  the  Secretary  by  sections  8 (b)  and  (c)  of  the  Welfare  and  Pension 
Plans  Disclosures  Act  (72  Stat.  <J97)  ; $774,000.” 

The  appropriation  language  as  submitted  contained  general  provisions  for  use 
of  funds  for  the  two  new  programs.  As  passed  by  the  House,  the  wording 
“including  $240,000  for  necessary  expenses  for  the  performance  of  safety  func- 
tions of  the  Secretary  under  the  Longshoremen’s  and  Harbor  Workers’  Com- 
pensation Act,  as  amended”  has  the  effect  of  setting  up  a limitation.  In 
order  to  eliminate  the  additional  ledger  account  and  the  bookkeeping  involved, 
it  is  requested  that  the  words  “$240,000  for”  be  eliminated.  In  addition,  since 
this  is  for  new  legislation,  the  Department  should  be  afforded  maximum  flexibility 
within  the  appropriation — at  least  until  more  positve  workload  experience  is 
available. 

Amounts  available  for  obligation 


Enacted  appropriation,  1959 $1,  004,  000 

Revised  estimate  for : 

I ’ay  act  costs  authorized  by  Public  Law  85-402 84,000 

Welfare  and  pension  plan  administration,  Public  Law  85-836 450.  000 

Expanded  maritime  safety  activities,  Public  Law  85-742 240, 000 


Revised  estimate 1,  778,  000 


Obligations  by  activities 


Description 

1959  enacted 
appropriation 

Revised 

estimate 

Supplemental 

estimate 

change 

House 

allowance 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

1.  Improving  State  labor  legislation  . 

21 

$163, 900 

21 

$178,  900 

+$15, 000 

+$13, 500 

2.  Improving  conditions  of  migra- 

tory  workers 

7 

58.  900 

7 

64. 100 

+5, 200 

+4.  700 

3.  Reducing  industrial  accidents 

36 

380, 500 

107 

652, 300 

+71 

+271, 800 

+71 

+268,290 

4.  Protecting  young  workers  and  ad- 

vancing  their  employment 

opportunities  

12 

85, 300 

12 

93, 300 

+8,000 

+6,500 

5.  Promoting  employment  of  the 

physically  handicapped  

17 

201,600 

17 

214.  700 

+13. 100 

+11.  710 

6.  Registration  of  labor  union  data.. 

5 

27, 400 

5 

30, 100 

+2,700 

+2,700 

7.  Registration  and  disclosure  of 

welfare  and  pension  plan  data 

90 

450, 000 

+90 

+450, 000 

+90 

+405,000 

8.  Executive  direction  and  manage- 

ment  services 

12 

86, 400 

12 

94,  600 

+8,  200 

+8,200 

Total  direct  obligations 

110 

1, 004, 000 

271 

1,  778, 000 

+161 

+774,000 

+161 

+720,600 
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Obligations  by  objects 


1959  enacted 
appropriation 

Revised 

estimate 

Supplemental 

estimate 

change 

House  allow- 
ance 

Total  number  of  permanent  positions 

110 

271 

+161 

+58 

+161 

+52 

Average  number  of  all  employees 

109 

167 

01  Personal  services 

$735,  500 
61.  800 

$1,  209,  700 
82.800 

+$474.  200 
+21,000 
+500 
+22,700 
+9.900 
+93.  600 
+51.  100 
+20.  200 
+53.  500 
+24,800 
+2,500 

+$4.54,  800 
+13.  200 
+500 
+20,  700 
+9,900 
+78.  000 
+50.  700 
+16,  600 
+51.  500 
+20,  500 
+4,200 

02  Travel..  

03  Transportation  of  thines 

6,800 

23,400 

7,  300 
46,  100 
9,900 
179,600 

04  Commnnicaf ion  services.  

05  Kents  and  utility  services 

06  Printing  and  reproduction 

86.000 

07  Other  contractual  services 

19,400 
19.  500 

70,500 
39.  700 
59,  300 

08  Supplies  and  materials 

09  Equipment  . 

5.  800 

11  Grants,  subsidies,  and  contributions 

45.  300 

70,  100 
3,000 

15  Taxes  and  assessments 

500 

Total  obligations 

1,004,000 

1,  778,  000 

+774,000 

+720, 600 

Summary  of  changes 


Requested 

House 

allowance 

Enacted  appropriation ...... 

$1, 004, 000 
1,778,000 

774,  000 

$1, 004, 000 
1, 724, 600 

720,600 

Revised  estimate 

Supplemental  estimate 

Mandatorv  items:  Pay  increases  under  Public  Law  85-462. 

84,000 

75,600 

Program  increase  items: 

To  provide  staff  for  expanded  safety  activities  under  amend- 
ments to  sec.  41  of  the  Longshoremen’s  and  Harbor  Workers’ 
Compensation  Act  (Public  Law  85-742)  (71  positions,  $134,000; 
nonlabor  $106,000) 

240,000 

240,000 

T o provide  staff  for  receiving,  identifying,  examining  processing, 
tabulating,  receipting,  and  filing  a minimum  of  250,000  plan 
deserr  tions  under  the  Welfare  and  Pension  Plans  Disclosure  Act 
(Public  Law  85-836)  (90  positions,  $264,200;  nonlabor,  $185,800) 

450,000 

405,000 

EFFECT  OF  HOUSE  ACTION 

The  Bureau  does  not  have  any  vacancies  which  can  be  held  to  effect  savings 
necessary  to  overcome  the  anticipated  deficit  of  $8,400.  Reduction  in  force 
would  not  solve  the  problem  because  of  the  necessity  of  establishing  registers 
and  issuing  notices,  which  could  not  be  accomplished  until  after  April  1.  This 
initial  time  period  added  to  the  requirement  of  30  days’  work  notice,  and  the 
average  leave  accumulation  of  25  days,  would  require  payment  to  the  separated 
employees  for  approximately  the  same  number  of  days  as  remain  in  the  fiscal  year. 
It  would  cost  the  same  as  if  the  employees  were  retained  on  the  payroll. 

The  alternative  of  without-pay  furloughs  would  require  an  average  of  about 
3 days  for  all  employees.  This  would  be  upsetting  to  employee  morale,  particu- 
larly since  the  supplemental  appropriation  passed  by  the  House  contains  funds 
for  the  welfare  and  pension  plan  reporting  and  maritime  safety  programs.  Thus, 
the  Bureau  would  be  in  the  position  of  placing  employees  on  leave  without  pay 
while  recruiting  a large  number  of  permanent  and  temporary  employees  for  the 
two  netv  programs. 

The  only  other  way  in  which  the  deficit  might  be  overcome  is  through  reduction 
of  the  anticipated  $40,000  for  nonlabor  costs  during  the  fourth  quarter.  Fixed 
charges  (civil  service  retirement,  penalty  mail,  social  security  payments,  and 
employee  insurance)  will  cost  approximately  $20,000.  The  only  items  which  can 
be  reduced  are  printing  and  travel.  The  principal  effect  of  reducing  travel  is  an 
almost  total  “grounding”  for  the  remainder  of  this  year  of  the  relatively  small 
number  of  employees  in  the  Bureau  and  the  President’s  Committee  for  the 
Physically  Handicapped  whose  primary  duties  involve  travel.  The  President’s 
Committee  will  have  to  reduce  its  proposed  promotional  visits  to  14  States. 
These  visits  are  of  paramount  importance  because  when  visits  are  eliminated  or 
spaced  too  far  apart,  a considerable  amount  of  impetus  is  lost  and  there  is  a 
general  slowing  down  of  State  and  local  activities  in  the  employment  of  the 


2G0  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  195  9 


physically  handicapped.  In  addition,  the  Bureau  has  commitments  for  safety 
training  courses  for  unions  and  State  and  Federal  employees  which  will  have  to 
be  reduced  by  one-half  during  the  last  quarter.  Safety  inspections  of  Federal 
establishments  will  likewise  be  sharply  curtailed  during  this  period. 

A reduction  in  printing  will  mean  postponement  of  promotional  material 
developed  by  the  President’s  Committee  to  foster  observance  of  “NEPH  week.” 

The  $45,000  reduction  in  the  request  for  funds  for  the  welfare  and  pension  plan 
plan  reporting  program  will  cause  some  adjustment  in  the  current  year’s  operating 
plans,  but  no  change  in  the  basic  program.  The  reduction  will  require  that  staff- 
ing of  permanent  positions  be  delayed  until  later  in  the  fiscal  year  and  that  more 
temporary  employees  be  hired  to  handle  the  work  during  the  remainder  of  this 
year.  There  will  be  an  overall  decrease  of  about  $20,000  in  personal  services 
and  $25,000  in  nonlabor  items  to  make  up  the  total  reduction.  In  view  of  the 
fact  that  this  money  is  for  new  legislation  and  there  is  a lack  of  positive  actual 
operating  experience,  it  is  believed  that  the  change  in  appropriation  language, 
recommended  on  page  2,  will  provide  for  more  flexibility  to  meet  any  emergency. 

Activity  3.  Reducing  Industrial  Accidents 

This  estimate  requests  $240,000  for  fiscal  year  1959  to  carry  out  provisions  of 
amended  section  41  of  the  Longshoremen’s  and  Harbor  Workers’  Compensation 
Act,  authorizing  a system  of  safety  rules,  regulations,  and  safety  inspections 
and  training  services. 

1.  RESPONSIBILITIES  OF  THE  SECRETARY  OF  LABOR 

The  enacted  legislation  (Public  Law  85-742)  requires  every  employer  under 
the  Longshoremen’s  and  Harbor  Workers’  Compensation  Act  engaged  in  steve- 
doring, ship  repair  and  miscellaneous  harbor  work  to  “furnish  and  maintain  em- 
ployments and  places  of  employment  which  shall  be  reasonably  safe  for  his  em- 
ployees in  all  employments  covered  by  this  Act  and  shall  install,  furnish,  maintain, 
and  use  such  devices  and  safeguards  with  particular  reference  to  equipment  used 
by  and  working  conditions  established  by  such  employers  as  the  Secretary  may 
determine  by  regulation  or  order  to  be  reasonably  necessary  to  protect  life,  health 
and  safety  of  such  employees  and  to  render  safe  such  employment  and  places  of 
employment,  and  to  prevent  injury  to  his  employees.” 

Specifically,  the  Secretary  of  Labor  is  authorized  to — 

1.  Formulate,  promulgate  and  enforce  safety  regulations  applicable  to 
employments  under  the  act. 

2.  Make  studies  and  investigations  with  respect  to  safety  provisions  and 
the  causes  and  prevention  of  injuries  and  from  time  to  time  to  make  to 
Congress  such  recommendations  as  he  may  deem  proper  as  to  the  best 
means  of  preventing  such  injuries. 

3.  Provide  for  the  establishment  and  supervision  of  programs  for  the 
education  and  training  of  employers  and  employees  in  the  recognition,  avoid- 
ance, and  prevention  of  unsafe  working  conditions. 

4.  Consult  with  and  advise  employers  as  to  the.  best  means  of  preventing 
injuries. 

5.  Hold  such  hearings,  issue  such  orders,  and  make  such  decisions,  based 
upon  findings  of  fact,  as  are  deemed  to  be  necessary  to  enforce  the  regulations. 

In  enforcing  and  administering  the  provisions  of  this  act  the  Secretary  is 
authorized  to — 

1.  Utilize  the  services  of  any  agency  of  the  United  States  or  any  State 
agency  engaged  in  similar  work  (with  the  consent  of  such  agency). 

2.  Promote  uniformity  in  safety  standards  in  employments  covered 
by  this  act  through  cooperative  action  with  any  agency  of  the  United 
States  or  with  any  State  agency  engaged  in  similar  work. 

II.  PROPOSED  PROGRAM 

In  carrying  out  the  Secretary’s  responsibilities  for  administering  and  enforcing 
the  provisions  of  section  41  as  amended,  the  following  activities  will  be  required: 

1 . Code  development 

Codes  prescribing  reasonable  safety  standards  will  be  formulated  for  stevedoring 
and  ship-repair  operations  respectively.  Preliminary  drafts  will  be  made  by  the 
Bureau  staff  in  consultation  with  technical  representatives  of  the  employers,  labor, 
the  U.S.  Coast  Guard,  insurance  companies  and  other  governmental  and  private 
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agencies.  The  resulting  drafts  will  be  distributed  to  all  interested  parties  for  their 
information  and  formal  comments.  Public  hearings  will  be  held  in  various  Darts 
of  the  country  to  permit  all  parties  to  express  their  viewpoints.  The  codes  will 
then  be  prepared  in  final  form  for  approval  by  the  Secretary  of  Labor  and  publica- 
tion in  the  Federal  Register. 

The  stevedoring  code  will  cover  the  following  general  subjects: 

I.  “Longshore  Working  Conditions  Aboard  Ship.” 

II.  “Stevedore’s  Gear  and  Equipment.” 

III.  “Stevedoring  Operations.” 

IV.  “Safety  Rules  for  Longshoremen.” 

V.  “Personal  Protective  Equipment.” 

VI.  “First  Aid.” 

The  ship  repair  code  will  cover  the  following  general  subjects: 

I.  “Explosive  and  Dangerous  Atmospheres.” 

II.  “General  Precautions  in  Welding  and  Cutting.” 

III.  “Working  Surfaces.” 

IV.  “Materials  Handling.” 

V.  “Tools.” 

VI.  “Personal  Protective  Equipment.” 

VII.  “First  Aid.” 

2.  Inspection  and  enforcement  and  promotion 

Visits  will  be  made  to  the  approximately  560  stevedore  and  740  ship-repair 
companies  at  least  semiannually.  In  addition  to  inspecting  operations  for  com- 
pliance with  safety  regulations,  every  effort  will  be  made  by  the  Bureau  inspectors 
and  safety  engineers  to  promote  effective  company  safety  programs  and  to  provide 
consultative  service  on  specific  technical  safety  problems. 

Stevedoring  and  ship  repair  operations  under  the  act  are  carried  on,  not  in  a 
fixed  plant  or  physical  workplace  over  a long  period  of  time  but  on  ships  which 
come  and  go.  Each  ship  thus  becomes  a separate  workplace.  It  is  rare  that  a 
stevedore  works  more  than  a week  on  one  ship,  and,  except  for  large  conversion  or 
repair  job,  the  same  is  true  of  ship-repair  and  service  work.  Most  stevedores 
average  at  least  one  vessel  a week  and  many  may  be  working  several  vessels  at  the 
same  time. 

Accurate  and  unduplicating  data  are  not  available  on  which  to  base  firm 
estimates  of  the  total  number  of  domestic  and  foreign  vessels  whose  cargo  or 
ship-repair  requirements  may  use  the  services  of  employers  subject  to  the  pro- 
visions of  the  law.  Official  statistics  for  1957  show,  however,  that  more  than 
25,000  vessels  entered  American  ports.  Since  many  of  these  vessels  dock  and 
load  or  unload  cargo  at  several  ports  an  inspection  potential  of  50.000  stevedoring 
operations  appears  reasonable.  Ship-repair  activities  run  into  the  thousands  per 
year  and  range  from  major  emergency  repairs  of  weeks’  duration  to  minor  mainte- 
nance or  structural  corrections  requiring  but  several  hours  or  days.  No  data  are 
available  as  to  the  total  number  of  vessel-repair  operations  that  are  made  in 
American  ports  annually. 

In  light  of  the  unique  and  specialized  nature  of  the  operations  subject  to  the 
law,  Bureau  representatives  will  be  scheduled  to  visit  the  more  active  stevedoring 
and  ship-repair  companies  monthly.  Companies  with  either  extensive  operations 
servicing  many  ships  or  unusually  high  frequency  rates  will  be  visited  more  often. 

Because  of  the  day-to-day  variability  of  conditions  which  prevail  in  both 
industries,  it  is  anticipated  that  questions  will  arise  over  the  interpretation  or 
application  of  the  regulations  to  a specific  operation.  In  such  situations  prompt 
inspections  are  vital.  In  the  major  ports,  safety  engineers  or  inspectors  will  be 
made  available  for  such  purposes.  In  other  ports,  every  effort  will  be  made  to 
service  such  requests  within  24  hours. 

Quarterly  promotional  visits  will  be  made  to  about  100  national  and  local  union 
headquarters  and  to  the  industry  and  trade  association  offices  in  the  various  ports 
to  encourage  cooperation  in  portwide  safety  programs. 

As  in  the  past  8 years,  it  is  expected  that  the  staff  will  serve  as  a source  of 
technical  information  and  that  under  the  provisions  of  the  amended  act  many 
requests  will  be  received.  These  will  be  answered  by  phone,  letter  or,  as  circum- 
stances require,  by  personal  visits. 

S.  Accident  investigation 

(1)  Every  effort  will  be  made  by  Bureau  field  representatives  to  investigate 
promptly  those  accidents  which  involve  serious  mechanical  failures  or  result  in 
death  or  serious  permanent  disabilities  to  workers. 
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(2)  Procedures  will  be  established  whereby  the  local  Bureau  inspectors  will  be 
notified  promptly  of  the  occurrence  of  serious  injuries  or  property  damage. 

(3)  Present  efforts  will  be  intensified  to  improve  the  investigation  and  reporting 
practices  of  supervisors  of  all  accidents  as  a necessary  part  of  company  accident- 
prevention  programs. 

4.  Cooperation  with  Federal  and  State  agencies 

Since  the  physical  conditions  of  vessels  bear  upon  the  safety  of  the  man  work- 
ing abroad  such  vessels  (for  employers  under  the  act),  close  cooperation  will  be 
maintained  with  the  U.S.  Coast  Guard  to  avoid  duplication  of  effort.  The  ex- 
tensive experience  of  the  Coast  Guard  in  shipboard  safety  will  be  utilized  in  all 
pertinent  facets  of  the  Bureau’s  work. 

Thirty-one  of  the  forty-eight  States  plus  Alaska  and  Hawaii  have  ports  in 
which  stevedoring  and  ship-repair  operations  are  carried  on  under  their  jurisdic- 
tions. The  cooperation  and  advice  of  these  States  will  be  sought  in  such 
matters  as  the  development  of  the  Federal  codes,  the  promotion  of  uniformity 
among  codes  adopted  by  States  for  these  industries  as  well  as  consistency  with 
the  Federal  codes.  The  feasibility  of  cooperative  agreements  will  be  explored 
with  the  States  for  the  allocation  or  assignment  of  inspection  activities  when  such 
arrangements  may  prove  desirable  and  assure  adequate  inspection  coverage. 

5.  Records  and  reports 

The  Bureau  will  maintain  records  of  all  ships  and  operations  inspected,  orders 
issued  including  violations  noted  and  corrected,  as  well  as  of  any  cases  in  which 
enforcement  procedures  must  be  used.  Record  cards  will  be  maintained  on  the 
physical  conditions  of  ships  which  affect  cargo  handling  operations  and  procedures 
will  be  set  up  whereby  hazardous  shipboard  conditions  uncorrected  in  one  port 
can  be  brought  to  the  attention  of  the  stevedore  who  will  work  that  ship  in  the 
next  port  visited. 

Employers  will  be  reauired  to  maintain  injury  frequency  records  and  to  have 
this  information  available  for  inspection  as  weli  as  to  furnish  these  data  to  the 
Department  of  Labor  for  statistical  purposes.  Such  statistical  information  will 
provide  a principal  means  of  evaluating  safety  progress  under  the  law  and  will 
give  valuable  information  which  is  currently  unavailable  in  focusing  attention 
in  those  area  where  present  hazards  or  conditions  are  most  dangerous. 

6.  Training 

Safety  training  courses  will  be  developed  for  and  presented  to  supervisory 
personnel.  These  courses  consisting  of  20  to  30  hours  of  classroom  work  will 
cover  the  basie.  principles  of  accident  prevention  and  their  specific  application  to 
either  stevedoring  or  ship-repair  work.  They  will  include  such  subjects  as  rigging 
stresses,  fire  prevention,  materials  handling,  health  hazards,  and  personal 
protective  equipment. 

Presentation  of  these  courses,  particularly  in  stevedoring,  must  be  accom- 
modated to  unscheduled  factors  such  as  ship  arrivals  and  departures.  Lessons  of 
1 or  2 hours  duration  will  be  presented  as  workloads  permit,  on  short  notice,  in 
small  units  over  a period  of  time  rather  than  as  a consecutively  scheduled  week’s 
course. 

In  ship-repair  companies  during  periods  of  slack  work  the  courses  can  be 
presented  as  a complete  unit;  in  other  instances  instruction  will  be  integrated 
whh  work  schedules  or  provided  as  requested  by  employers. 

Training  talks  will  continue  to  be  developed  and  presented  to  employees  in 
union  halls,  or  at  company  meetings.  These  activities  will  be  intensified. 

Courses  and  talks  will  make  extensive  use  of  visual  aids,  including  slides,  motion 
pictures,  models,  and  actual  samples  of  equipment. 

7.  Publications 

Four  major  types  of  publications  will  be  provided. 

Promotional  bulletins  to  management. — These  will  be  four-page  publications 
containing  news  on  safety  activities,  progress  reports,  informative  and  valuable 
investigation  reports,  new  safety  equipment,  and  examples  of  successful  appli- 
cation of  accident-prevention  methods.  These  will  be  issued  bimonthly. 

Technical  and  informational  bulletins. — These  will  each  cover  a specific  subject 
such  as  chemical  hazards  and  how  to  avoid  them,  the  importance  and  means  of 
grounding  electrical  equipment,  how  to  organize  and  administer  a safety  program, 
fire  prevention  and  protections,  etc. 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959  263 


Safe  'practice  flyers  for  employees. — These  illustrated  flyers  will  emphasize  and 
remind  employees  of  the  commonly  accepted  safe  practices  in  various  operations 
to  supplement  the  on-the-job  instruction  which  is  given  by  supervisors  on  such 
things  as  the  wearing  of  personal  protective  equipment,  safe  use  of  ladders,  safe 
boarding  and  leaving  of  small  craft,  and  proper  methods  of  manual  lifting. 

Visual  aids  for  use  in  training  programs. — These  will  include  slides  made  from 
photographs  taken  on  the  job;  motion  pictures;  models  to  show  stress  on  cargo 
gear,  proper  use  of  scaffolds,  electrical  hazards,  and  use  of  grounding  connections; 
charts  to  indicate  safe  working  loads  and  similar  illustrative  information;  and 
samples  of  personal  protective  equipment,  safety  devices,  and  defective  hooks, 
wires,  and  other  gear. 

III.  ORGANIZATION  AND  FUNCTIONS 

This  activity  will  be  integrated  with  the  current  program  of  the  Division  of 
Safety  Standards  and  Services. 

Washington  headquarters. — This  staff  will  develop  codes,  inspection  manuals, 
and  procedures;  plan,  review,  and  evaluate  field  programs  and  inspection  reports; 
prepare  courses,  publications,  and  training  aids;  direct  the  formulation  of  overall 
policies  and  necessary  studies  and  reports;  and  maintain  overall  policy  and  infor- 
mational liaison  with  maritime  agencies  and  organizations. 

F Area  and  field  offices. — Four  area  offices  will  be  established  to  administer  the 
program  in  each  of  the  major  coastal  areas.  In  addition,  several  field  offices  will 
be  set  up  within  each  area  to  undertake  inspection  and  training  activities  for  an 
assigned  geographical  territory.  A total  of  17  inspection  offices  is  provided.  The 
area  supervisor  will  be  responsible  for  all  activities  in  the  ports  within  his  area. 

IV.  STAFFING 


The  following  staff  is  requested  for  this  activity: 


Number 

Amount 

Personal  services: 

OS-15  Safety  engineer 

1 

$12, 771 
22,  714 
45, 428 
19. 802 

GS-14  Safetv  engineer 

2 

GS-14  Area  supervisor  

4 

GS-13  Code  development  and  training  specialist 

2 

GS-13  Information  specialist 

1 

9, 901 
16,  682 
8,  341 
100,  092 
133.  570 

GS-12  Technical  writer  

2 

GS-12  Statistician  . ..  

1 

GS-12  Safety  inspector 

12 

GS-11  Safety  inspector 

19 

GS-7  Management  services  assistant 

1 

4,  992 
4,493 

GS-6  Editorial  clerk  

1 

GS-5  Statistical  clerk.  

1 

4,  056 

GS-5  Secretary  

8 

32,  448 
56.  475 

GS-4  Stenographer 

15 

GS-3  Clerk“__‘_ 

1 

3, 495 

Total  permanent  

71 

475, 260 
344,  060 

Deduct  lapses 

49 

Net  permanent 

22 

131, 200 
1, 000 
1, 800 

Part-time  employment 

Regular  pay  above  52-week  base 

A 11  personal  services. 

134, 000 

20, 000 
200 

Nonlabor  costs: 

Travel . ...  .....  . 

Transportation  of  things . ._  _ _ .... 

Communication  services ...  . . 

5.000 
9,  900 

18, 000 
23, 700 

4.000 
16, 500 

8,  700 

Rents  and  utility  services _ 

Printing  and  reproduction . . . ...  

Other  contractual  services.  ...  . 

Supplies  and  materials . . . . . . 

Equipment . .....  ....  . ...  

Grants,  subsidies,  and  contributions ..  . . . ...  . . _ ...  . 

Total  nonlabor  costs...  .... ...  

106,000 

Total  obligations 

240,000 
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Activity  7.  Registration  and  Disclosure  of  Welfare  and  Pension 

Plan  Data 

This  estimate  requests  $450,000  for  fiscal  year  1959  to  carry  out  the  provisions 
of  the  Welfare  and  Pension  Plans  Disclosure  Act  (Public  Law  85-836,  72  Stat. 
997),  which  became  effective  January  1,  1959.  This  law  provides  for  the  registra- 
tion, reporting,  and  disclosure  of  employee  welfare  and  pension  plans. 

I.  responsibilities  of  the  secretary  of  labor 

This  legislation  requires  the  administrator  of  each  employee  welfare  or  pension 
plan,  established  or  maintained  by  employers,  trade  unions,  or  jointly  by  em- 
ployer-employee groups,  to  publish  (1)  a description  of  the  plan  and  subsequent 
amendments  thereto,  and  (2)  an  annual  report.  Two  copies  of  both  the  plan 
description  and  annual  report  must  be  filed  with  the  Secretary  of  Labor  in  ac- 
cordance with  time  limits  specified  in  the  act.  In  addition,  the  act  provides  that 
forms  for  use  in  filing  these  reports  shall  be  prepared  by  the  Secretary  of  Labor 
and  made  available  to  plan  administrators  on  request.  Finally,  the  legislation 
requires  that  the  Secretary  of  Labor  make  such  plan  descriptions  and  annual 
reports  available  for  examination  in  a public  documents  room. 

II.  PROPOSED  PROGRAM 

In  carrying  out  the  Secretary’s  responsibilities  for  administering  this  law,  the 
following  activities  will  be  required: 

A.  Design  of  forms 

Forms  for  the  use  of  plan  administrators  in  filing  plan  descriptions  were  de- 
veloped and  made  available  early  in  December  1958.  The  act  requires  plan  ad- 
ministrators to  file  plan  descriptions  not  later  than  90  days  after  January  1,  1959, 
for  plans  then  in  existence,  and  within  90  Gays  of  the  establishment  of  a new  plan. 

Forms  for  use  in  filing  annual  reports  are  in  process  of  preparation  and  will 
become  available  in  late  January  or  in  February.  Annual  reports  must  be  filed 
within  120  days  after  the  date  in  1959  on  which  the  plan’s  policy  or  fiscal  year 
ends.  Depending  on  the  closing  date,  the  first  annual  reports  may  be  due  as 
early  as  May  1,  1959,  or  as  late  as  April  29,  1960.  Reports  are  required  annually 
thereafter. 

Sections  6 and  7 of  the  act  specify  the  types  of  information  required  to  be 
published  and  filed  with  the  Secretary  of  Labor.  In  the  preparation  of  each  of 
the  reporting  forms,  numerous  conferences  were  held  with  interested  groups, 
including  representative  employers,  the  National  Association  of  Manufacturers, 
the  chamber  of  commerce,  associations  of  banks,  insurance  companies,  account- 
ants, labor  organizations,  and  Federal  and  State  Government  agencies. 

Similar  meetings  will  be  required  periodically  to  obtain  from  users  of  the  forms 
their  comments  and  suggestions  in  order  to  assist  and  guide  the  Department  of 
Labor  in  the  revision  of  the  forms. 

B.  Review  of  submissions 

No  reliable  count  or  census  of  the  number  of  employee  benefit  plans  exists. 
Estimates  of  the  number  of  plans  vary  from  250,000  to  1,250,000.  For  pur- 
poses of  the  preparation  of  initial  budget  estimates  and  until  statistical  informa- 
tion becomes  available,  this  request  for  funds  has  been  based  upon  the  receipt 
and  processing  of  approximately  250,000  plans. 

Each  of  the  filings — the  plan  description  and  the  annual  report — must  disclose 
details  as  to  the  identity  of  administrators  and  trustees,  benefits  provided  and 
method  financing,  operating  statistics,  income,  investments  and  expenses,  insur- 
ance carriers,  and  premiums  and  benefits  paid.  The  more  detailed  annual  report 
requires  specific  information  on  various  types  of  plans,  a statment  of  employees 
covered,  benefits  provided,  insurance  premiums  and  commissions  paid,  income 
and  disbursements,  assets  and  liabilities,  and  an  explanation  of  investments  and 
loans  by  parties  at  interest. 
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The  Bureau  will  receive,  identify,  examine,  process,  tabulate,  and  file  a min- 
imum of  250,000  plan  descriptions  and  a similar  number  of  annual  reports,  each 
filed  in  duplicate,  together  with  the  attachments.  Of  this  workload,  all  of  the 
plan  descriptions  and  some  portion  of  the  annual  reports  will  require  processing 
by  the  end  of  the  current  fiscal  year.  The  period  January  1-March  31  will 
constitute  an  extremely  heavy  peak  because  of  the  requirement  that  all  plan 
descriptions  be  filed  within  90  days  after  January  1,  1959. 

C.  Public  documents  room 

A public  documents  room  will  be  equipped,  staffed,  and  made  ready  for  use 
by  the  public.  It  is  anticipated  that  a substantial,  but  unknown  number  of 
requests  will  be  made  to  examine  documents.  In  addition  to  making  documents 
available  in  Washington,  arrangements  will  be  made  to  provide  copies  by  mail 
and  at  cost  of  materials  requested,  in  order  to  avoid  the  need  for  each  inquirer 
to  appear  in  person  at  the  public  documents  room. 

D.  Information  and  correspondence 

The  newness  of  the  disclosure  program  coupled  with  the  hundreds  of  thousands 
of  plan  administrators  or  employers  covered  by  the  law  and  the  millions  of  plan 
participants  or  beneficiaries  has  already  given  rise  to  the  receipt  of  thousands  of 
inquiries  and  requests  for  information.  It  is  anticipated  that  the  volume  of  such 
inquiries  will  continue  to  be  quite  substantial,  especially  during  the  first  year  of 
the  law’s  operation.  To  meet  and  satisfy  these  demands,  the  Bureau  will  establish 
a unit  to  carry  out  this  activity,  coordinating  it  with  informational  functions  and 
the  operation  of  the  public  documents  room. 

E.  Statistical  data 

Information  will  be  compiled  on  the  magnitude  and  principal  characteristics 
of  welfare  and  pension  plans.  These  data  will  be  used  for  administrative  purposes 
and  also  to  give  to  the  Congress  and  the  public  at  large  information  indicating 
the  overall  significance  and  influence  of  employee  benefit  plans  upon  the  economy. 
Tabulations  will  be  prepared  showing  the  number  of  welfare  and  pension  plans 
for  which  reports  have  been  received,  the  type  of  administration,  groups  of 
employees  covered  by  plans,  the  fiscal  or  reporting  37ear,  from  whom  contributions 
are  received  and  the  total  amount  of  contributions,  assets  of  plans  and  similar 
information  basic  to  an  adequate  understanding  of  the  present-day  importance 
of  these  plans.  Analysis  of  specific  problem  areas  in  the  reporting  of  information 
required  by  the  law  will  also  be  made  in  order  to  assure,  or  determine,  that  the 
disclosure  requirements  are  being  satisfied. 

III.  ORGANIZATION  AND  FUNCTION 

This  activity  will  be  carried  out  by  the  newly  established  Division  of  Welfare 
and  Pension  Reports. 
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IV.  STAFFING 


The  following  staff  is  requested  for  this  activity: 


Number 

Amount 

► 

Personal  services: 

OS-18  Chief  of  division 

1 

$12, 771 
11. 357 
11.357 
11.357 

9. 901 

9. 901 

9. 901 
8. 341 

GS-14 

Assistant  chief  

1 

OS-14 

Financial  analyst 

1 

GS-14 

Welfare  and  pension  analyst 

1 

GS-13 

Assistant  to  chief 

1 

GS-13 

Chief,  branch  of  records  and  reports 

1 

GS-13 

Chief,  branch  of  inquiry  and  disclosure 

1 

GS-12 

Information  officer  

1 

OS-11 

Administrative  officer 

1 

7, 030 

5,  990 
4, 992 
4,  992 
4, 992 

13.479 
8,112 
170,352 
4, 056 
4, 056 
12, 168 
67,  770 
17,  575 

6,  532 

GS-9 

Personnel  assistant 

1 

OS-7 

Secretary.  

1 

GS-7 

Documents  supervisor..  

1 

GS-7 

Management  services  assistant 

1 

GS-6 

Secretary 

3 

GS-5 

Docket  clerk 

2 

GS-5 

Examiner 

42 

GS-5 

Correspondence  clerk 

1 

GS-5 

Clerk  _ . 

1 

GS-5 

Secretary 

3 

GS-4 

Clerk.... 

18 

1 GS-3 

Clerk 

5 

L GS-2 

Messenger 

2 

Total  permanent 

90 

416,  982 
254, 382 

Deduct 

lapses.. 2 

54 

Net  permanent 

36 

162, 600 
100, 000 
1,600 

Temporarv  employment 

Regular  nav  above  52-week  base  

Total  nersonal  services  .. 

264,200 

Nonlabor  costs: 

Travel 

1,000 

300 

Transportation  of  things 

Communication  sorvicos 

17. 000 

75. 000 

Printing  and  reproduction  . 

Other  contractual  services  

26,700 

Supplies  and  materials  

15,  600 
37,  000 

Equipment 

Grants,  subsidies,  and  contributions..  

10.  700 

Taxes  and  assessments  _ _ _ __ 

2,500 

Total  nonlabor  costs  _ 

185, 800 

Total  obligations  

450, 000 

PAY  INCREASES 

The  total  request  for  increased  costs  under  the  Federal  Employees’  Salary  In- 
crease Act  of  1958  (Public  Lav/  85-462,  72  Stat.  203)  is  884,000,  as  follows: 


01  Personal  services $76,  000 

Transfer  to  working  capital  fund: 

04  Communication  services 700 

06  Printing  and  reproduction 600 

07  Other  contractual  services 700 

08  Supplies  and  materials 600 

11  Grants,  subsidies,  and  contributions 5,400 


Total.. - - 84,000 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959  267 


Bureau  of  Labor  Standards 


EXPLANATION  OF  ADDITIONAL  PERSONAL  AND  NONPERSONAL  SERVICES 

DISTRIBUTION 


Personal  services 

The  total  estimate  of  $398,200  will  provide  for  the  following: 


Safety 

Welfare  and 
pension 

Total 

Number  of  positions 

71 

22 

90 

161 

Nnmhpr  of  man-years  

36 

58 

Permanent  positions.  _ 

$131,  200 
100, 000 

$162, 600 

$293. 800 
100,000 
1,000 
3,400 

Temporary  employment 

Part-time  employment 

1,000 

1,600 

Extra  days’  pay 

1,800 

Total 

233,  000 

165,200 

398,200 

T ravel 

The  total  estimate  of  $21,000  will  provide  $20,000  for  maritime  safety  for 
approximately  1,000  days  (at  $20  per  day)  of  travel  for  promotional  and  inspec- 
tional  visits,  training  courses,  investigations,  etc.,  including  necessary  travel  for 
training;  and  $1,000  for  welfare  and  pension  travel. 

Transportation  of  things 

The  total  estimate  of  $500  will  provide  for  bulk  shipment  of  forms  and  publica- 
tions; $200  for  maritime  safety  and  $300  for  welfare  and  pension. 

Communication  services 

The  total  estimate  of  $22,000  will  provide  for  the  following: 


Safety 

Welfare  and 
pension 

Total 

Switchboard  and  toll  calls 

$3,000 

1,000 

1,000 

$1,800 

$4,800 
13.  000 
4,  200 

Penalty  mail  > 

12, 000 
3,  200 

Working  capital  fund.. 

Total 

5, 000 

17, 000 

22,  000 

Rents  and  utility  services 

The  estimate  of  $9,900  will  provide  for  rental  of  field  offices  for  maritime 
safety. 

Printing  and  reproduction 

The  total  estimate  of  $93,000  will  provide  for  the  following: 


Safety 

Welfare  and 
pension 

Total 

Promotional  and  technical  bulletins  

$10, 000 

$10, 000 
60, 000 
5.000 
18,000 

Plan  description  (D-l)  and  annual  report  (D-2)  forms ... 

Miscellaneous  printing 

$60, 000 
5,000 
10,000 

Working  capital  fund __  __  

8,000 

Total 

18,000 

75,000 

93, 000 

Other  contractual  services 

The  total  estimate  of  $50,400  will  provide  for  the  following: 


Safety 

Welfare  and 
pension 

Total 

Statistical  surveys 

$25,000 

13,000 

400 

300 

$10,000 

500 
1, 200 

$35,000 
13,000 
900 
1,  600 

W orking  capital  fund  for  construction  of  training  aids 

Employee  insurance 

Miscellaneous  services 

Total 

38. 700 

11, 700 

50, 400 

2G8 
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Supplies  and  materials 


The  total  estimate  of  $19,600  will  provide  for  the  following: 


Safety 

Welfare  and 
pension 

Total 

Operating  supplies. 

$3, 200 
800 

$8, 000 
7, 600 

$11,200 
8.  400 

Transfer  to  working  capital  fund 

Total 

4 000 

1 k con 

19,600 

ID,  OUU 

Equipment 


The  total  estimate  of  $53,500  will  provide  for  the  following: 


Safety 

Welfare  and 
pension 

Total 

Equipping  new  positions 

$16,  500 

$18, 000 
3, 000 
16,  000 

$34, 500 
3,000 
16,000 

Equipment  for  temporary  employment 

Filing  equipment  (including  shelving,  document  boxes,  etc.)— 
Total  

16, 500 

37,000 

53,500 

Grants , subsidies,  and  contributions 

The  total  estimate  of  $19,400  will  provide  for  the  Government’s  contribution 
to  the  civil  service  retirement  fund:  $8,700  for  maritime  safety  and  $10,700  for 
welfare  and  pension. 

Taxes  and  assessments 

The  estimate  of  $2,500  provides  for  social  security  coverage  for  temporary 
employment  for  welfare  and  pension. 


Summary  of  new  positions  requested 


Number 

Amount 

For  expanded  maritime  safety  activities: 

OR-IK  Safetv  engineer  _ _ _ 

1 

$12,  771 
22,  714 
45,  428 
19,  802 
9,901 
16.  682 

8.  341 
100,  092 
133,  570 

4.  992 
4,  493 
4,056 
32.  448 
56,  475 
3,  495 

12,  771 
11,357 
11,357 
11,  357 

9,  901 
9,  901 
P,  P01 

GS-14 

GS-14 

GS-13 

GS-13 

GS-12 

GS-12 

GS-12 

GS-11 

GS-7 

GS-6 

GS-5 

GS-5 

GS-4 

as-s 

Safety  engineer 

2 

Area  supervisor 

4 

Code  development  and  training  specialist 

2 

Information  specialist 

1 

Technical  writer 

2 

Statistician 

1 

Safety  inspector 

12 

Safety  inspector 

19 

Management  services  assistant 

1 

Editorial  clerk 

1 

Statistical  clerk  

1 

Secretary  . 

8 

Stenographer 

15 

Cl  Ark"  " _ 

1 

For  registration  and  disclosure  of  welfare  and  pension  plan  data: 
fTQ  IK  P/hip.f  nf  division 

1 

GS-14 

GS-14 

GS-14 

GS-13 

GS-13 

GS-13 

GS-12 

GS-11 

GS-9 

GS-7 

GS-7 

GS-7 

GS-6 

GS-5 

GS-5 

GS-5 

GS-5 

GS-5 

GS-4 

Assistant  chief-  

1 

Statistician  _ __ 

1 

Economist  

1 

Assistant  to  chief - 

1 

Chief  branch  of  records  and  reports  

1 

Chief  branch  of  inquiry  and  disclosure 

1 

Information  officer  ..  

1 

8, 341 
7, 030 
5,  990 
4,  992 
4,  992 
4,  992 
13. 479 

A rlminist.rative  officer  . 

1 

Personnel  assistant  

1 

Secretarv  

1 

poenments  supervisor  _ _ 

1 

Management  services  assistant  

1 

Secretarv  

3 

Docket  clerk  

2 

8,  112 
170, 352 
4,  056 
4, 056 
12, 168 
67,  770 

Pvaminer  

42 

C, orrespon rl en ce  clerk  

1 

Clerk  ^ ' 

1 

Secretarv  

3 

Clerk - - 

18 
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Summary  of  new  positions  requested — Continued 


Number 

Amouut 

For  registration  and  disclosure  of  welfare  and  pension  plan  data— Cont. 

OS-3  Clerk  _ 

5 

$17, 575 
6.  532 

GS-2  Messenger.  

2 

Total  permanent  

161 

892.  242 
598,  442 

Deduct  lapses  . 

103 

Net  permanent  

58 

293, 800 
3, 400 

Regular  pay  above  52-week  base 

All  personal  services 

297,200 

Operating  statistics,  1959 

Consultation  and  promotion  contacts: 

Longshore-stevedores,  shipping  companies,  trade  associations, 


insurance  companies,  unions 320 

Ship  repair 130 

Evaluation  surveys  and  contacts: 

Ships 150 

Shipyards 85 

Training  courses  and  talks 80 

Students 500 

Publications  developed 5 

Copies  distributed 100,  000 

Visual  aids  developed 3 


Proposed  staffing  pattern 


15 

14 

13 

12 

11 

7 

6 

5 

4 

3 

Total 

Departmental.  

1 

2 

3 

3 

1 

1 

5 

4 

20 

Field: 

Area  I: 

New  York ..  

1 

1 

5 

1 

2 

1 

11 

3 

Boston..  . 

1 

1 

1 

Philadelphia . 

1 

1 

1 

3 

Chicago . 

1 

1 

1 

3 

Cleveland . 

1 

(') 

1 

1 

Area  II: 

Baltimore . 

1 

1 

1 

1 

5 

Norfolk  . . . . . 

1 

(') 

(') 

(*) 

1 

1 

Jacksonville..  . 

1 

1 

Savannah . 

1 

1 

Area  III: 

New  Orleans.. 

1 

1 

1 

1 

5 

Mobile  

1 

(b 

1 

1 

3 

Galveston.  ..  

1 

1 

Houston  ..  . . 

2 

1 

3 

Area  IV: 

San  Francisco . . 

1 

1 

1 

1 

1 

5 

Los  Angeles ....  

1 

(>) 

1 

1 

Seattle . . 

1 

1 

3 

Portland 

1 

O 

1 

Total,  field . ..  ----- 

4 

12 

19 

4 

11 

1 

51 

Grand  total _ ----- 

1 

6 

3 

15 

19 

1 

1 

9 

15 

1 

71 

1 Part-time  employment. 
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DEPARTMENT  OF  HEALTH,  EDUCATION,  AND  WELFARE 

Food  and  Drug  Administration 

STATEMENTS  OF  JOHN  L.  HARVEY,  DEPUTY  COMMISSIONER; 
JAMES  B.  CARDWELL,  ASSISTANT  EXECUTIVE  OFFICER;  DANIEL 
0.  MATHEWSON,  ACTING  FOR  DEPARTMENT  BUDGET  OFFICER 


RESTORATION  OF  HOUSE  REDUCTION 


Senator  Hill.  The  committee  has  received  a letter  from  the 
Secretary  of  the  Department  of  Health,  Education,  and  Welfare, 
indicating  that  no  appeal  is  made  for  restoration  with  respect  to 
several  of  the  items  reduced  by  the  House.  But  appeal  is  made  for 
restoration  of  three  of  the  House  reductions  in  items  for  the  Food 
and  Drug  Administration,  for  the  construction  of  Indian  health  facili- 
ties, and  for  the  White  House  Council  on  Aging.  Mr.  Flemming’s 
letter  will  be  placed  in  the  hearings,  and  we  will  proceed  to  take  up 
the  items  in  the  order  in  which  they  appear  in  the  bill. 

(The  letter  referred  to  follows:) 


The  Secretary  of  Health,  Education,  and  Welfare, 

Washington,  April  6,  1959. 

Hon.  Carl  Hayden, 

Chairman , Committee  on  Appropriations,  U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman:  I have  carefully  reviewed  the  action  of  the  House  in 
passing  H.R.  5916,  the  second  supplemental  appropriation  bill,  1959,  with  respect 
to  those  items  contained  therein  for  this  Depratment.  This  review  was  conducted 
for  the  purpose  of  ascertaining  our  ability  to  discharge  our  program  responsibilities 
within  the  limits  of  the  funds  allowed  by  the  House.  With  the  exception  of  three 
items,  we  have  determined  that  the  programs  affected  can  be  operated  the  re- 
mainder of  this  fiscal  year  without  serious  deleterious  consequences.  This  can 
be  accomplished  by  exercising  the  most  stringent  economies,  by  deferring  employ- 
ment and  purchases  of  equipment  and  supplies,  and  holding  other  types  of 
obligations  to  minimum  levels. 

The  three  items  which  do  give  me  grave  concern  are  (1)  the  supplemental 
estimate  for  the  Food  and  Drug  Administration,  which  was  apportioned  on  a 
deficiency  basis  early  in  the  fiscal  year  to  enable  us  to  administer  the  food  addi- 
tives amendment  passed  late  in  the  last  session  of  Congress;  (2)  the  reduced  esti- 
mate for  the  construction  of  the  Indian  hospital  at  Sells,  Ariz.,  which  is  already- 
designed  at  minimum  size  and  which  would  be  both  costly  and  time  consuming 
to  redesign;  and  (3)  the  grants  portion  of  the  estimate  for  the  White  House  Council 
on  Aging.  The  House  action  will  result  in  reducing  the  already  minimum  grant 
of  $15,000  for  each  State  to  $14,000,  an  amount  which  we  feel  is  already  inade- 
quate to  achieve  proper  planning  by  the  States.  The  full  effect  of  the  House  action 
with  respect  to  these  three  items,  as  well  as  the  others  contained  in  the  bill,  will 
be  explained  more  fully  in  the  justifications  which  will  be  presented  to  your 
committee. 

Your  favorable  consideration  of  the  enclosed  proposed  amendments  requesting 
restoration  of  the  House  reductions  to  the  three  foregoing  items  will  be  deeply 
appreciated.  If  any  information  further  than  that  referred  to  is  desired  by  you  or 
the  committee,  we  shall  be  glad  to  furnish  it. 

Sincerely  yours, 

Arthur  S.  Flemming, 

Secretary. 
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Department  of  Health,  Education,  and  Welfare 


Change  by  House  of  Representatives 


Account 

Reduction 

Restoration 

requested 

Food  and  Drug  Administration:  Salaries  and  expenses 

Office  of  Education: 

Payments  to  school  districts—  

— $78,  000 

+20,  000,  000 
+24,  600,  000 
-226,  000 

-50,  000 
-186,000 

-2,311,000 
-16, 840,000 

(-9,  800) 
-1,600 
(-1,  600) 
-56,  000 

$78,000 

Assistance  for  school  construction - 

Salaries  and  expenses 

Public  Health  Service: 

Assistance  to  States,  general  __  - — __  _ 

Construction  of  Indian  health  facilities  (Sells,  Ariz.)  

Social  Security  Administration: 

Salaries  and  expenses,  Bureau  of  Old-Age  and  Survivors  Insurance 

Grants  to  States  for  public  assistance 

186, 000 

Office  of  the  Secretary: 

Office  of  Field  Administration:  Transfer 

Office  of  the  General  Counsel. 

Transfer..  . 

White  House  Council  on  Aging ..  

54, 000 

Amendments  Requested  to  H.R.  5916,  86th  Congress,  in  the  Senate  of 

the  United  States 

food  and  drug  administration 

1.  Page  13,  line  20,  strike  out  “$1,072,000”  and  insert  “$1,150,000”. 

PUBLIC  HEALTH  SERVICE 

2.  Page  14,  line  22,  strike  out  “$1,700,000”  and  insert  “$1,886,000”. 

WHITE  HOUSE  COUNCIL  ON  AGING 

3.  Pa^e  17,  line  15,  strike  out  “$790,000”  and  “$756,000”  and  insert  “$844,000” 
and  “$810,000”,  respectively. 

JUSTIFICATION 

Senator  Hill.  For  the  Food  and  Drug  Administration  a reduction 
of  $78,000  from  the  Supplemental  request  for  $378,000  to  finance  the 
work  under  the  Food  Additive  Amendments  of  1958  was  made  the 
House  and  we  have  an  appeal  for  restoration  of  this  cut.  We  will 
insert  certain  portions  of  the  justifications  and  will  hear  from  the 
Deputy  Commissioner,  Mr.  Harvey,  in  support  of  the  appeal. 

(The  material  referred  to  follows:) 

This  proposed  supplemental  appropriation  includes  $378,000  for  activities 
made  necessary  by  the  enactment  of  Public  Law  85-929,  approved  September  6, 
1958,  which  amends  the  Federal  Food,  Drug,  and  Cosmetic  Act  to  prohibit  the 
use  in  foods  of  additives  which  have  not  been  adequately  tested  to  establish  their 
safety.  The  remaining  $772,000  is  for  increased  pay  costs  authorized  under 
Public  Law  85-462. 

On  October  7,  1958,  this  appropriation  was  reapportioned,  pursuant  to  section 
3679  of  the  Revised  Statutes,  as  amended  (31  U.S.C.  665),  on  a basis  which 
indicated  a necessity  for  a supplemental  estimate.  This  action  was  reported  to 
the  Congress  by  the  Director  of  the  Bureau  of  the  Budget  on  that  date. 
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Program  and  financing 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 

Program  by  activities: 

1.  Field  inspections,  investigations,  and  laboratory  anal- 
yses   

$7, 167, 600 
1,  709,  200 
521, 100 
573,  400 
600,  700 
-5, 813 
-772,  000 

$7, 265, 900 
1, 945, 800 
548, 600 
573,  400 
616,  300 
-5, 813 

+$98, 300 
+236, 600 
+27, 500 

2.  Research  and  methodology 

3.  Compliance,  consultation,  and  education 

4.  Medical  evaluation 

5.  Executive  direction  

+ 15,  600 

6.  1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases 

Total  obligations  

+772, 666 

9,  794. 187 
5, 813 

10,  944, 187 
5, 813 

1, 150,  000 

Financing:  1959  appropriation  available  in  1958 

New  obligational  authority 

9,  800,  000 

10,  950, 000 

1, 150,  000 

Object  classification 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

A verage  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services 

02  Travel..  .....  

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

08  Supplies  and  materials 

Samples 

09  Equipment - 

11  Grants,  subsidies,  and  contributions:  Contribution  to 

Civil  Service  Retirement  Fund 

13  Refunds,  awards,  and  indemnities 

15  Taxes  and  assessments..  

Program  obligated  in  19  "8 

Supplemental  required  for  pay  increases 

Total  obligations 


19'9 

presently 

available 

199 

revised 

estimate 

19  9 

increase 

1, 251 
6 

1,312 

6 

+61 

1, 191 

1,225 

+34 

1,228 

1,288 

+60 

$7,  782,  600 

$8, 002,  300 

+219,  700 

38,  noo 

38, 000 

50, 000 

.50,  000 

- -- 

7, 870, 600 

8, 090, 300 

+219,700 

436,  rC0 

419,500 

+ 13,  000 

84. 800 

85, 800 

+ 1,000 

113,  700 

115,  700 

+2, 000 

1,800 

1,800 

•r9.  700 

60.  600 

+900 

181, 9^0 

184,  c00 

+2,  600 

■K4, 000 

87,  000 

33, 000 

309, 100 

322, 100 

+ 13, 000 

1 14, 400 

118, 400 

+4,  000 

838,  500 

913,  300 

+74, 800 

501, 800 

515, 800 

+14,000 

3, 000 

3, 000 

2,200 

2,  200 

-5,813 

-5,813 

-772,  000 

+772, 000 

9,794,  187 

10, 944, 187 

+ 1, 150, 000 

Narrative  Justification 

A supplemental  appropriation  is  requested  for  1959  to  implement  the  Food 
Additives  Amendment  of  1958  (Public  Law  8r-929)  and  to  provide  for  increased 
costs  associated  with  the  Federal  Employees  Salary  Increase  Act  of  1958  (Public 
Law  85-462).  The  amount  of  the  supplemental  requested  is  $1,150,000  and  is 


broken  down  as  follows: 

1959  cost  of  1958  Pay  Act $772,  000 

Cost  required  to  implement  the  food  additives  amendment 378,  000 

Total  supplemental 1,  150,  000 


NEED  FOR  SUPPLEMENTAL  APPROPRIATION,  FOOD  ADDITIVES  AMENDMENT 

Public  Law  85-929  amends  the  Federal  Food,  Drug,  and  Cosmetic  Act  to  pro- 
hibit the  use  in  foods  of  additives  which  have  not  been  adequately  tested  to 
establish  their  safety.  Enactment  of  the  new  law  has  immediate  implications 
involving  the  health  and  welfare  of  the  people.  The  new  amendment  places 
new  and  immediate  responsibilities  on  the  Food  and  Drug  Administration  which 
were  not  contemplated  in  the  regular  1959  budget  and  subsequent  appropriation 
action. 
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ADDITIONAL  RESPONSIBILITIES  UNDER  THE  NEW  AMENDMENT 

The  following  additional  responsibilities  are  added  under  the  new  amendment: 

(1)  Responsibility  calling  for  a precise  determination  by  the  Food  and  Drug 
Administration  to  insure  that  every  single  substance  to  be  added  to  a food  or  to 
be  used  in  the  production,  manufacturing,  packing,  processing,  preparing,  treat- 
ing, packaging,  transporting  or  holding  of  food  is  safe  under  the  conditions  of  its 
actual  or  intended  use,  including  responsibility  for  the  establishment  of  tolerances. 
(Pesticide  chemicals  in  or  on  raw  agricultural  products  are  excluded  due  to  their 
coverage  under  the  basic  law.) 

(2)  The  issuance  of  regulations  prescribing  the  conditions  (including  specific 
tolerances)  under  which  an  additive  may  be  used — either  on  the  basis  of  determi- 
nations made  as  a result  of  petitions,  or  as  a result  of  evaluation  made  at  the 
initiative  of  the  Food  and  Drug  Administration. 

(3)  Increased  emphasis  on  the  enforcement  aspects  of  the  food  and  drug  pro- 
gram (establishment  inspections,  sample  and  data  collection,  and  laboratory 
analysis)  to  insure  that  (1)  additives  which  have  not  been  cleared  are  not  used  in 
foods  which  flow  in  interstate  commerce  and  (2)  where  an  additive  has  been  ap- 
proved, it  is  used  under  conditions  consistent  with  the  approval.  This  latter 
requirement  pertains  primarily  to  tolerances. 

SOURCE  OF  PETITIONS 

Petitions  under  the  new  amendment  will  come  from  several  sources:  chemical 
manufacturers  of  additives,  food  manufacturers  and  processors,  container  manu- 
facturers, producers  of  raw  materials  for  containers  and  packages  such  as  paper 
and  adhesive  manufacturers,  and  others.  While  no  estimate  is  available  as  to  the 
total  number  to  be  received,  the  following  information  is  available  indicating  the 
source  of  petitions: 

Chemical  manufacturers 

The  last  census  of  manufacturers  lists  a total  of  11,075  establishments  develop- 
ing and  producing  chemicals  and  allied  products.  This  major  group  includes 
establishments  producing  basic  chemicals,  and  establishments  manufacturing 
products  by  predominantly  chemical  processes. 

Of  the  11,075  chemical  manufacturing  establishments,  the  following  are  con- 
sidered to  be  the  ones  most  likely  to  manufacture  chemicals  and  other  materials 
for  use  in  foods,  containers,  and  other  products  subject  to  the  act. 

Number  of 
establish- 


Classes  of  manufacture:  merits 

Inorganic  chemicals 518 

Organic  chemica  s 772 

Gums  and  wood  products 117 

Vegetable  and  animal  oils 1,  013 

Chemical  products,  not  classified 4,  070 


Total 6,  490 


On  the  basis  of  census  data  and  information  obtained  from  the  Manufacturing 
Chemists  Association,  we  estimate  that  there  may  be  as  many  as  2,500  chemical 
manufacturing  firms  (not  establishments)  representing  potential  petitioners. 

Food  manufacturers,  processors,  and  storers  of  food 

The  degree  to  which  potential  petitioners  exist  in  this  area  is  not  certain.  We 
do  know,  as  a result  of  the  recent  FDA  workload  survey  which  was  conducted  in 
1957-58,  that  there  are  73,000  food  manufacturing,  processing,  and  storage  estab- 
lishments subject  to  FDA  inspection.  Of  this  number,  about  26,000  are  not 
likely  to  represent  potential  petitions  due  to  the  nature  of  their  operations.  This 
leaves  a balance  of  47,000  establishments  as  either  actual  or  potential  users  of 
additives  for  which  petitions  will  be  filed.  We  do  not  yet  know  the  number  of 
firms  represented  by  this  statistic.  It  is  certain  that  a large  number  of  petitions 
will  come  from  this  source. 

Container  manufacturers 

It  can  be  expected  that  petitions  will  be  received  from  food  container  manu- 
facturers because  of  chemicals  used  in  enamel-lined  cans,  in  closures  for  glass 
containers,  in  the  production  of  plastic  and  paper  containers,  etc.  The  Thomas 
Directory  of  Manufacturers  lists  362  firms  that  manufacture  containers  (plastic, 
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glas9,  tin,  other  metals,  fiber,  and  paper)  not  including  shipping  cartons.  These 
362  firms  may  be  regarded  as  the  potential  universe  for  the  food  container  in- 
dustry. However,  producers  of  raw  materials,  such  as  paper  and  adhesives, 
probably  represent  the  largest  source  of  petitions  in  the  field  of  containers  and 
packages. 

IMPLEMENTATION  OF  THE  NEW  AMENDMENT  DURING  1959 

The  Food  and  Drug  Administration  is  faced  with  immediate  workloads  for 
which  it  is  currently  neither  staffed  nor  equipped  to  undertake.  These  -workloads 
include: 

Issuance  of  regulations 

Regulationmaking  represents  a basic  and  continuing  responsibility  under  the 
new  amendment.  The  Secretary  is  required  to  issue  the  following  regulations 
immediately: 

(1)  Regulations  citing  the  full  implications  of  the  new  law  from  both  the 
standpoint  of  manufacturers,  processors,  etc.,  and  the  Food  and  Drug  Adminis- 
tration. These  regulations  will  establish — • 

(а)  The  administrative  procedure  to  be  followed  in  connection  with  the 
filing  and  processing  of  petitions. 

(б)  The  technical  procedure  to  be  followed  by  both  industry  and  FDA  in 
the  development  of  tolerances  for  additives  currently  in  use  as  well  as  new 
additives. 

(c)  The  above  regulations  were  issued  in  the  Federal  Register  in  the  form 
of  proposals  on  December  9,  1958.  Following  review  and  comment  by 
interested  parties  final  regulations  are  expected  to  be  issued  effective  in 
early  March. 

Compilation  of  data  and  development  of  methods 

Additives  have  been  put  in  or  on  foods  since  time  began.  The  Food  and  Drug 
Administration  has  given  special  attention  to  the  problem  for  years  and  has 
prohibited  the  use  of  numerous  additives.  It  has  at  the  same  time  sanctioned — 
either  formally  or  informally — the  use  of  many  additives.  Even  so,  the  Food 
and  Drug  Administration  does  not  have  complete  data  on  the  extent  to  which 
additives  are  being  used  in  foods — where,  by  whom,  etc. 

In  many  cases  Food  and  Drug  lacks  the  necessary  analytical  techniques  and 
methods  required  to  implement  the  new  amendment  both  from  the  standpoint  of 
making  determinations  as  to  safety  and  the  establishment  and  control  of  tolerances. 
The  compilation  of  data  needed  to  identify  the  extent  and  condition  of  additive 
usage  and  to  support  determinations  of  safety  will,  along  with  the  development 
of  new  analytical  methods,  require  immediate  attention. 

1.  Compilation  of  supporting  data. — One  of  the  first  steps  under  the  new  amend- 
ment involve  the  making  of  determinations  regarding  those  additives  already  in 
use.  The  amendment  specifically  exempts  additives  which  were  in  use  prior  to 
January  1,  1958,  from  the  enforcement  provisions  of  the  law  for  a period  of 
18  months.1  This  grace  period  was  established  to  give  the  Food  and  Drug  Admin- 
istration and  affected  manufacturers  and  processors  sufficient  time  to  develop  the 
necessary  data  to  support  determinations  of  safety  and  the  establishment  of 
tolerances.  FDA  is  approaching  this  requirement  in  two  •ways: 

(a)  The  establishment  of  a master  file  of  existing  data:  Under  this  plan 
all  existing  records  in  possession  of  FDA  (correspondence,  scientific  journals 
and  papers)  dealing  with  food  additives  now  in  use  will  be  assembled  and 
established  as  a master  file.  This  will  serve  as  a central  point  of  reference 
and  will  be  used — 

(1)  In  connection  with  the  reappraisal  of  food  additives  now  in  use 
which  have  received  prior  sanction  from  the  Food  and  Drug  Adminis- 
tration. 

(2)  To  validate  or  deny  statements  of  manufacturers,  etc.,  claiming 
prior  clearance. 

(3)  To  screen  and  process  inquiries  and  petitions. 

(4)  To  evaluate  the  extent  to  which  determinations  of  safety  and  the 
establishment  of  tolerances  are  required  for  heretofore  nonsanctioned 
additives  now  in  use. 

( b ) Establishment  of  data  collection  program  in  district  offices:  As  pointed 
out  above,  the  Food  and  Drug  Administration  has  limited  information  on 

1 This  period  may  be  extended  for  an  additional  12  months  tthe  discretion  of  the  Secretary  of  Health, 
Education,  and  Welfare. 
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the  extent  to  which  chemical  additives  are  used,  the  products  and  users 
involved,  and  the  history  of  their  use. 

A program  will  be  instituted  in  each  district  office  to  provide  answers  to 
these  questions.  This  will  be  accomplished  by  extending  the  present  average 
time  allowed  in  the  field  for  inspections  of  food  establishments. 

2.  Development  of  analytical  methods. — This  represents  an  imposing  problem  in 
the  administration  of  the  food  additives  amendment.  Until  now,  FDA  has 
operated  under  a concept  recognizing  an  additive  as  being  either  harmful  or 
harmless,  per  se.  Under  this  concept,  additives  have  been  tagged  as  “harmful” 
if  under  any  condition  or  in  any  quantity  they  produced  a toxic  effect — either 
chronically  or  cumulatively.  The  new  law  requires  that  if  the  additive  achieves 
its  intended  effect  and  can  be  used  under  certain  conditions  and  in  certain  quan- 
tities without  harm  it  may  be  used  under  a safe  tolerance.  In  every  case  the 
additive  must  be  evaluated  in  terms  of  its  cumulative  effect. 

While  it  is  true  that  the  burden  of  proof  rests  with  the  petitioner  in  the  estab- 
lishment of  a tolerance,  experience  with  pesticides  and  new  drug  programs  has 
shown  that  FDA  must  be  geared  to  appraise  and  evaluate  the  techniques  used 
by  the  petitioner  in  support  of  his  claims  for  the  safety  of  an  additive. 

A second  and  more  immediate  problem  arises  from  the  fact  that  FDA  must 
develop  analytical  methods  and  techniques  to  be  used  by  the  district  offices  to 
assure  that,  once  established,  tolerances  are  not  being  violated.  Additives  in 
foods  represent  an  extremely  complicated  field  of  analysis  involving  innumerable 
substances  in  the  most  minute  quantities.  The  methods  needed  to  meet  this 
need  for  the  most  part  do  not  exist  and  must  be  developed. 

Processing  of  petitions  and  program  coordination 

Petitions  are  now  being  received  by  FDA.  To  date  15  petitions  have  been  re- 
ceived by  FDA,  2 of  which  have  been  processed.  The  remaining  are  undergoing 
review.  While  the  exact  volume  of  petitions  to  be  received  during  the  first  phases 
of  the  program  is  not  known,  on  the  basis  of  past  experience  with  the  new  drug 
and  pesticide  programs  and  from  preliminary  information  already  received,  it  is 
clear  that  FDA  will  be  faced  with  innumerable  inquiries  and  requests  for  negotia- 
tions prior  to  the  filing  of  formal  petitions.  Such  negotiations  have  already  beeD 
encountered — over  500  informal  inquiries  have  already  been  received  concerning 
350  different  additives. 

Based  on  previous  experience,  FDA  has  set  up  a central  clearinghouse  through 
which  all  inquiries  and  requests  for  negotiations  will  be  processed.  This  group 
will  at  first  be  attached  to  the  Office  of  the  Commissioner  and  will  serve  as  a focal 
point  for  the  coordination  of  all  aspects  of  the  program,  including  the  establish- 
ment of  basic  policy,  the  issuance  of  regulations,  the  collection  of  records  and 
data,  and  the  development  of  necessary  scientific  research,  including  methods 
research. 

During  the  formative  period,  this  plan  will  have  the  advantage  of  providing 
adequate  program  coordination  with  minimum  impact  on  the  regular  ongoing 
programs  which  FDA  is  trying  to  strengthen  and  improve. 

As  the  program  advances,  this  group  will  be  integrated  into  the  regular  organi- 
zational structure. 

Additional  cost  required  to  implement  the  new  amendment,  $878,000. — Three 
hundred  and  seventy-eight  thousand  dollars  are  requested  to  add  61  new  positions 
in  1959.  A lapse  factor  of  47  percent  has  been  applied.  The  positions  to  be 
added  fall  into  five  categories  as  follows: 

^ Scientific  positions,  25  positions. — A total  of  25  positions — chemists,  pharmacolo- 
gists, biologists,  etc. — are  requested  for  assignment  to  the  departmental  staff. 
The  personnel  will  work  on  the  following: 

(1)  The  scientific  appraisal  and  evaluation  of  additives  necessary  to  the 
making  of  determinations  as  to  safety  and  the  establishment  of  tolerances. 
This  work  will  involve  an  evaluation  of  formal  petitions  as  well  as  reevalua- 
tions of  previous  actions  taken  by  the  Food  and  Drug  Administration. 

2.  Collaboration  in  the  preparation  and  issuance  of  regulations,  including 
regulations  involving  tolerances. 

3.  The  development  of  analytical  methods  and  techniques. 

Scientific  supporting  services , eight  positions. — Eight  positions  are  requested  to 
provide  the  necessary  support  for  the  new  professional  scientific  personnel  identi- 
fied above.  The  positions  requested  are  laboratory  aides,  animal  caretakers, 
laboratory  dishwashers,  etc. 

Supervisory  positions , three  positions. — Three  food  and  drug  officer  positions  are 
requested  to  establish  the  clearinghouse  procedure  outlined  above. 
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Clerical  positions , nine  positions. — This  category  includes  the  secretarial  staff 
needed  to  support  the  scientific  and  professional  positions  discussed  above.  A 
total  of  five  are  provided  for  this  purpose.  Also  included  are  four  clerical  and 
procedural  positions. 

Inspectional  positions,  16  positions. — Sixteen  new  positions  are  requested  for 
assignment  to  the  field — 1 inspector  position  to  be  added  to  each  of  the  16  district 
offices.  As  explained  above,  these  assignments  are  requested  to  establish  a 
special  program  of  data  collection  in  each  district.  This  will  be  accomplished  by 
extending  the  average  time  allocated  for  food  inspections  by  an  average  of  one 
hour  per  inspection,  computed  as  follows: 

Number  of  food  inspections  planned  for  1959  16,  500 

N umber  of  hours  per  inspection  (average) hours-  _ 7.  1 

Total  inspection  hours,  food  inspections do 117,  150.  0 

Add  1 hour  per  inspection  extending  food  inspection  average  to  8.1 

hours hours.  _ 16,  500.  0 


Total  hours,  food  inspections do 133,  650.  0 

Average  annual  inspection  hours  per  inspector  (food  inspections,  1,000  hours 
per  year).  Number  inspectors  required  16,500  inspections  divided  by  1,000 
hours  equals  16.5  inspectors. 

When  considered  on  the  basis  of  16  district  offices,  the  above  converts  to 
roughly  one  inspector  per  district  office. 

The  additional  inspection al  time  will  be  used  to  give  increased  attention  to 
food  additives  in  general  plus  the  collection  of  special  data  which  will  be  compiled 
to  identify  (1)  the  number  of  firms  using  additives,  (2)  when  used  initially,  (3) 
identification  of  additives  used,  (4)  the  extent  to  which  used,  and  (5)  the  history 
of  their  use. 

Other  objects  of  expense,  $158,800. — 

02  Travel:  The  additional  travel  requirements  for  the  16  new  inspector  posi- 
tions is  estimated  at  $12,800.  Travel  for  the  three  Food  and  Drug  officers  i» 
estimated  at  $200  for  a total  increased  travel  requirement  for  1959  of  $13,000. 
This  will  allow  63  travel  days  per  new  inspector  and  5 days  for  each  of  the  3 new 
Food  and  Drug  officers. 

03  Transportation:  An  amount  of  $1,000  is  estimated  for  this  purpose  to 
cover  shipping  costs  of  samples,  supplies,  materials,  etc. 

04  Communications:  The  total  communications  requirement  associated  with 
the  65  new  positions  is  estimated  at  $2,000. 

06  Printing  and  reoroduction : An  amount  of  $900  is  required  for  the  printing 
and  reproduction  of  additional  forms,  reports,  instructions,  etc.,  for  the  additional 
personnel. 

07  Other  contractual  services:  Contributions  for  Federal  employees  group 
life  insurance  for  1959  is  estimated  at  $800.  Cost  of  enlarging  office  and  scientific 
departmental  facilities  to  house  new  laboratory  and  related  installations  is  esti- 
mated at  $33,000.  This  work  will  be  performed  by  GSA.  Other  contractual 
services  are  estimated  at  $1,800  for  a total  of  $35,600. 

08  Supplies  and  material:  A total  of  $17,000  is  required  for  supplies  and  ma- 
terials, as  follows: 


Office  supplies  ($25  per  new  employee) $1,  625 

Scientific  supplies  ($400  per  scientific  position) 9,  900 

Inspectional  supplies 1,  475 

Additional  sample  collections 4,  000 


Total 17,000 

09  Equipment:  An  increase  of  $74,800  is  proposed  for  equipment,  as  follows: 
Laboratory  equipment  ($1,100  per  scientific  position  plus  $665  per  em- 
ployee for  laboratory  aids,  etc.) $36,  500 

Desks,  chairs,  and  related  items:  Furniture  etc.,  for  3 food  and  drug  offi- 
cer positions  ($500  each) 1,  500 

Desks,  chairs,  typewriters,  filing  equipment,  etc.,  for  all  other  em- 
ployees  14,  800 

Special  scientific  equipment 22,  000 


Total 


74,  800 
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Special  scientific  eciuipment  will  be  needed  immediately  to  conduct  the  special 
analyses  required.  Two  specific  items  which  are  not  included  in  the  regular  1959 
budget  are  included  in  this  supplemental  request:  one  ultraviolet  spectrophoto- 
meter and  one  infrared  spectrophotometer. 

11  Contributions  to  the  retirement  fund:  An  increase  of  $14,000  is  requested 
to  cover  contributions  to  the  retirement  fund. 

Increased  -pay  and  related  costs,  $772,000. — Two  provisions  of  Public  Law 
85-462,  Federal  Employees  Salary  Increase  Act  of  1958,  affect  pay  costs  for 
FDA  personnel: 

Section  2:  Authorizing  general  pay  increase  for  all  classified  positions. 

Section  12:  Authorizing  additional  exempt  positions  among  certain  scarce  pro- 
fessional scientific  skills. 

In  summary,  total  costs  related  to  the  two  provisions  are  as  follows: 


General  raise,  classified  employees $812,  900 

Cost  of  converting  4 scientific  positions  to  rates  equal  to  or  in  excess 
of  $17,500  (exempt  positions)  as  authorized  by  the  Civil  Service 
Commission  under  sec.  12,  Public  Law  85-462 10,  000 


Gross  supplemental  appropriation  reouest 822,  900 

Less  absorption  through  administrative  action 50,  900 


Net  supplemental  appropriation  required,  1959 772,  000 


General  Statement 

Mr.  Harvey.  Mr.  Chairman  and  members  of  the  committee,  the 
Food  and  Drug  Administration’s  supplemental  estimate  covers  two 
items:  $772,000  related  to  additional  pay  costs  authorized  by  the 
Federal  Employees  Salary  Increase  Act  of  1958  and  $378,000  to  finance 
the  food  additives  amendment  to  the  Federal  Food,  Drug,  and  Cos- 
metic Act. 

As  you  know,  this  amendment  was  passed  during  the  closing  days 
of  the  last  Congress,  too  late  to  permit  appropriation  action  for  the 
current  year. 

Senator  Hill.  You  mean  the  amendment  to  the  basic  act? 

Mr.  Harvey.  That  is  right. 

The  program  therefore,  is  currently  being  financed  on  a deficiency 
apportionment  basis.  The  Congress,  I believe,  was  notified  of  this 
action  last  October. 

If  I may,  I should  like  to  run  through  the  elements  of  increase 
included  in  the  supplemental.  The  $378,000  requested  for  implemen- 
tation of  the  food  additives  amendment  will  provide  61  additional 
positions,  including  scientific  positions  (chemists,  pharmacologists, 
and  bacteriologists),  laboratory  personnel,  and  some  additional  inspec- 
tional  staff  to  be  placed  in  Food  and  Drug  district  offices  to  work  on 
the  initial  enforcement  of  the  law.  As  you  know,  this  new  amend- 
ment requires  that  the  Food  and  Drug  Administration  establish 
safety  tolerances  for  food  additives  based  on  findings  presented  to 
the  Food  and  Drug  Administration  by  industry. 

SAFETY  TOLERANCES  FOR  FOOD  ADDITIVES 

We  know  from  past  experience  with  other  provisions  of  our  law 
requiring  the  establishment  of  safety  tolerances  that  the  task  of 
evaluating  scientific  evidence  submitted  by  industry  is  not  merely  a 
question  of  routine  administrative  procedure.  To  the  contrary,  it  is 
a process  which  requires  competent  scientific  evaluation  of  data  deal- 
ing with  the  complex  problem  of  toxicity.  The  scientific  positions 
requested  in  this  supplemental,  therefore,  are  essential  if  we  are  to 
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meet  our  obligations  under  this  new  law.  Also  related  to  the  scien- 
tific aspect  of  the  supplemental  is  a limited  amount  of  money,  $58,500, 
for  special  scientific  equipment  required  to  administer  this  new 
amendment. 

The  supplemental  will  also  provide  some  technical  and  clerical 
positions  to  work  on  the  development  of  regulations  and  to  provide 
general  coordination  of  the  new  food  additives  program.  We  are 
already  experiencing  a mounting  workload  in  the  form  of  both  peti- 
tions for  tolerances  and  inquiries  from  industry.  Since  enactment  of 
the  amendment  last  summer,  we  have  received  over  500  inquiries 
concerning  some  350  different  uses  of  additives.  Almost  all  of  these 
require  negotiations  with  industry.  We  have  also  received  18  formal 
petitions  for  tolerances  and  anticipate  that  this  number  will  reach  40 
to  50  by  the  end  of  the  current  fiscal  year. 

Insofar  as  the  House  action  is  concerned,  the  full  request  for  funds 
to  cover  increased  pay  costs  was  allowed.  The  House  did,  however, 
reduce  the  amount  requested  for  implementation  of  the  food  additives 
amendment  from  $378,000  to  $300,000.  In  so  doing,  the  House  report 
indicated  a reduction  in  authorized  staff  for  this  purpose  of  11  posi- 
tions— from  the  61  positions  requested  to  50.  Under  the  deficiency 
spending  plan  mentioned  previously,  we  have  already  hired  52  of  the 
61  positions  requested  in  the  supplemental.  The  House  action  would 
require  that  two  of  these  positions  be  eliminated  between  now  and 
June  30  through  attrition  and  that  we  not  hire  9 others  as  originally 
planned.  I should  like  to  emphasize  that,  with  the  exception  of 
three,  all  of  the  positions  involved  are  scientific  or  scientific  supporting. 
We  feel  that  the  particular  positions  will  have  to  be  placed  as  soon 
as  possible  one  way  or  another.  If  the  House  action  is  sustained,  we 
will  be  required  to  place  them  by  substituting  staff  authorized  for 
other  work,  thus  our  basic  program,  which  is  already  seriously  under- 
staffed, will  be  required  to  carry  the  burden  of  the  reduction. 

During  the  last  several  years  we  have  been  making  a concerted 
effort  to  modernize  and  improve  our  laboratory  facilities  and  equip- 
ment. The  food  additives  amendment  imposed  special  requirements 
for  certain  items  of  modern  laboratory  equipment  which  we  do  not 
now  have.  The  amendment  has  added  to  the  already  pressing  need 
for  additional  laboratory  facilities.  As  mentioned  earlier,  the  supple- 
mental includes  $58,500  for  scientific  equipment.  The  House  action 
reduces  these  funds  by  $22,000.  As  a result,  no  future  purchases  of 
special  scientific  equipment  for  food  additives  work  will  be  possible. 
By  the  same  token,  $33,000,  which  was  included  in  the  supplemental 
for  space  renovation  and  enlargement  of  our  laboratory  facilities, 
would  be  eliminated  under  the  House  action. 

Members  of  this  committee  are  aware,  I am  sure,  of  the  serious  in- 
adequacies which  exist  throughout  the  Food  and  Drug  Administration 
with  respect  to  both  space  and  equipment.  In  fact,  this  committee  has 
been  instrumental  in  making  additional  funds  available  to  relieve  these 
problems.  The  House  action,  if  sustained,  would  impair  our  ability  to 
make  further  improvements  in  our  quarters  and  equipment. 

Senator  Hill.  Do  you  propose,  if  you  get  this  restoration,  that  next 
year’s  budget  will  have  the  same  number  of  places  that  you  have  under 
this  restoration? 

Mr.  Harvey.  Yes,  sir. 

Senator  Hill.  In  other  words,  you  will  not  be  asking  for  any 
increase  next  year  if  you  receive  these  additional  11  places? 
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FOOD  ADDITIVES  AMENDMENT  PROGRAM 

Mr.  Harvey.  For  supporting  the  food  additives  amendment,  there 
is  an  additional  request  in  the  1960  budget,  Mr.  Chairman,  $486,800 
and  60  more  jobs.  That  would  make  a total  of  121  jobs  and  a total 
appropriation  of  a little  over  $900,000  to  carry  through  that  work. 

Senator  Hill.  This  restoration  which  you  ask  for  involves  11 
positions— 3 chemists,  1 biologist,  1 bacteriologist,  1 pharmacologist,. 
2 laboratory  aides,  2 clerks,  and  1 management  analyst? 

Mr.  Harvey.  Yes,  sir. 

I shall  be  glad  to  answer  any  questions. 

Senator  Hill.  Do  you  have  any  questions,  Senator  Ellender? 

Senator  Ellender.  No. 

Senator  Hill.  Thank  you  very  much,  Mr.  Harvey. 

Freedmen’s  Hospital 

STATEMENTS  OF  DR.  CHARLES  E.  BURBRIDGE,  SUPERINTENDENT, 

FREEDMEN’S  HOSPITAL;  HENRY  H.  BAIRD,  BUDGET  AND  FIS- 
CAL OFFICER;  DANIEL  0.  MATHEWSON,  ACTING  FOR  DEPART- 
MENT BUDGET  OFFICER 

Wage  Board  Salary  Increases 

Senator  Hill.  Next  we  will  hear  from  Dr.  Burbridge. 

This  is  a supplemental  for  salaries  and  expenses,  Freedmen’s 
Hospital,  for  $20,500  required  to  finance  wage  board  salary  increases 
occurring  in  this  fiscal  year. 

The  justifications  will  be  inserted  in  the  hearings,  and  we  will  hear 
from  Dr.  Burbridge  in  support  of  the  item. 

(The  justifications  refeired  to  follow:) 

Request  is  hereby  made  for  an  additional  $20,500  in  supplemental  funds  for 
fiscal  year  1959.  These  additional  funds  are  required  in  order  to  finance  wage 
board  salary  increases  which  were  effective  January  11,  1959. 


Wage  board  increases 


General 

hospital 

Tubercu- 

losis 

hospital 

Out- 

patient 

Train- 

ing 

Admin- 

istration 

Total 

Regular  payments,  Jan.  11  to  June  30, 1959. 
Night  differential  

$12, 630 
200 

$3, 530 
60 

$1, 265 
20 

$815 

15 

$275 

5 

$18, 515 
300 

Holiday  and  overtime _ __  _ 

260 

70 

25 

15 

5 

375 

Life  insurance . - - - 

80 

20 

10 

5 

0 

115 

Retirement . 

830 

220 

80 

50 

15 

1, 195 

Total 

14, 000 

3,900 

1,400 

900 

300 

20,  500 

On  January  11,  1959,  wage  board  increases  were  placed  into  effect  on  153 
ungraded  positions.  The  foregoing  schedule  itemizes  the  increases  resulting 
from  this  wage  board  adjustment  for  the  portion  of  the  year  in  which  additional 
funds  will  be  required  to  support  this  unbudgeted  mandatory  increase  in  1959. 

After  review  of  actual  obligations  for  the  first  8 months  and  projections  for  the 
remainder  of  the  fiscal  year,  the  hospital  is  unable  to  absorb  the  amount  being 
requested  in  this  estimate  without  deferring  the  purchase  of  urgently  needed 
equipment. 

A detailed  analysis  has  been  made  of  reimbursements  from  non-Federal  sources 
in  an  attempt  to  finance  these  wage  board  increases  through  this  source.  Though 
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the  level  of  reimbursements  for  the  first  three  quarters  has  been  slightly  below 
the  total  estimate  projected  for  1959,  the  hospital  believes  it  will  earn  the  entire 
amount  shown  in  these  estimates. 

Since  no  relief  is  expected  from  the  above-mentioned  sources,  the  sum  of 
$20,500  is,  therefore,  being  requested  to  finance  wage  board  salary  increases. 


Program  and  financing 


Presently 

available, 

1959 


Revised 

estimate, 

1959 


Increase  (+) 
or  decrease 
(-) 


PROGRAM  BY  ACTIVITIES 

Direct  obligations: 

1.  Inpatient  services: 

(a)  General  hospital . _ 

(b)  Tuberculosis  hospital 

2.  Outpatient  services.  .. 

3.  Training  program 

4.  Administration.. 

Total  direct  obligations.  

Reimbursable  obligations: 

1.  Inpatient  services: 

(o)  General  hospital 

(6)  Tuberculosis  hospital 

2.  Outpatient  services 

4.  Administration.. 

Total  reimbursable  obligations 

Total  obligations 

FINANCING 

Reimbursements  from  non-Federal  sources  (32  D.C.  Code 
318) 

Appropriation  (adjusted) - 


$1, 741, 692 
282,  977 
271,  483 
525,  531 
269,  317 


3, 091, 000 


1, 005,  720 
147, 900 
162,  690 
162, 690 


1, 479, 000 


4,  570,000 


-1,479, 000 


3, 091, 000 


$1,  755, 692 
286,  877 
272, 883 
526, 431 
269, 617 


3,  111,  500 


1, 005,  720 
147,  900 
162,  690 
162,  690 


1, 479, 000 


4,  590,  500 


-1, 479, 000 


3,  111,  500 


+$14, 000 
+3, 900 
+1, 400 
+900 
+300 


+20,  500 


+20,500 


+20,500 
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Obligations  by  objects 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

Average  OS  grade  and  salary 

Average  ungraded  salary 

Personal  services  obligations: 

Permanent  positions.. 

Positions  other  than  permanent 

Other  personal  services. 

Total  personal  service  obligations 

Direct  obligations: 

01  Personal  services - 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services .. 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

08  Supplies  and  materials 

09  Equipment.. 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Subtotal 

Deduct  charges  for  quarters  and  subsistence 

Total  direct  obligations 

Reimbursable  obligations: 

01  Personal  services 

05  Rents  and  utility  services 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment. 

11  Grants,  subsidies,  and  contributions 

Subtotal 

Deduct  charges  for  quarters  and  subsistence 

Total  reimbursable  obligations 

Total  obligations 


Presently 

available, 

1959 

Revised 

estimate, 

1959 

Increase  (+) 
or 

decrease  (— ) 

688 

174 

828 

838 

688 

174 

828 

838 

4.  9 $4,  661 

$3,  575 

4.  9 $4,  661 

$3,805 

+$230 

$2, 877, 600 
443, 385 
421,  015 

$2, 896, 115 
443,  385 
421, 690 

+$18, 515 

+675 

3, 742,  000 

3,  761, 190 

+19, 190 

2,  568,  551 
1,500 
400 
24,  375 
93,  820 
3,  785 
26.  655 
12,  665 
332,  730 
37,  550 
98.315 
10,500 

2,  587,  741 
1,500 
400 
24,  375 
93,  820 
3,785 
26,  770 
12, 665 
332.  730 
37,  550 
99,  510 
10,  500 

+19, 190 

+115 

+1, 195 

3,  210, 846 
119, 846 

3,231,346 
119,  846 

+20, 500 

3, 091, 000 

3,111,500 

+20,500 

1, 173,  449 
29,  580 
14,  790 
192,  270 
14,  790 
59, 160 

1, 173,  449 
29,  580 
14,  790 
192,  270 
14,  790 
59, 160 

1,  484,  039 
5,039 

1,484,  039 
5,039 

1, 479,  000 

1,  479,  000 

4, 570,  000 

4,  590,  500 

+20, 500 
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PURPOSE  OF  APPROPRIATION 

Dr.  Burbridge.  Mr.  Chairman  and  members  of  the  committee, 
Freedmen’s  Hospital  is  requesting  consideration  of  a supplemental 
appropriation  for  fiscal  year  1959  in  the  amount  ol  $20,500. 

This  appropriation  is  to  provide  funds  for  the  financing  of  wage 
board  salary  increases  occurring  in  this  fiscal  year. 

NEED  FOR  SUPPLEMENTAL  FUNDS 

On  January  11,  1959,  wage  board  salary  increases  were  put  into 
effect  on  153  ungraded  positions  at  an  estimated  cost  of  $20,500. 
Inasmuch  as  these  increases  were  not  contemplated,  and  beyond  the 
control  of  the  hospital,  they  were  not  budgeted  for  in  the  original 
estimates  submitted  to  Congress  for  fiscal  year  1959. 

A review  of  reimbursements  from  non-Federal  sources  has  been 
made  to  determine  whether  the  additional  cost  could  be  financed  from 
this  source.  Since  the  actual  collections  from  pay  patients  are  slightly 
below  the  amount  budgeted  it  will  not  be  possible  to  absorb  these  pay 
increases.  The  hospital  is,  therefore,  requesting  that  $20,500  be 
made  available  in  appropriated  funds  to  support  this  mandatory  item. 

This,  of  course,  is  in  addition  to  classified  pay  increases  of  $116,000 
included  in  House  Document  90  and  making  a total  supplemental 
request  of  $136,500  for  salary  increases  in  fiscal  1959. 

Senator  Hill.  This  $20,500  that  you  are  requesting  now  in  this 
supplemental  budget  estimate  is  for  salary  increases  brought  about  by 
the  wage  board  action  in  these  153  positions? 

Dr.  Burbridge.  Yes,  sir. 

Senator  Hill.  You  do  not  have  any  control  or  anything  to  do  with 
that?  That  is  beyond  your  jurisdiction? 

Dr.  Burbridge.  That  is  right. 

Senator  Hill.  Do  you  have  any  questions,  Senator  Ellender? 

Senator  Ellender.  No, 

Senator  Hill.  Thank  you  very  much,  Doctor. 

Public  Health  Service 

HOSPITALS  AND  MEDICAL  CARE 

STATEMENTS  OF  DR.  KENNETH  R.  NELSON,  CHIEF,  DIVISION  OF 

HOSPITALS;  DR.  ARNOLD  B.  KURLANDER,  ACTING  CHIEF, 

BUREAU  OF  MEDICAL  SERVICES;  HARRY  L.  DORAN,  DEPUTY 

CHIEF  FINANCE  OFFICER;  DANIEL  0.  MATHEWSON,  ACTING 

FOR  DEPARTMENT  BUDGET  OFFICER 

Hospitalization  for  Dependents 

Senator  Hill.  The  committee  has  just  received  a supplemental 
estimate  for  “Hospitals  and  medical  care,  Public  Health  Service,”  for 
$384,000  required  to  cover  the  additional  cost  of  hospitalization  for 
dependents  and  retired  personnel  under  the  Dependents’  Medical 
Care  Act. 

The  justifications  for  this  item  will  be  inserted  in  the  hearings  and 
Dr.  Nelson,  Chief  of  the  Division  of  Hospitals,  will  summarize  the 
need  for  the  funds. 
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(The  justifications  referred  to  follow:) 

The  request  for  supplemental  funds  is  in  the  amount  of  $2,554,000  of  which 
$2,170,000  relates  to  a previously  submitted  supplemental  request  for  funds  to 
cover  the  cost  of  pay  raises  and  wage  board  increases.  The  difference  of  $384,000 
represents  the  financial  requirement  to  cover  the  additional  cost  of  hospitalization 
for  dependents  and  retired  personnel  under  the  Dependents’  Medical  Care  Act. 

The  1959  appropriation  for  dependents’  medical  care  amounts  to  $1,866,000, 
calculated  on  the  basis  of  an  estimated  average  daily  patient  load  of  117.  Current 
estimates  of  this  load  for  1959  amount  to  145  at  a cost  of  $2,250,000,  or  an  increase 
of  $384,000  over  the  1959  appropriation. 

Revised  dependents’  medical  care  regulations  have  been  issued  effective  October 
1,  1958,  restricting  the  freedom  of  choice  of  dependents  between  Federal  and  non- 
Federal  hospitalization.  It  was  expected  that  outside  costs  would  be  reduced. 
Since  that  time,  a substantial  increase  in  workload  has  occurred  which  for  the 
most  part  is  being  cared  for  in  Federal  hospitals.  Although  the  revised  regula- 
tions will  undoubtedly  curtail  some  of  the  large  costs  resulting  from  the  use  of 
non-Federal  hospitalization,  there  presently  exists  a need  for  a supplemental 
appropriation  in  order  to  meet  the  costs  of  the  projected  higher  patient  load. 
This  is  further  supported  by  the  fact  that  the  first  6 months’  cost  of  all  hospital- 
ization so  far  this  fiscal  year  amounted  to  $1,147,700  or  61.5  percent  of  the 
$1,866,000  presently  available.  This  leaves  only  $718,300  available  for  the 
remaining  6 months. 

It  is  therefore  requested  that  additional  funds  in  the  amount  of  $384,000,  and 
that  a corresponding  increase  in  limitation,  from  $1,866,000  to  $2,250,000,  be 
approved. 

The  original  and  revised  estimates  are  summarized  in  the  table  that  follows: 


Average  daily  patient  load 

Requirements 

Difference 

A ctual 
1958 

Orig- 

inal 

1959 

Re- 

vised 

1959 

Unit 

cost 

Original 

1959 

Revised 

1959 

Work- 

load 

Require- 

ment 

I.  Contract  hospitaliza- 
tion: 

Dependents 

Less  amount  paid  by 
dependents,  6,351 
c&ces  in  original 
estimate  and  7,300 
cases  in  revised 
estimate  

99 

87 

100 

$52. 89 

$1, 679,  522 
-158, 775 

$1, 930, 485 
-182,  500 

+13 

+$250, 963 
-23, 725 

Subtotal 

1,  520,  747 
+44,  253 

1,  747, 985 
+50,  866 
+149 

227, 238 
+6.  613 
+149 

.Add  administration.. 
Rounding  of  estimate. 

Total  contract 
hospitalization... 

II.  Federal  hospitaliza- 
tion: 

Dependents 

Retiied  personnel 

Rounding  of  estimate. 

Total  Federal  hos- 
pitalization  

Total  all  hospi- 
talization  

99 

87 

100 

1,  565,  000 

1,  799,  000 

+13 

+234,  000 

24 

9 

22 

8 

33 

12 

29. 25 
22.50 

234, 878 
65,  700 
+422 

352, 316 
98,  550 
+134 

+11 

+4 

+117, 438 
+32. 850 
-288 

33 

30 

45 

301, 000 

451, 000 

+15 

+150,000 

132 

117 

145 

1,866,000 

2,250,000 

+28 

+384,000 
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Program  and  financing 


Presently  Revised 

available  estimate 


Increase  (+) 
or 


decrease  (— ) 


PROGRAM  BY  ACTIVITIES 


Direct  obligations: 

1..  Operation  of  hospitals 

2.  Operation  of  outpatient  clinics  and  offices 

3.  Operation  of  health  units 

4.  Coast  Ouard  medical  services 

5.  Development  and  coordination  of  nursing  resources... 

6.  Nurse  training  grants 

8.  Dependents’  medical  care 

9.  Payments  to  Hawaii.. 

10.  Administration 

11.  1959  program  obligated  in  1958... 

Supplemental  required  for  pay  increases 

Total  direct  obligations 

Reimbursable  obligations: 

1.  Operation  of  hospitals 

2.  Operation  of  health  units 

5.  Development  and  coordination  of  nursing  resources 

7.  Personnel  detailed  to  other  agencies 

10.  Administration 


$34, 023, 500 
5,  229,  600 
27,  600 
1,  241,  500 
438, 100 
5,  950, 000 
1,  866,  000 
1, 000, 000 
901,  700 
-149,  627 
-2,  224, 000 


$34, 023,  500 
5,  229,  600 
27,  600 

1,  241,  500 
438. 100 

5,  950, 000 

2,  250, 000 

1, 000, 000 

901,  700 
-149,  627 
-54,  000 


+$384, 000 


+2,170,000 


48, 304, 373 


50, 858, 373 


+2,  554,  000 


3,  829,  500 
531,  500 

"”323, '666' 


3,  963,  000 

564. 000 
1,700 

323. 000 
1,300 


+133,  500 
+32,  500 
+1,  700 

' +1,300 


Total  reimbursable  obligations 

Total  obligations 

Financing: 

1959  appropriation  available  in  1958 

Advances  and  reimbursements  from  other  accounts 
Non-Federal  sources  (42  U.S.C.  221) 


4, 684, 000 

4, 853, 000 

+169. 000 

52, 988, 373 

55, 711, 373 

+2, 723, 000 

149,  627 

149,  627 

-3, 832, 550 

-4, 164, 050 

-331,  500 

-851, 450 

-688, 950 

+162,  500 

48, 454, 000 

51, 008, 000 

+2, 554,  COO 

New  obligational  authority. 
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Object  classification 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

Average  GS  grade  and  salary 

Average  salary  of  ungraded  positions 

Personal  service  obligations: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  service  obligations 

Direct  obligations: 

01  Personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services  

Services  performed  by  other  agencies 

08  Supplies  and  materials 

09  Equipment 

10  Lands  and  structures 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments . 

Subtotal - 

Deduct  quarters  and  subsistence  charges... 

1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases 

Total  direct  obligations 

Reimbursable  obligations: 

01  Personal  services.. 

02  Travel - 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction. 

07  Other  contractual  services 

Services  performed  by  other  agencies. 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Subtotal. 

Deduct  quarters  and  subsistence  charges.. 

Total  reimbursable  obligations 

Total  obligations 


Presently 

available 

Revised 

estimate 

Increase  (+) 
or 

decrease  (— ) 

6,699 
105 
6. 467 
6,682 

6,705 
105 
6, 469 
6,688 

+6 

+2 

+6 

4.  8 $4,  597 

$3,  937 

4.  8 $4,  597 

$3,  964 

+27 

$33, 161.  100 
456,  400 
1,  221,  500 

$33,  311,  600 
456,  400 
1,  221,  500 

+$150,  500 

34,  839,  000 

34,  989,  500 

+150,500 

31.  060,  800 
369,  300 
318,  300 
201,900 
609,  900 
98,  200 

3,  472,  200 

1, 050,  800 

4,  695,  600 
614,  700 
330,  000 

8, 384, 000 
111,600 

31,  060,  800 
369,  300 
318,  300 
201,  900 
609,  900 
98,  200 

3,  706,  200 

1,  200,  800 

4,  695,  600 
614,  700 
330, 000 

8, 384,  000 
111,600 

+234, 000 
+150, 000 

51,317,  300 
639, 300 
-149,  627 
-2,  224,  000 

51,701,300 
639, 300 
-149,  627 
-54, 000 

+384, 000 

+2, 170, 000 

48,  304, 373 

50,  858,  373 

+2,  554, 000 

3,  778,  200 
28,  800 
37,  200 
19,  800 
59,  500 
9,  600 
72,  400 
4,600 
476,  800 
67,  800 
178,  700 
13,  300 

3,  928,  700 
33,  000 
37,  200 
20, 100 
59,  500 
9, 800 
73, 400 
4,  600 
478,  800 
74,  200 
183,  000 
13,  400 

+150,  500 
+4,  200 

+300 

+200 
+1,  000 

+2, 000 
+6, 400 
+4,  300 
+100 

4,  756,  700 
-72,  700 

4,  925,  700 
-72,  700 

+169, 000 

4,  684,  000 

4,  853,  000 

+169,  000 

52,  988, 373 

55,  711,  373 

+2,  723,  000 

286  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 


dependents’  medical  care 

Dr.  Nelson.  Mr.  Chairman  and  members  of  the  committee,  there 
has  been  submitted  for  your  consideration  a request  for  supplemental 
funds  in  the  amount  of  $2,554,00C,  of  which  $2,170,000  relates  to  a 
previously  submitted  supplemental  request  for  funds  to  cover  the 
cost  of  pay  raises  and  wage  board  increases.  The  difference  of 
$884,000  represents  the  financial  requirement  to  cover  the  additional 
cost  of  hospitalization  for  dependents  and  retired  personnel  under 
the  Dependents’  Medical  Care  Act.  This  latter  request  is  the  purpose 
of  my  appearance  before  your  committee. 

The  Dependents’  Medical  Care  Act  provides  for  an  improved  and 
uniform  program  of  medical  care  for  active  duty  and  retired  members 
of  the  uniformed  services  and  their  dependents,  which  was  started 
on  December  7,  1956.  The  limitation  here  involved  covers  care  to 
be  furnished  by  facilities  outside  the  service  to  dependents  of  eligible 
personnel  of  the  Coast  Guard,  the  Coast  and  Geodetic  Survey,  and 
the  Public  Health  Service;  and  to  retired  personnel  of  these  services 
in  uniformed  services  facilities. 

MANDATORY  HOSPITALIZATION  EXPENSES 

The  obligations  incurred  for  this  purpose  are  mandatory  expenses 
of  the  Public  Health  Service.  They  arise  because  a dependent  or  a 
retired  person  utilizes  an  approved  hospital  facility  selected  in  accord- 
ance with  the  revised  dependents’  medical  care  regulations  effective 
October  1,  1958.  The  amount  of  expense  incurred  varies  as  the 
Public  Health  Service  beneficiary  is  hospitalized  in  a particular 
system.  If  he  is  hospitalized  in  a Public  Health  Service  hospital  there 
is  no  charge  by  reason  of  the  Dependents’  Medical  Care  Act  which 
was  not  previously  paid  by  the  appropriation.  If  he  receives  services 
from  the  hospital  of  another  uniformed  service  we  are  billed  directly  by 
that  service.  If  medical  care  is  given  by  a private  facility,  a contractor 
such  as  Blue  Cross  pays  the  hospital  and  bills  the  executive  agent 
of  the  Department  of  Defense,  who  in  turn  bills  the  Public  Health 
Service  for  the  services  rendered. 

These  costs  are  therefore  uncontrollable  because  the  number  of 
patients  varies  with  their  own  needs,  and  because  the  amount  involved 
varies  with  the  facility  in  which  care  is  rendered. 

With  the  issuance  of  the  revised  regulations,  restricting  the  freedom 
of  choice  of  dependents  between  Federal  and  non-Federal  hospitali- 
zation, it  was  expected  that  outside  costs  would  be  reduced.  However, 
since  that  time,  a substantial  increase  in  workload  has  occurred  which 
for  the  most  part  is  being  cared  for  in  Federal  hospitals. 

DAILY  PATIENT  LOAD 

The  1959  appropriation  for  dependents’  medical  care,  amounting 
to  $1,866,000,  was  calculated  on  the  basis  of  an  estimated  average 
daily  patient  load  of  117  patients.  Current  estimates  of  this  load 
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for  1959  amount  to  145  at  a cost  of  $2,250,000,  giving  rise  to  the  re- 
quested increase  of  $384,000  over  the  1959  appropriation.  Although 
the  revised  regulations  will  undoubtedly  curtail  some  of  the  large  costs 
resulting  from  the  use  of  non-Federal  hospitalization,  there  presently 
exists  the  need  for  a supplemental  appropriation  in  order  to  meet  the 
costs  of  the  projected  higher  patient  load.  This  is  further  supported 
by  the  fact  that  the  first  6 months’  cost  of  all  hospitalization  so  far 
this  fiscal  year  amounted  to  $1,147,700  or  61.5  percent  of  the 
$1,866,000  presently  available.  This  leaves  only  $718,300  available 
for  the  remaining  6 months. 

It  is  therefore  requested,  that  additional  funds  in  the  amount  of 
$384,000,  and  that  a corresponding  increase  in  limitation,  from 
$1,866,000  to  $2,250,000,  be  approved. 

I will  be  glad  to  give  any  information  that  I can  which  you  may 
desire. 


ITEM  NOT  CONSIDERED  BY  HOUSE 


Senator  Hill.  This  estimate  of  the  item  was  not  considered  by  the 
House  at  all,  has  not  been  considered  by  the  House? 

Dr.  Nelson.  That  is  correct. 

Senator  Hill.  This  just  came  to  this  committee. 

Now,  what  you  say  is  that  your  daily  patient  load,  instead  of 
being  117  at  the  time  you  made  out  your  request  for  the  funds  for  this 
year,  has  actually  been  135,  is  that  right? 

Dr.  Nelson.  That  is  right,  Mr.  Chairman. 

Senator  Hill.  And  $384,000  has  been  requested  to  take  care  of  this 
additional  patient  load  which  you  now  have? 

Dr.  Nelson.  That  is  correct,  Mr.  Chairman. 


Construction  of  Indian  Health  Facilities 


STATEMENTS  OF  DR.  JAMES  R.  SHAW,  CHIEF,  DIVISION  OF  INDIAN 
HEALTH;  DR.  ARNOLD  B.  KURLANDER,  ACTING  CHIEF,  BUREAU 
OF  MEDICAL  SERVICES;  HARRY  L.  DORAN,  DEPUTY  CHIEF 
FINANCE  OFFICER;  DANIEL  0,  MATHEWSON,  ACTING  FOR 
DEPARTMENT  BUDGET  OFFICER 

Hospital  at  Sells,  Ariz, 

Senator  Hill.  This  next  item  is  “Construction  of  Indian  health 
facilities,”  for  which  we  had  a supplemental  estimate  for  $1,886,000 
required  to  fully  finance  the  construction  of  the  hospital  at  Sells, 
Ariz.,  to  serve  the  Papago  Indians. 

This  item  was  reduced  by  $186,000  by  the  House  and  the  Depart- 
ment is  appealing  for  restoration  of  the  cut.  Dr.  James  II . Shaw, 
Chief  of  the  Division  of  Indian  Health,  will  be  heard  in  explanation 
of  the  need  for  the  full  amount  requested. 

We  will  insert  the  justifications  for  this  item  in  the  hearings  at  this 
point. 
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(The  material  referred  to  follows:) 

JUSTIFICATIONS 

Funds  of  $1,886,000  are  requested  for  construction  of  a new  50-bed  general 
medical  and  surgical  hospital  (30,000  square  feet)  and  34  quarters  units  at  Sells, 


Ariz. 

Cost  estimate  and  financing 

Hospital  and  equipment $1,  407,  614 

Quarters  and  furnishings  (34  units) 722,  805 

Total  estimated  project  cost 2,  130,  419 

Appropriated  ($250,000  in  1956;  $860,000  in  1957) 1,  110,  000 

Reprogramed  to  the  Gallup,  Kotzebue,  and  Shiprock  Hospitals —865,  581 

Funds  available  for  Sells  Hospital  through  1959 244,  419 

Required  in  1959 1,  886,  000 

Total  estimated  project  cost 2,  130,  419 


Funds  totaling  $1,110,000  were  appropriated  ($250,000  in  1956;  $860,000  in 
1957)  for  the  construction  of  the  Sells  Hospital  and  34  quarters.  Delay  encoun- 
tered in  finding  an  adequate  water  supply,  unforeseen  at  the  time  the  request  for 
funds  was  made,  has  extended  the  planning  for  this  hospital.  Because  of  higher 
anticipated  construction  costs  than  originally  estimated,  $865,581  appropriated 
for  the  construction  of  the  Sells  Hospital  was  reprogramed  to  supplement  the 
funds  available  for  the  construction  of  the  Shiprock,  Kotzebue,  and  Gallup 
Hospitals. 

The  sum  of  $244,419  has  been  reserved  for  water  exploration  and  development 
costs  and  to  complete  plans  and  specifications  for  the  Sells  Hospital  and  34  quar- 
ters units.  Originally  it  was  assumed  that  an  adequate  water  supply  was  avail- 
able through  the  Bureau  of  Indian  Affairs  Agency  located  in  the  vicinity  of  the 
selected  Sells  Hospital  site.  A test  well  drilled  at  the  hospital  site  produced  an 
inadequate  flow.  Subsequently,  another  test  well  drilled  at  a new  site  indicated 
that  adequate  water  is  available  within  a reasonable  distance  of  the  new  Sells 
Hospital  site.  Joint  development  of  a water  supply  system  from  this  new  source 
is  planned  with  the  Bureau  of  Indian  Affairs. 

The  original  Sells  Hospital  building,  serving  the  population  of  approximately 
7,700  Papago  Indians,  was  destroyed  by  fire  in  1947,  leaving  only  a temporary 
arrangement  to  care  for  the  population.  The  Papago  Reservation  covers  a vast 
isolated  area  without  adequate  facilities  to  meet  needs  of  the  Indians  on  this 
reservation.  At  the  present  time,  a health  station  at  Santa  Rosa  and  a small 
inadequate  health  center  at  Sells  are  the  principal  facilities  available.  Many 
patients  referred  for  hospitalization  are  transported  by  ambulance  61  miles  to 
Tucson,  Ariz.,  or  to  the  Phoenix  Medical  Center,  an  expensive  and  time-consuming 
operation  which  could  result  in  loss  of  life. 

On  the  basis  of  completion  of  the  schematic  drawings  and  a report  from  the 
Branch  of  Plant  Design  and  Construction,  Bureau  of  Indian  Affairs  (after  con- 
sultation with  the  private  architect-engineer),  it  is  anticipated  that  the  final 
working  drawings  and  specifications  will  be  submitted  by  the  architect-engineer 
by  April  9,  1959.  Issuance  of  bids  is  anticipated  shortly  thereafter  so  that  a 
contract  may  be  awarded  early  in  June,  not  later  than  the  15th.  Therefore, 
funds  of  $1,886,000,  in  addition  to  the  funds  of  $244,419  previously  available,  are 
requested  in  1959  in  order  to  construct  a 50-bed  hospital  with  facilities  for  general 
medical  and  surgical  care  and  34  quarters  units  required  to  provide  housing  for 
the  hospital  staff. 
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Program  and  financing 


Program  by  activities: 

1.  Hospitals  and  clinics 

2.  Personnel  quarters 

3.  Alterations 

4.  Other  plant  facilities 

5.  Community  hospitals  serving  Indians  and  non-Indians 

pursuant  to  Public  Law  85-151 

Total  obligations- 

Financing: 

Unobligated  balance  brought  forward 

Unobligated  balance  carried  forward 

Appropriation  (new  obligational  authority) 


Presently 

available 

Revised 

estimate 

Increase  (+) 
or 

decrease  (— ) 

$7,  627, 508 
817, 322 
2,  952,  041 
162,  904 

925,  225 

$9,  228, 308 
817,  322 
2,  952, 041 
162,  904 

925,  225 

+ $1, 600,  800 

12, 485,  000 

-10, 127, 303 
1,  766,  303 

14,  085,  800 

-10, 127,  303 
2, 051,  503 

+ 1, 600, 800 

+285,  200 

4, 124, 000 

6,  010, 000 

+1,  886, 000 

Object  classification 


PUBLIC  HEALTH  SERVICE 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services:  Positions  other  than  permanent- 

02  Travel 

03  Transportation  of  things 

05  Rents  and  utility  services 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions — 

15  Taxes  and  assessments 

Total,  Public  Health  Service 

ALLOCATION  TO  DEPARTMENT  OF  THE  INTERIOR 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services:  Positions  other  than  permanent- 

02  Travel 

07  Other  contractual  services 

08  Supplies  and  materials 

10  Lands  and  structures 

11  Grants,  subsidies,  and  contributions 

Total,  Department  of  the  Interior 

Total  obligations 


Presently 

available 

Revised 

estimate 

Increase  (+) 
or  decrease 
(-) 

17 

17 

10 

10 

$86,  780 
4,200 
20,  700 
200 

$86,  780 
4,200 
20,  700 
200 

100,  000 
108,  795 
75,  000 

100,  000 
108,  795 
75,  000 
925,  225 
1,900 

925,  225 
1,  900 

1,  322,  800 

1, 322,  800 

16 

16 

20 

20 

$141,  500 
29,  400 
174, 100 

$141,  500 
29,  400 
174, 100 
9,  000 
12,  400,  000 
9,  000 

9,  000 
10,  799,  200 
9,  000 

+$1,  600,  800 

11, 162,  200 

12,  763, 000 

+1,  600,  800 

12, 485,  000 

14,  085,  800 

+1, 600, 800 

Senator  Hill.  We  will  be  happy  to  have  you  address  yourself  to 
the  item,  Dr.  Shaw. 

Dr.  Shaw.  Since  1955,  when  the  Government’s  Indian  health  pro- 
gram was  transferred  from  the  Bureau  of  Indian  Affairs  to  the  Public 
Health  Service,  the  latter  has  been  responsible  for  providing  a full 
range  of  health  and  medical  services  for  some  385,000  Indians  and 
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Alaska  natives.  To  safeguard  the  health  of  this  portion  of  our  popu- 
lation and  to  provide  the  medical  care  that  is  needed,  the  Public  Health 
Service  requires  extensive  facilities  in  locations  accessible  to  its  Indian 
and  Alaska  native  beneficiaries. 

Sells,  Ariz.,  on  the  Papago  Reservation,  is  one  of  several  locations 
at  which  a new  Indian  hospital  is  urgently  needed.  Plans  for  a 50- 
bed  hospital  and  34  quarters  units  for  its  staff  are  being  developed  for 
this  location.  The  original  hospital  serving  the  population  of  approxi- 
mately 7,700  Papago  Indians  was  destroyed  by  fire,  leaving  only  a 
temporary  arrangement  to  care  for  the  population. 

To  serve  this  reservation  of  4,400  square  miles,  there  is  one  health 
station  at  Santa  Rosa  and  a small,  inadequate  health  center  at  Sells. 
There  is  no  hospital  near  the  reservation.  Patients  usually  must 
travel  great  distances  over  the  rough,  secondary  roads  on  the  reserva- 
tion to  one  of  the  two  health  facilities;  those  who  require  hospitaliza- 
tion then  must  be  transported  by  ambulance  about  60  miles  to  Tucson 
or  about  125  miles  to  the  Indian  Medical  Center  at  Phoenix.  Such 
transportation  is  sometimes  dangerous  for  the  patient,  and  is  costly 
and  time  consuming.  The  new  hospital  will  be  close  to  the  Indians 
who  will  use  it,  and  will  serve  an  area  in  which  disease  rates  are 
extremely  high. 

WATER  SUPPLY  PROBLEM 

An  appropriation  was  made  in  the  past  for  construction  of  a hospital 
at  Sells.  Subsequently,  development  of  an  adequate  and  safe  water 
supply  in  connection  with  the  hospital  proved  to  be  an  unexpectedly 
difficult  engineering  problem,  and  caused  delay  in  the  project.  Or;gi- 
nally,  it  was  assumed  that  a suitable  water  supply  was  available  through 
the  Bureau  of  Indian  Affairs  agency  in  the  vicinity  of  the  hospital 
site.  However,  a test  well  drilled  at  the  site  failed  to  produce  an 
adequate  flow.  Additional  test  wells  were  drilled  and  it  was  established 
that  an  adequate  and  safe  water  supply  is  available  for  the  hospital 
to  be  built  at  Sells.  Joint  development  of  a water  supply  system  by 
the  Public  Health  Service  and  Bureau  of  Indian  Affairs  is  now  under- 
way. 

Senator  Hill.  Excuse  me,  Doctor.  Senator  Hayden  would  like  to 
make  a statement  at  this  point. 

Chairman  Hayden.  This  was  originally  such  a very  dry  portion  of 
the  United  States  that  it  had  an  average  rainfall  of  only  about  5 inches. 
It  being  true,  the  underground  water  supply  is  very  important  to 
locate.  They  did  have  a great  deal  of  difficulty  in  finding  one.  I 
would  like  to  ask  this  question:  Are  you  satisfied  now  that  you  have 
an  adequate  water  supply? 

Dr.  Shaw.  Yes,  sir. 

Chairman  Hayden.  There  is  no  question  about  that? 

Dr.  Shaw.  We  have  the  test  wells.  We  have  the  production  studies 
and  the  Bureau  of  Indian  Affairs  is  joining  with  the  Public  Health 
Service  in  a joint  development  in  the  bringing  of  water  from  a site 
.some  6 miles  distant  to  Sells  for  joint  use.  It  is  a completely  nev 
source  of  water. 

Chairman  Hayden.  Thank  you. 

Dr.  Shaw.  The  sum  of  $244,419  is  available  from  previous  appro- 
priations for  water  exploration  and  development  costs,  and  for 
development  of  all  plans  and  specifications  for  the  hospital  and  the 
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34  associated  quarters  units.  Because  of  higher  anticipated  con- 
struction costs  than  originally  estimated,  the  balance  of  the  funds 
appropriated  for  the  construction  of  the  Sells  Hospital  was  repro- 
gramed to  supplement  the  funds  available  for  the  construction  of  the 
Sliiprock,  Kotzebue,  and  Gallup  Hospitals. 

Because  of  the  great  need  for  this  facility,  construction  should  be 
started  at  the  earliest  possible  date.  The  final  working  drawings  and 
specifications  will  be  finished  on  April  13  of  this  year.  Since  bids  for 
the  construction  of  the  hospital  will  be  invited  in  May,  a contract 
could  be  awarded  the  following  month. 

To  proceed  with  construction  of  this  new  hospital  and  its  staff 
quarters,  the  Public  Health  Service  is  requesting  a supplemental 
appropriation  of  $1,886,000  in  1959. 

EFFECT  OF  HOUSE  ACTION 

A reduction  of  $186,000  in  the  requested  supplemental  appropria- 
tion for  the  construction  of  the  new  Indian  hospital  and  personnel 
quarters  at  Sells,  Ariz.,  can  only  result  in  a reduction  in  the  planned 
and  needed  scope  of  the  work.  This  statement  is  made  on  the  basis 
of  the  austere  design,  the  necessity  to  provide  complete  utilities,  and 
the  extraordinary  costs  of  water  development. 

HOSPITAL  BUILDING 

The  hospital  building  is  a simple  one-storv  plan  with  total  gross  area 
held  to  29,960  square  feet  including  an  outpatient  department,  field 
health  area,  and  all  storage  space.  This  area  is  much  below  that  con- 
sidered desirable  under  Hill-Burton  standards  for  this  type  and  size 
of  hospital,  without  provision  for  an  outpatient  department  and  field 
health  requirements.  To  contain  this  facility  within  the  proposed 
allowance  required  considerable  ingenuity  and  major  compromises  in 
the  design.  Maintenance  facilities,  mechanical  equipment  space, 
kitchen,  refrigerated  storage,  and  medical  treatment  spaces  have  been 
curtailed  to  a marginal  level.  The  storage  space  is  also  very  limited 
for  a hospital  in  this  hot  isolated  desert  location.  Any  further  reduc- 
tion in  space  in  the  hospital  building  is  impossible. 

Conditions  in  this  area  made  mandatory  the  provision  of  air-con- 
ditioning in  the  hospital  building.  Refrigerated  air-conditioning  will 
be  provided  except  in  dietary  areas,  mechanical  equipment  rooms, 
and  storage  spaces.  Evaporative  cooling  will  be  installed  in  dietary 
areas.  This  requirement  is  reflected  in  the  cost  of  the  project.  We 
believe  the  architect  has  been  very  modest  in  his  choice  of  standard 
design  details,  materials,  and  finishes.  The  exterior  of  the  building 
is  plain  and  inexpensive. 

SITE  DEVELOPMENT 

The  site  development  has  been  held  to  the  absolute  minimum.  It 
is  necessary,  however,  to  provide  for  sewage  treatment  and  to  com- 
pletely fence  the  site.  A fence  is  necessary  to  keep  livestock  from 
entering  the  areas  around  the  hospital  and  personnel  quarters.  Roads, 
parking  areas,  and  walks  have  already  been  cut  approximately  in  half 
from  the  original  plan. 

o i. 
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^ atei  de\  elopment  costs  are  very  high.  This  development  involves 
two  wells,  necessary  pumping  equipment  approximately  6 miles  west 
of  the  site,  a pipeline  to  the  site  and  a large  storage  reservoir.  Con- 
siderable savings  to  the  Government  have  been  made  in  this  work  by 
promoting  and  participating  in  a joint  water  project  with  the  Bureau 
of  Indian  Affairs. 

architect’s  fee 

The  architect’s  fee  is  fixed  by  a contract  in  being.  This  fee  is 
$64,000  for  the  design  of  the  hospital,  quarters  and  site  development, 
with  an  additional  $2,000  estimated  for  travel.  This  represents  a 
very  modest  fee  of  less  than  4%  percent  based  upon  estimated  contract 
cost  of  the  work  designed  by  the  architect-engineer  contractor.  This 
fee  is  considerably  less  than  fees  received  by  architects  for  hospital 
work  in  private  practice. 

COST  ESTIMATES 

The  unit  prices  used  by  the  architect-engineer  in  estimating  con- 
struction costs  are,  we  believe,  the  minimum  which  could  be  safely 
used.  The  site  of  the  work  is  approximately  60  miles  from  Tucson 
and  there  are  no  facilities  nearby  to  house  and  feed  the  contractor’s 
personnel.  The  contractor  will  have  the  alternative  of  transporting 
his  men  from  Tucson  or  providing  living  and  eating  facilities  at  the 
site.  The  former  will  involve  transportation  costs  and  travel  time, 
and  the  latter  the  cost  of  housing  and  subsistence  facilities.  In  either 
case  premium  wages  and  overtime  will  probably  be  paid. 

APPLICATION  OF  HOUSE  REDUCTION 

In  view  of  the  size  of  the  population  to  be  served,  the  markedly 
depressed  level  of  health,  the  cultural  and  language  barriers  and  the 
isolation  of  the  population  in  this  large  and  severe  desert  area,  and 
for  the  additional  reasons  cited  above,  we  do  not  feel  that  further 
reductions  could  be  made  in  the  hospital  building,  site  development, 
fixed  costs,  or  the  overall  cost  estimate.  The  required  reduction  of 
$186,000  could  be  made  only  by  eliminating  the  following:  Two 
10-unit  garages  for  apartment  personnel;  one  5-unit  efficiency  apart- 
ment; all  furnishings  for  houses  and  apartments. 

Senator  Hill.  Chairman  Hayden  would  like  to  make  a comment  at 
this  point. 

NEED  FOR  FACILITIES  FOR  CONSTRUCTION  WORKERS 

Chairman  Hayden.  With  a building  being  constructed  at  an 
isolated  place  like  that,  would  anyone  want  to  live  there  unless  he  did 
have  some  adequate  living  quarters?  It  seems  to  me  that  in  the  end 
it  would  mean  that  you  could  not  get  sufficient  personnel  to  do  the 
work  out  there  because  they  would  not  stay. 

Dr.  Shaw.  That  is  correct,  sir.  That  is  one  of  our  main  points  in 
requesting  this  restoration,  that  without  adequate  quarters  in  isolated 
desert  locations  such  as  this,  we  will  be  unable  to  recruit  and  retain 
personnel  to  adequately  use  the  facility  once  it  is  built. 
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Senator  Hill.  Then  what  would  happen  would  be  a practical 
proposition.  You  would  have  to  come  to  get  more  than  the  $186,000 
that  you  now  ask  for. 

In  other  words,  in  delaying  this  thing  the  important  point  is  you 
are  not  really  saving  any  money  because  you  would  have  to  come 
back  and  it  would  cost  you  more  than  now  if  you  went  ahead  and  did 
the  job,  is  that  right? 

Dr.  Shaw.  That  is  correct,  sir. 

RECRUITMENT  PROBLEM 

If  the  Public  Health  Service  is  forced  to  eliminate  the  above,  it  is 
questionable  if  we  could  recruit  and  retain  qualified  professional  and 
supporting  personnel  to  adequately  staff  this  facility  and  make  it 
useful  for  the  purpose  for  which  it  is  intended.  The  hospital  is  located 
in  desert  country,  subject  to  high  temperatures  and  dust  storms. 
The  staff  assigned  to  quarters  at  this  hospital  will  generally  be  depend- 
ent on  privately  owned  motor  vehicles  for  transportation.  Motor 
vehicle  maintenance,  repair  or  service  facilities  are  not  available  as 
customarily  provided  in  a normal  community.  Personal  property 
left  unattended  will  be  subject  to  pilferage  and  theft.  It  has  therefore 
been  considered  necessary  to  provide  20  garages  for  the  use  of  per- 
sonnel assigned  to  the  25  apartment  units. 

It  is  contemplated  that  62  employees  will  be  needed  for  the  hospital 
and  25  for  field  health  activities.  At  the  persent  time  there  are  9 
quarters  in  use  at  Sells ; two  of  these  are  temporary  housing  units  and 
one  is  a trailer.  All  will  have  to  be  replaced  except  one  house  which 
was  completed  in  1955  and  is  in  good  condition.  Since  only  34  quar- 
ters are  planned  to  be  constructed  as  a part  of  the  project,  a reduction 
of  5 quarters  units  will  only  increase  the  already  serious  deficiency 
in  the  required  number  of  quarters.  Without  adequate  quarters  it 
will  be  impossible  to  staff  this  facility. 

Experience  has  shown  that  commissioned  personnel  and  other 
professional  personnel  recruited  for  duty  in  isolated  locations  such 
as  Sells  do  not,  as  a rule,  have  personal  household  furnishings.  As 
a result  of  this  we  have  found  that  adequate  staff  cannot  be  recruited 
or  retained  without  comfortably  furnished  quarters  to  offer  as  part  of 
the  condition  of  employment.  Elimination  of  all  furnishings  for 
quarters  would  make  it  exceedingly  difficult  if  not  impossible  to 
adequately  staff  a facility  of  this  type  in  such  an  isolated  area.  Even 
if  we  assumed  that  adequate  personnel  could  be  recruited  with  per- 
sonal household  furnishings,  the  recurring  operating  cost  of  moving 
such  furniture  would  far  outweigh  the  initial  cost  of  supplying  and 
maintaining  furniture  for  such  quarters. 

It  is  requested  that  the  reduction  of  $186,000  be  restored,  and  that 
there  be  appropriated  $1,886,000,  the  full  amount  of  the  estimate. 

I would  be  very  happy  to  answer  any  questions  you  may  have. 

Senator  Hill.  Do  you  have  any  questions,  Senator? 

Senator  Ellender.  I have  no  questions. 

Senator  Hill.  Thank  you  very  much,  Doctor. 
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Construction  op  Surgical  Facilities 

STATEMENTS  OF  DR.  JOSEPH  E.  SMADEL,  ASSOCIATE  DIRECTOR, 

NATIONAL  INSTITUTES  OF  HEALTH;  DR.  JACK  MASUR,  DI- 
RECTOR, CLINICAL  CENTER;  HARRY  L.  DORAN,  DEPUTY  CHIEF 

FINANCE  OFFICER;  DANIEL  0.  MATHEWSON,  ACTING  FOR 

DEPARTMENT  BUDGET  OFFICER 

Facilities  at  National  Institutes  of  Health 

Senator  Hill.  The  committee  has  just  received  a supplemental 
estimate  in  the  amount  of  $370,000  for  an  additional  amount  for 
“Construction  of  surgical  facilities”  at  the  National  Institutes  of 
Health. 

Congress  provided  an  initial  appropriation  of  $1,630,000  3 years 
ago  but  with  the  passage  of  time  and  the  development  of  plans  and 
specifications  it  is  apparent  that  additional  funds  will  be  needed. 

We  will  insert  the  justifications  for  this  item  at  this  point  in  the 
hearings. 

(The  material  referred  to  follows:) 

justifications 

In  the  Appropriation  Act  of  1957,  the  Congress  provided  $1,630,000  for  the 
construction  of  “operating  room  facilities  adequate  for  the  most  modern  surgical 
study  of  neurological  and  heart  diseases.”  In  recommending  these  funds,  the 
Senate  Committee  on  Appropriations  recognized  that  the  original  cost  estimates, 
on  which  this  appropriation  was  based,  were  only  approximate  and  that  they  would 
in  all  likelihood  change  as  the  program  requirements  were  studied  in  detail. 

With  plans  for  the  NIH  surgical  facility  now  in  the  final  stages  of  development, 
it  has  been  possible  to  arrive  at  more  refined  estimates  of  the  total  cost  of  this 
facility.  The  complete  structure,  to  contain  all  planned  features  essential  to  meet 
program  requirements  for  research  in  brain  surgery  and  open  heart  surgery,  is 
estimated  by  the  Public  Buildings  Service  to  cost  $2  million — or  $370,000  in  excess 
of  the  funds  currently  appropriated  for  this  construction.  Accordingly,  it  is  now 
necessary  to  request  a supplemental  appropriation  of  $370,000  to  provide  for  all 
essential  features  of  this  facility. 

The  operating  room  arrangements  presently  located  in  the  clinical  center  at 
the  National  Institutes  of  Health  were  planned  in  1948  to  meet  a variety  of  needs 
for  generalized  surgery.  However,  these  plans  did  not  anticipate  highly  special- 
ized neurosurgical  procedures  nor  the  dramatic  advances  in  heart  surgical  pro- 
cedures that  have  developed  since  these  plans  were  concluded.  Although  some 
modifications  have  been  made  to  the  existing  facilities  in  relation  to  the  needs  of 
these  programs,  serious  limitations  continue  to  exist.  For  example,  the  single 
room  available  for  surgery  in  brain  disorders  is  not  large  enough  to  accommodate 
both  the  necessary  apparatus  and  the  number  of  attending  staff  for  extensive  and 
delicate  brain  surgery;  ceilings  are  too  low  for  proper  use  of  certain  apparatus,  for 
observation  of  the  procedure  from  points  isolated  from  the  sterile  operative  area ; 
and  for  effective  clinical  photography;  instrumentation  space  is  inadequate  for  the 
extensive  recording  and  measuring  devices  which  are  now  available  to  assist  in  the 
diagnostic  and  operative  procedures  in  neurosurgery;  and  ideal  sterility  require- 
ments are  difficult  to  maintain  in  the  present  facilities.  Similar  deficiencies  are 
encountered  in  the  heart  surgery  facility  primarily  because  of  the  extensive  and 
bulky  apparatus  and  instrumentation  required  for  such  procedures  as  hypothermia, 
catheterization,  cardiac  fluoroscopy,  and  use  of  the  heart  lung  machine. 

During  hearings  on  the  appropriation  request  of  the  National  Institutes  of 
Health  for  fiscal  year  1957,  members  of  the  Senate  Appropriations  Subcommittee 
on  Labor  and  Welfare  raised  specific  questions  concerning  the  adequacy  of  clinical 
center  surgical  facilities  with  special  reference  to  neurosurgery.  Testimony  by 
the  NIH  staff  indicated  deficiencies  and  limitations  of  the  facilities  for  both 
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neurologic  and  cardiac  surgery  and  the  subcommittee  requested  a special  report 
on  the  present  status  and  future  needs  for  surgical  operating  rooms,  including 
recommendations  for  remedying  the  situation.  This  report  is  incorporated, 
beginning  on  page  737,  of  the  “Hearings  Before  the  Subcommittee  of  the  Com- 
mittee on  Appropriations,  U.S.  Senate,  84th  Congress  (2d  sess.)  on  H.R.  9720.” 

The  development  of  plans  for  the  new  facility  has  involved  extensive  studies 
and  projection  of  the  trends  in  the  clinical  investigation  programs  in  the  National 
Institute  of  Neurological  Diseases  and  Blindness  and  the  National  Heart  Insti- 
tute, a review  of  recently  constructed  surgical  facilities  in  this  country  and 
abroad  for  these  specialty  fields,  and  the  modification  of  design  concepts  to  cre- 
ate a truly  modern  surgical  facility  which  will  meet  the  present  and  future  needs 
of  the  clinical  investigators  at  the  clinical  center  and  serve  as  a model  for  other 
institutions.  These  studies  have  led  to  many  changes  in  the  original  concepts 
under  consideration  at  the  time  the  above-mentioned  report  was  filed  with  the 
subcommittee.  It  became  evident  that  predictable  developments  in  the  fields  of 
neurological  and  heart  surgery  would  entail  provision  for  considerable  flexibility 
in  the  use  of  more  and  more  electronic  recording  devices  for  physiological  inves- 
tigation during  surgical  procedures.  It  was  concluded  that  a circular  design 
would  provide  the  greatest  flexibility  to  meet  future  needs.  Careful  site  studies 
and  deliberations  in  relation  to  the  existing  patient  care  units  and  laboratories 
led  to  the  decision  to  change  the  originally  proposed  site  location  to  a more  feasible 
plan  of  a separate  wing,  connecting  with  the  main  building. 

The  final  plans  will  provide  for  a circular  4-story  building  of  reinforced  con- 
crete with  a brick  facing  and  porcelain  enameled  panels.  The  four  operating 
rooms,  adjacent  supporting  facilities,  and  laboratory  space  will  encompass  about 
26,768  net  square  feet. 

The  bid  advertisement  for  this  facility  has  been  arranged  to  include  sufficient 
alternates  to  make  it  possible  to  award  a construction  contract  for  the  main 
structure  within  funds  presently  available  ($1,630,000).  This  base  contract  will 
provide  a usable  surgical  facility  for  neurological  and  heart  studies. 

The  exclusion  of  the  alternates  will,  however,  leave  some  important  deficien- 
cies. For  example,  the  usefulness  of  the  second  floor  will  be  handicapped  by 
the  difficulties  of  communication  with  the  existing  blood  bank  located  in  the 
main  part  of  the  clinical  center  and  by  the  lack  of  a chemical  laboratory  for  the 
anesthetist.  The  use  of  the  fourth  floor  neurosurgery  suite  will  be  handicapped 
because  of  the  distance  to  the  neurosurgery  laboratory  located  in  the  main  part 
of  the  clinical  center. 

The  additional  $370,000  requested  in  this  supplemental  is  required  to  complete 
the  new  blood  bank  facility,  central  hypothermia,  laboratory  areas  on  the  third 
floor,  communicating  facilities,  and  structural  features  essential  to  full  implemen- 
tation of  the  research  programs  for  which  these  facilities  are  planned. 

The  following  is  a summarization  of  the  current  cost  estimate: 


Basic  construction  cost $1,  626,  000 

Reservations 68,  000 

Contingencies,  5 percent  of  construction  costs 81,  000 

Remodeling  in  clinical  center 75,  000 

Administration  (general  expenses) 150,  000 


Total 2,  000,  000 

Less  presently  available —1,  630,  000 


Supplemental  required 370,  000 


In  a letter  dated  March  7,  1958,  to  the  then  Secretary  of  Health,  Education,  and 
Welfare,  Marion  B.  Folsom,  Senator  Hill  made  clear  the  position  of  the  committee 
with  respect  to  the  support  of  this  construction  project  and  the  provision  of  funds 
therefor  by  stating: 

“*  * * This  committee  determined  at  the  beginning  that  this  new  construction 
should  incorporate  the  most  advanced  planning  for  present  and  future 
needs.  * * * It  recognized  that  the  original  cost  estimates  were  only  approxi- 
mate and  would  in  all  likelihood  change  as  the  program  requirements  were  studied 
in  detail. 

“ * * * If  the  surgical  building  on  the  scale  currently  planned  involves  a greater 
sum  that  that  currently  available  * * * I can  assure  you  that  this  committee 
will  give  its  prompt  consideration  and  support  to  a supplemental  request  by  your 
Department  for  funds  necessary  to  complete  the  project.  * * *” 
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FACILITIES  FOR  NEUROLOGIC  AND  CARDIAC  SURGERY 

Senator  Hill.  Dr.  Joseph  Smadel,  Associate  Director  of  the  Na- 
tional Institutes  of  Health,  is  here  to  justify  this  supplemental  request. 

Dr.  Smadel,  we  are  glad  to  have  you  here.  You  may  proceed, 
Doctor. 

Dr.  Smadel.  Mr.  Chairman  and  members  of  the  committee,  during 
the  hearings  on  the  appropriation  request  for  1957  before  the  Senate 
Appropriations  Subcommittee  on  Labor  and  Welfare,  testimony  was 
presented  at  the  request  of  the  committee  on  the  deficiencies  and 
limitations  of  current  facilities  for  neurologic  and  cardiac  surgery. 
As  a result  of  this  interest,  the  Congress  provided  $1,630,000  in  the 
Appropriation  Act  of  1957  for  the  construction  of  operating  room 
facilities  adequate  for  the  most  modern  surgical  study  of  neurological 
and  heart  diseases.  In  recommending  these  funds,  the  Senate  Com- 
mittee on  Appropriations  recognized  that  the  original  cost  estimates, 
on  which  this  appropriation  was  based,  were  only  approximate  and 
that  they  would  in  all  likelihood  change  as  the  program  requirements 
were  studied  in  detail. 


DEVELOPMENT  OF  PLANS 

The  development  of  plans  for  the  new  facility  has  involved  extensive 
studies  and  projection  of  the  trends  in  these  clinical  investigation  pro- 
grams. It  involved  a review  of  recently  constructed  surgical  facilities 
in  this  country  and  abroad  for  these  speciality  fields  and  as  a result 
of  such  studies  there  has  been  necessary  modification  of  the  design 
concepts  which  were  originally  held  at  the  time  of  the  hearings  in 
1957.  As  a result  of  these  changes,  we  now  have  planned  for  a circular, 
four-story  building  of  reinforced  concrete  with  brick  facing  and  por- 
celain enamel  paneling.  The  four  operating  areas,  adjacent  supporting 
facilities,  and  laboratory  space  will  encompass  about  26,768  net  square 
feet.  The  completed  structure,  to  contain  all  planned  features  essen- 
tial to  meet  program  requirements,  is  estimated  by  the  Public  Build- 
ings Service  to  cost  $2  million.  Since  this  is  in  excess  of  the  amount 
already  appropriated  it  is  necessary  to  request  this  supplemental 
appropriation  of  $370,000  to  provide  for  all  essential  features  of  this 
facility. 

ALTERNATE  DESIGN  OF  BUILDING 

It  has  been  possible  to  arrange  a series  of  alternates  in  the  design 
of  the  new  building  so  that  a base  contract  has  been  presented  for 
the  original  amount  of  $1,630,000.  This,  if  completed,  would  provide 
a usable  surgical  facility  for  neurological  and  heart  studies.  However, 
the  exclusion  of  these  alternates  would  leave  the  new  surgical  wing 
without  ready  access  to  a new  blood  bank,  without  central  hypo- 
thermia, which  is  so  essential  to  cardiac  surgery  in  particular,  without 
laboratory  areas  on  the  third  floor,  without  certain  communicating 
facilities  between  the  new  wing  and  the  main  clinical  center,  and  it 
would  not  be  possible  to  do  all  of  the  things  that  the  committee 
wishes  to  do. 

In  the  spring  of  last  year,  following  the  hearings  before  your  sub- 
committee, you  wrote  to  the  Secretary  of  Health,  Education,  and 
Welfare  on  this  matter.  Now,  if  I may,  with  your  permission,  sir, 
I will  quote  some  of  your  own  words  from  your  letter  of  March  7: 
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If  the  surgical  building  on  the  scale  currently  planned  involves  a greater  sum 
than  that  currently  available,  I can  assure  you  that  this  committee  will  give  its 
prompt  consideration  and  support  to  a supplemental  request  by  your  Department 
for  funds  necessary  to  complete  the  project. 

We  have  been  most  grateful  for  the  continued  interest  of  your  com- 
mittee and  much  of  the  time  between  last  spring  and  now  has  been 
concerned  with  the  detailed  planning.  Sir,  I might  point  out  that 
the  planning  has  been  extremely  complicated.  I will  not  go  into  the 
details  because  it  is  late,  but  Dr.  Masur,  the  Director  of  the  Clinical 
Center,  could  give  you  this  in  great  detail.  It  is  quite  interesting. 
But  we  are  back  now,  sir,  with  a request  for  a supplemental  in  the 
amount  of  $370,000. 

Senator  Hill.  To  construct  the  facilities  which  Congress  contem- 
plated at  the  time  it  authorized  it,  you  need  this  $370,000,  is  that  right? 

Dr.  Smadel.  That  is  right. 

Senator  Hill.  And  you  say  at  the  time  it  was  authorized  it  was 
not  possible  to  know  all  the  details  in  the  construction  of  a building 
which  does  not  compare  with  the  Statler,  an  apartment  house,  or  a 
hotel,  or  even  a private  residence,  is  that  true? 

Dr.  Smadel.  That  is  correct. 

Senator  Hill.  It  is  something  new  and  it  is  admitted  there  has 
been  progress  made  even  since  we  first  contemplated  this  building  and 
therefore  a need  for  more  equipment  and  more  facilities  and  more 
technological  things  which  you  have  to  have;  is  that  right? 

Dr.  Smadel.  That  is  right. 

Senator  Hill.  Are  there  any  questions  from  the  committee 
members? 

Thank  you  very  much,  Doctor. 

Is  there  anything  you  would  like  to  add,  Dr.  Masur? 

Dr.  Masur.  No,  thank  you,  Senator. 

St.  Elizabeths  Hospital 

SALARIES  AND  EXPENSES 

STATEMENTS  OF  DR.  WINFRED  OVERHOISER,  SUPERINTENDENT; 

F.  M.  HALL,  BUDGET  OFFICER;  AND  JAMES  F.  KELLY,  DEPART- 
MENT BUDGET  OFFICER 

DECLINE  IN  NUMBER  OF  REIMBURSABLE  PATIENTS 

Senator  Hill.  The  committee  has  just  received  a supplemental 
estimate  for  an  additional  amount  of  $43,000  for  salaries  and  expenses, 
St.  Elizabeths  Hospital,  of  which  $19,000  is  required  to  meet  the 
cost  of  pay  increases  approved  January  11,  1959,  for  wage  board 
employees,  and  $24,000  to  offset  a part  of  the  loss  of  reimbursements 
to  the  hospital  resulting  from  a decline  in  the  number  of  reimbursable 
patients. 

We  will  insert  the  justification  for  this  request  in  the  hearings  and 
will  hear  from  Dr.  Winfred  Overholser  in  support  of  the  request. 

(The  material  referred  to  follows:) 

PROPOSED  SUPPLEMENTAL  APPROPRIATION  FISCAL  YEAR  1959 

The  1959  budget  for  St.  Elizabeths  Hospital,  as  approved  by  Congress  and 
reflected  in  the  approved  apportionment,  was  to  be  financed  as  follows: 
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Source 


Reimbursable  patients 

Miscellaneous  receipts 

Total  reimbursements 
Nonreimbursable  patients. . 

Total  budget .. 


Average 

patient 


Amount 


load 


Per  diem 


Total 


5,  555 

5, 555 
1,390 

6, 945 


$6.  72 

6. 72 
6.  72 


$13, 616, 500 
67,  500 

13, 684, 000 
* 3, 407,  000 

17,  091, 000 


; I ucludes  proposed  supplemental  of  $221,000  for  pay  costs. 


Based  on  actual  patient  load  figures  to  date  and  a projection  of  the  current 
load  for  the  remaining  months  of  the  fiscal  year,  it  is  now  estimated  that  the 
reimbursable  patient  load  will  total  only  an  average  of  5,497  for  the  year,  a 
decrease  of  58  under  the  original  estimate.  This  loss  in  reimbursable  patients 
decreases  the  hospital’s  total  available  funds  for  the  year  by  approximately 
$135,000.  While  the  decrease  in  earnings  creates  a serious  financial  problem  for 
St.  Elizabeths,  the  loss  of  58  patients  will  not  permit  any  reduction  in  staff. 
The  wards  are  still  overcrowded  and  the  hospital  is  still  understaffed  in  every  area. 
Fixed  operating  expenses,  coupled  with  staffing  inadequacies,  make  it  possible  to 
effect  reductions  only  in  those  items  where  cost  varies  directly  with  patient  load, 
i.e.,  food,  clothing,  drugs,  etc.  Requirements  in  these  areas  can  be  reduced 
about  $1  per  patient  day  or  $22,000  in  total. 

In  addition  to  the  loss  in  earnings,  the  hospital’s  financial  situation  has  been 
further  complicated  by  increased  operating  costs  resulting  from  wage  board 
hourly  rate  increases  granted  to  approximately  678  employees  serving  in  pre- 
vailing rate  system  positions.  The  estimated  cost  of  these  increases  for  the  period 
January  11  through  June  30,  1959,  is  $95,000,  including  the  accompanying  in- 
crease in  the  cost  of  mandatory  contributions  to  the  retirement  fund. 

The  loss  in  earnings  and  the  increased  operating  costs  of  wage  board  rate  increases 
results  in  the  following  revision  of  requirements  for  1959: 


Currently  authorized  budget $17,  091,  000 

Reduction  in  requirements  for  decrease  of  58  patients —22,  000 

Increase  for  wage  board  rate  adjustments +95,  000 


Revised  total  requirements  for  1959 17,  164,  000 

Net  increase  necessary  to  maintain  operations  at  level  authorized 

in  fiscal  year  1959  budget 73,  000 


A redistribution  of  the  revised  1959  requirements  ($17,  164,  000)  on  the  basis 
of  the  current  estimated  total  patient  load  of  6,887  (5,497  reimbursable  and  1,390 
nonreimbursable)  results  in  a revised  annual  average  patient-day  cost  of  $6.80, 
an  increase  of  8 cents  over  the  budgeted  rate  of  $6.72.  Application  of  this  rate 
to  the  respective  patient  groups  results  in  the  following: 


Average 
patient  load 

Average  per- 
patient  day 

Amount 

Reimbursable  patients: 

Actual,  1st  half,  fiscal  1959: 

District  of  Columbia  

5, 054 
461 

$6.  72 
6.72 

$6, 248, 948 
569,  964 

Other...  . . ...  _ 

Total  . . ..  

5,  515 

6.72 

6, 818,  912 

Estimated,  2d  half,  fiscal  1959: 

District  of  Columbia.  . ..  ..  . . 

5,021 

457 

6.  88 
6.  88 

6,  255, 832 
571,  756 

Other..  . . ..  ..  ..  ..  ... 

Total  ..  . .. 

5, 478 

6.  88 

6, 827,  588 

Total,  fiscal  1959: 

District  of  Columbia..  . 

5,  037 
460 

6. 80 
6.  80 

12,  504,  780 
1, 141,  720 

Other..  ...  .. 

Total  . . 

5,  497 

6.80 

13,  646,  500 
67,500 

Miscellaneous  receipts. . . . . 

Nonreimbursable  patients: 

Appropriation  . . 

1,390 

6.  72 

i 3,  407, 000 
43,  000 

Supplemental...  ...  ..  ...  . . 

Total . . 

1,390 

6.  80 

3,  450,  000 

Total  budget.  

6,887 

6.  80 

17, 164,  000 

1 Includes  proposed  supplemental  of  $221,000  for  pay  increase  (H.  Doc.  90). 
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Although  reimbursements  account  for  about  75  percent  of  the  hospital’s  budget, 
only  $30,000  of  the  requested  increase  of  $73,000  will  be  financed  by  reimburse- 
ments. Because  of  the  decrease  of  58  in  the  estimated  average  reimbursable 
patient  load,  a more  than  proportionate  share  of  the  increase  must  be  obtained 
from  the  appropriation  in  order  to  maintain  equality  of  cost  for  all  patients  on 
an  annual  basis. 

To  provide  the  additional  funds  required  in  1959  for  the  above  mentioned  pur- 
poses and  to  permit  the  hospital  to  carry  out  its  approved  programs,  it  is  requested 
that  a supplemental  appropriation  request  of  $43,000  be  approved  to  cover  the 
Federal  share  of  the  increased  operating  costs  resulting  from  wage  board  hourly 
rate  increases  and  adjustments  in  total  patient  load  levels.  An  increase  in  the  per 
diem  reimbursement  rate  from  $6.72  to  $6.88  effective  January  1,  1959,  has  been 
put  into  effect.  This  rate  increase,  together  with  the  supplemental  appropriation 
requested,  will  finance  the  approved  program  of  the  hospital  in  1959  in  such  a 
manner  that  all  patients  will  be  provided  care  at  the  same  annual  average  daily 
cost,  $6.80. 

Program  and  financing 


Program  by  activities: 

1.  Operation  and  maintenance  of  hospital 

2.  Operation  of  farm 

3.  Operation  of  cafeteria 

4.  Training  program 

5.  1959  program  obligated  in  1958... 

Total  obligations 

Financing: 

1959  appropriation  available  in  1958 

Reimbursements  from  other  accounts 

Reimbursements  from  non-Federal  sources  (32  D.C.  Code 
401-416) ■_ 

New  obligational  authority 

New  obligational  authority: 

Appropriation 

Proposed  supplemental  due  to  pay  increase 

Appropriation  (adjusted) 


Presently 

available 

Revised 

estimate 

Difference 

$16, 682,  250 
37,  560 
103,  270 
267,  920 
-163, 812 

$16,  753, 364 
38, 332 
104, 384 
267, 920 
-163,  812 

+$71, 114 
+772 
+ 1,114 

16,  927, 188 

163,  812 
-1, 125,  050 

-12,558,  950 

17, 000, 188 

163,812 
-1,136,  950 

-12,577,050 

+73,000 

11,900 
18, 100 

3,  407, 000 

3, 450, 000 

+43,000 

3, 186, 000 
221, 000 

3,  229, 000 
221, 000 

+43,000 

3, 407, 000 

3,  450, 000 

+43,000 

Object  classification 


Total  number  of  permanent  positions. 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

01  Personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services... 

06  Printing  and  reproduction 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment. 

11  Grants,  subsidies,  and  contributions: 

Contributions  to  retirement  fund 

13  Refunds,  awards,  and  indemnities 

15  Taxes  and  assessments.. 

Subtotal 

Deduct  charges  for  quarters,  subsistence,  and  laundry 

Subtotal 

1959  appropriation  available  in  1958 


Presently 

available 

Revised 

estimate 

Difference 

2,  773 
89 

2,  811 

2,773 

89 

2,  811 

$12,  375,  665 
4,400 

6,  300 
20,  770 

133,  530 
16,  000 
130,  585 
3,  478, 150 
210,  000 

730,  000 
4,400 

7,  500 

$12,  465,  565 
4,  400 
6,300 
20,  770 
133,  530 
16,  000 
130,  585 
3,  456, 150 
210,  000 

735, 100 
4,400 
7,  500 

+$89, 900 

— $22,  000 

+5, 100 

17, 117,  300 
-26,  300 

17, 190,  300 
-26,  300 

+73,  Qpp 

17, 091,  000 
-163,  812 

17, 164,  000 
-163,  812 

+73,000 

16,  927, 188 

17,  000, 188 

+73,000 

Total  obligations 
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General  Statement 

I)r.  Overholser.  It  is  clear,  I presume  to  the  committee,  that  this 
has  not  been  considered  by  the  House? 

Senator  Hill.  Yes. 

Dr.  Overholser.  Mr.  Chairman  and  members  of  the  committee, 
the  1959  budget  for  salaries  and  expenses  of  St.  Elizabeths  Hospital, 
as  approved  by  the  Congress  and  including  a pending  supplemental 
appropriation  for  classified  salary  increases,  amounts  to  $17,091,000. 
Apportionment  of  this  budget  was  originally  based  on  a total  patient 
load  of  6,945,  consisting  of  an  estimated  5,555  patients  for  whose  care 
the  hospital  would  be  reimbursed  on  a per  diem  basis  and  1,390  non- 
reimbursable patients  for  whom  a direct  appropriation  is  received. 

Based  on  actual  patient-load  figures  to  date  and  a projection  of  the 
current  load  for  the  remaining  months  of  the  fiscal  year,  it  is  now  esti- 
mated that  the  reimbursable  patient  load  will  total  only  an  average 
of  5,497  for  the  year,  a decrease  of  58  under  the  original  estimate. 
This  loss  in  reimbursable  patients  decreases  the  hospital’s  total  avail- 
able funds  for  the  year  by  approximately  $135,000.  While  the 
decrease  in  earnings  creates  a serious  financial  problem  for  St.  Eliza- 
beths, the  loss  of  58  patients  will  not  permit  any  reduction  in  staff. 
The  wards  are  still  overcrowded  and  the  hospital  is  still  understaffed 
in  every  area.  Fixed  operating  expenses,  coupled  with  staffing  inade- 
quacies, make  it  possible  to  effect  reductions  only  in  those  items  where 
cost  varies  directly  with  patient  load;  that  is,  food,  clothing,  drugs, 
and  so  forth.  Requirements  in  these  areas  can  be  reduced  about  $1 
per  patient  day  or  $22,000  in  total. 

Senator  Hill.  Chairman  Hayden  would  like  to  make  a comment  at 
this  point. 

SOURCE  OF  REIMBURSEMENT  COSTS 

Chairman  Hayden.  Might  I ask  who  pays  these  reimbursement 
costs,  the  patients  themselves  or  some  other  source. 

Dr.  Overholser.  Other  agencies.  The  principal  source,  by  far, 
Mr.  Chairman,  is  the  District  of  Columbia,  for  care  of  the  residents 
from  the  District  of  Columbia  for  whom  the  hospital  is  reimbursed. 
We  are  also  reimbursed  by  the  Soldiers’  Home,  Veterans’  Administra- 
tion and  by  the  Public  Health  Service  for  the  care  of  their  patients. 

Senator  Hill.  Senator  Allott. 

Senator  Allott.  May  I ask  this  question:  Last  week  when  we 
were  having  hearings  concerning  the  District  of  Columbia,  one  of  the 
gentlemen  told  me  afterwards  that  the  St.  Elizabeths  Hospital,  and  I 
was  not  acquainted  with  this  at  that  time,  was  being  supported  by  the 
District  of  Columbia.  I would  like  to  ask  you  the  express  question: 
Who  supports  St.  Elizabeths? 

Dr.  Overholser.  It  is  a Federal  institution,  sir. 

Senator  Allott.  In  its  operation? 

Dr.  Overholser.  In  its  operation,  yes. 

DISTRICT  OF  COLUMBIA  CONTRIBUTION 

Senator  Allott.  And  the  only  way  the  District  of  Columbia 
contributes  to  it  is  by  the  reimbursement  of  a portion  of  the  patient 
caseload? 

Dr.  Overholser.  That  is  correct.  Of  course,  that  amounts  to 
something  like  75  percent  of  the  total  cost  of  operating  the  hospital. 
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Senator  Allott.  But  it  is  no  more  than  any  other  comparable 
municipality  or  State  pays  for  taking  care  of  their  own  medical 
patients,  is  it?  \ 

Dr.  Overholser.  The  District  does  not  have  the  responsibility  of; 
operating  this  hospital.  It  has  only  the  responsibility  of  reimbursing 
on  a per  diem  basis  for  the  care  of  residents  of  the  District  of  Columbia. 

Senator  Allott.  Yes,  sir.  I do  not  have  time  to  go  into  this,  but 
I am  glad  to  get  this  straightened  up.  A certain  gentleman  and  I 
will  have  a very  serious  conversation  within  the  next  week,  I can 
assure  you  of  that. 

Senator  Ellender.  Doctor,  since  your  number  of  patients  has 
decreased,  could  you  not  decrease  the  number  of  employees  necessary 
to  operate  the  hospital? 

Dr.  Overholser.  No,  sir. 

Senator  Ellender.  Why  not? 

Dr.  Overholser.  Well,  we  are  already  short  of  employees.  We 
really  need  a great  many  more  than  we  have.  However,  if  you  have 
two  or  three  patients  cut  out  of  one  ward,  for  example,  you  cannot 
cut  down  the  number  of  employees  b}T  one,  you  see.  One  employee 
might  possibly  be  caring  for  25  patients  or  more. 

EXTENT  OF  DEPENDENCY  ON  REIMBURSEMENTS 

Senator  Ellender.  To  what  extent  are  you  dependent  on  the 
reimbursements  to  operate  the  hospital? 

Dr.  Overholser.  To  a very  great  extent,  sir. 

Senator  Ellender.  Well,  you  said  you  had  an  average  of  5,497  for 
the  year,  as  I remember  the  figures? 

Dr.  Overholser.  Yes,  sir. 

Senator  Ellender.  And  that  is  in  contrast  to  a greater  number  this 
year. 

Dr.  Overholser.  Yes,  sir. 

Senator  Ellender.  And  it  is  because  of  a loss  of  patients  that  you 
come  here  for  reimbursement? 

Dr.  Overholser.  In  this  case  we  come  here  primarily  on  account  of 
the  wage  board  increase,  Senator  Ellender. 

Senator  Ellender.  But  you  mentioned  a while  ago  about  the  fact 
that  your  reimbursement,  since  you  have  less  patients,  is  lessened  and 
therefore  you  come  to  us  for  money  to  supplement  that  amount? 

Dr.  Overholser.  Part  of  it  is  on  account  of  the  wage  board  in- 
crease. 

I think  I will  be  coming  to  that  question,  Senator,  and  if  I may 
finish  the  statement  I think  I will  clarify  the  point  that  you  raise. 

Senator  Ellender.  All  right. 

Dr.  Overholser.  May  I proceed? 

Senator  Hill.  I have  one  point  here,  Doctor.  Does  not  the  Dis- 
trict also  make  contributions  to  capital,  the  cost  of  their  capital  invest- 
ments, buildings  and  so  forth? 

Dr.  Overholser.  They  pay  their  proportionate  share,  of  the  cost 
of  capital  outlays  in  the  line  of  new  buildings.  They  already  reim- 
burse a proportionate  share  to  the  Treasury  for  major  repairs. 

It  is  not  only  on  a straight  day-to-day  operation  that  they  reimburse 
us  directly  for. 
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Senator  Hill.  Let  me  get  this  straight  for  the  record  and  for  my 
own  information.  Have  you  had  much  reduction  in  the  overall  num- 
ber of  your  patients  or  is  the  reduction  largely  in  the  reimbursable 
patients,  those  for  whom  you  are  reimbursed? 

Dr.  Overholser.  It  is  largely  reimbursables  because  they  con- 
stitute between  75  and  80  percent. 

Senator  Hill.  I understand,  but  when  you  speak  about  reimburs- 
ables, are  you  addressing  yourself  largely  or  primarily  to  reimbursable 
patients,  that  is  patients  for  the  care  of  whom  you  are  reimbursed? 

Dr.  Overholser.  Yes,  sir.  That  is  right. 

Senator  Hill.  All  right,  Doctor,  proceed. 

INCREASED  OPERATING  COSTS 

Dr.  Overholser.  In  addition  to  the  loss  in  earnings,  the  hospital’s 
financial  situation  has  been  further  complicated  by  increased  operating 
costs  resulting  from  wage  board  hourly  rate  increases  granted  to  ap- 
proximately 678  employees  serving  in  prevailing  rate  system  positions. 
The  estimated  cost  of  these  increases  for  the  period  January  11  through 
June  30,  1959,  is  $95,000,  including  the  accompanying  increase  in  the 
cost  of  mandatory  contributions  to  the  retirement  fund. 

After  giving  effect  to  the  estimated  reduction  in  food,  drugs,  cloth- 
ing, and  other  costs  of  $22,000  and  the  increase  of  $95,000  for  wage 
board  increases,  there  remains  a net  increase  in  operating  costs  of 
$73,000.  This  added  to  the  existing  planned  budget  of  $17,091,000 
results  in  a total  requirement  of  $17,164,000. 

AVERAGE  PATIENT  DAY  COST 

A redistribution  of  the  revised  1959  requirements  ($17,164,000)  on 
the  basis  of  the  current  estimated  total  patient  load  of  6,887  (5,497 
reimbursable  and  1,390  nonreimbursable)  results  in  a revised  average 
patient  day  cost  of  $6.80,  an  increase  of  8 cents  over  the  budgeted 
rate  of  $6.72. 

A supplemental  appropriation  of  $43,000  is  requested  to  cover  the 
Federal  share  of  the  increased  operating  costs  resulting  from  wage 
board  hourly  rate  increases  and  adjustments  in  total  patient  load. 
The  request  is  based  on  an  anticipated  direct  patient  load  of  1,390 
and  a revised  per  diem  rate  of  $6.80. 

The  hospital  cannot  absorb  the  cost  of  these  increases  without 
reducing  the  present  standards  of  care  and  treatment  of  patients. 

WAGE  BOARD  INCREASES 

Senator  Ellender.  To  what  extent,  Doctor  Overholser,  does  the 
wage  board  increase  the  wages?  How  often  does  it  happen  in  a year 
or  over  a period  of  time,  do  you  know? 

Dr.  Overholser.  Well,  the  tendency,  since  the  act  was  enacted 
has  been  that  there  has  been  a general  increase  just  about  once  every 
year. 

Senator  Ellender.  Have  you  anything  to  say  about  it  as  head  of 
the  institution? 

Dr.  Overholser.  No,  sir.  We  are  told  what  we  may  do  in  that 
respect. 
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Senator  Ellender.  I wonder,  Mr.  Chairman,  if  we  could  get  a 
little  information  on  how  this  board  operates,  because  the  board  seems 
to  be  the  cause  of  this  request  for  additional  funds.  The  last  two  or 
three  appropriations  that  have  been  requested  by  the  hospital  have 
been  due  to  wage  increases,  for  which  the  hospital  was  not  responsible 
and  was  not  even  consulted. 

Dr.  Ovep.holsep.  The  theory,  as  I understand  it,  Senator  Ellender, 
is  that  for  a certain  group  of  employees,  the  so-called  wage  board 
employees,  the  amount  paid  them  for  their  work  by  the  Government 
is  supposed  to  approximate  the  prevailing  rate  of  pay  in  outside 
circles  for  the  same  sort  of  work.  I think  that  is  the  basic  theory  of  it. 

Senator  Ellender.  I understand  that,  but  if  you  get  a raise  like 
that  every  year,  I am  beginning  to  look  upon  it  with  suspicion. 
I would  like  to  get  a little  more  information  about  the  board  for  the 
record  in  order  to  indicate  how  they  work  and  the  extent  to  which 
they  consult  with  those  who  have  to  come  here  and  justify  these 
increases. 

Mr.  Mathewson.  Mr.  Chairman,  may  we  supply  that  for  the 
record? 

Senator  Hill.  Yes. 

Dr.  Oveeholser.  Mr.  Mathewson  is  representing  Mr.  James 
Kelly,  the  budget  officer  of  the  Department. 

Senator  Hill.  We  would  like  to  have  a statement  in  answer  to 
Senator  Ellen  der’s  question  so  that  we  would  know  just  what  the 
authority  is  of  this  wage  board,  just  how  it  operates,  upon  what  basis 
it  acts,  and  when  it  acts  what  does  it  do,  just  notify  Dr.  Overholser 
that  wages  have  been  raised  and  therefore  he  pays  those  wages 
without  consulting  on  it  or  without  any  knowledge?  We  would  like 
to  know  just  how  it  operates. 

Mr.  Mathewson.  We  will  supply  that  for  you. 

(The  information  referred  to  follows :) 

(A  revised  and  enlarged  statement  appears  on  p.  635) 

Statement  on  Administration  of  Wage  Board  Pay  Increases 

Under  section  202(7)  of  the  Classification  Act  of  1949  (5  U.S.C.  1082(7)) 
certain  types  of  employees  in  unskilled,  semiskilled,  or  skilled  manual  labor 
occupations  are  exempted  from  the  basic  compensation  schedules  of  the  act, 
with  the  provision  that  “the  compensation  of  such  employees  shall  be  fixed  and 
adjusted  from  time  to  time  as  nearly  as  is  consistent  with  the  public  interest  in 
accordance  "with  prevailing  rates.”  There  is  further  provided  under  5 U.S.C. 
1072a  that  the  Civil  Service  Commission  is  authorized  to  issue  such  regulations 
as  may  be  necessary  for  the  administration  of  section  1082(7)  and  other  sections. 

Wage  rates  for  such  employees  may  be  set  administratively  or  by  so-called 
wage  boards.  In  the  Department  of  Health,  Education,  and  Welfare,  rates  are 
set  administratively  by  officials  to  whom  the  Secretary  has  delegated  this  author- 
ity. These  are  the  Director  of  Personnel,  the  Deputy  Director  of  Personnel,  the 
Chief,  Operations  Branch,  and  the  Assistant  Chief,  Operations  Branch.  In  the 
Washington,  D.C.,  area,  the  Department  makes  rate  determinations  on  the  basis 
of  w^age  rate  surveys  conducted  jointly  with  other  Federal  agencies  such  as  General 
Services  Administration,  Department  of  the  Army,  Veterans’  Administration, 
and  the  government  of  the  District  of  Columbia.  The  Department  and  the 
constituent  agencies  involved  participate  in  the  surveys  by  furnishing  data  col- 
lectors who  obtain  wage  information  from  local  employees.  The  information  is 
then  processed  by  the  Department  and  other  interested  agencies,  to  determine 
the  prevailing  rate  in  the  area,  as  prescribed  by  law.  On  the  average,  a survey 
for  each  occupation  or  wage  schedule  is  made  every  12  to  15  months. 

Under  Public  Law  85-872  (72  Stat.  1696)  when  a survey  has  been  determined 
to  be  necessary,  and  has  been  ordered,  the  new  schedule  of  wages  must  become 
effective  no  later  than  the  first  pay  period  beginning  45  working  days  after  the- 
survey  was  ordered  to  be  made. 
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AUTHORITY  DELEGATED  TO  BOARDS 

Senator  Ellender.  A while  ago,  Mr.  Chairman,  if  you  remember, 
a doctor  appeared  here  for  Freedmen’s  Hospital  and  he  did  not  expect 
this.  It  just  came  on  him  unexpectedly. 

Senator  Hill.  He  said  what  you  said,  Doctor.  He  had  no  say 
about  it.  He  was  not  consulted  in  any  way  whatsoever.  He  had 
no  say,  no  authority. 

Senator  Ellender.  I think  we  have  really  delegated  too  much  of 
our  authority  from  Congress,  Mr.  Chairman,  to  these  boards. 

Senator  Hill.  Are  there  any  more  questions? 

Senator  Allott.  Could  I ask  just  one  or  two  questions  to  straighten 
up  this  matter. 

First  of  all,  you  answered,  in  a reply  to  my  question  of  a few 
moments  ago,  that  this  was  a Government  institution  and  then  you 
later  made  the  statement  that  the  District  of  Columbia  supplies 
capital  outlays  on  buildings,  or  so  I understood  you? 

Dr.  Overholser.  It  pays  for  its  proportionate  share — -the  equiva- 
lent of  a long-term  interest-free  loan  really  from  the  Federal  Govern- 
ment. It  amortizes  its  share  of  the  cost  of  capital  outlays  for  con- 
struction and  major  repairs  in  the  hospital. 

Senator  Allott.  Now  is  that  amortized  through  the  cost  of  the 
patient  load  or  is  it  amortized  separately? 

Dr.  Overholser.  It  is  added  to  it. 

Senator  Allott.  It  is  added  separately? 

Dr.  Overholser.  Just  now  they  are  naying  3 cents  per  day  per 
patient  additional  for  major  repairs.  That  will  go  up  considerably 
when  the  new  maximum  security  building  goes  into  operation,  which 
will  be  the  first  building  under  that  plan. 

Senator  Allott.  In  other  words,  what  they  are  doing  is  paying  a 
proportion  of  the  capital  outlay  and  that  is  included  in  their  costs 
per  patient  that  they  pay  you,  is  that  correct? 

Dr.  Overholser.  Yes,  sir.  That  is  allocated.  Of  course,  that 
goes  back  to  the  Federal  Treasury.  The  hospital  does  not  get  that 
3 cents  a day. 

Senator  Allott.  I understand. 

Dr.  Overholser.  We  return  that  to  the  Federal  Treasury. 

Senator  Allott.  I understand  that;  however,  the  District  of 
Columbia  does  not  go  out  and  have  to  have  so  many  million  dollars, 
$2  million  or  $5  million,  to  build  a new  building.  This  is  built  by  the 
Federal  Government,  and  the  only  part  that  the  District  pays  is  a 
proportionate  part  based  upon  the  caseload  which  the  District  has  in 
the  hospital  at  that  time,  is  that  correct? 

Dr.  Overholser.  That  is  entirely  correct,  whereas  only  5 years  ago 
or  so  all  of  the  capital  outlay,  the  cost  of  all  of  the  new  buildings  was 
borne  entirely  by  the  Federal  Government.  The  law  was  changed 
just  around  that  time. 

PROPORTION  OF  COSTS  PAID  BY  THE  DISTRICT  OF  COLUMBIA 

Senator  Ellender.  In  order  to  possibly  clear  up  the  impending 
debate  that  is  going  to  be  taken  up  by  Senator  Allott  against  some- 
body he  has  not  named,  can  you  give  us  what  proportion  of  the  cost 
of  the  building,  as  well  as  the  maintenance  of  the  hospital,  is  paid  by 
the  District  of  Columbia? 
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Dr.  Overholser.  Approximately  73  percent. 

Senator  Ellender.  Seventy-three  percent. 

Dr.  Overholser.  That  accounts  for  the  proportion  of  District 
residents  for  whom  this  is  paid. 

Senator  Ellender.  And  the  27  percent  remaining  is  paid  by  whom? 

Dr.  Overholser.  Either  by  direct  appropriation  to  St.  Elizabeths 
or  on  a reimbursement  basis  from  the  Veterans’  Administration, 
Public  Health  Service,  or  the  Soldiers’  Home,  the  governmental  agen- 
cies. They  are  not  charged  the  additional  3 cents  a day. 

Chairman  Hayden.  If  there  are  no  additional  questions,  thank 
you,  Doctor. 

Office  of  the  Secretary 

WHITE  HOUSE  CONFERENCE  ON  AGING 

STATEMENTS  OF  BERTHA  S.  ADKINS,  UNDERSECRETARY; 

WILLIAM  C.  FITCH,  DIRECTOR,  SPECIAL  STAFF  ON  AGING; 

AND  DANIEL  0.  MATHEWSON,  ACTING  DEPARTMENT  BUDGET 

OFFICER 

Appropriation  Estimate 

For  an  additional  amount  for  the  White  House  Council  on  Aging,  $846,000  of 
which  $810,000  shall  be  available  for  grants  to  States  and  shall  remain  available 
until  January  31,  1961. 

Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase 

Program  by  activities: 

1.  Technical  assistance  to  States  and  planning  of  confer- 
ence  . ------  - 

$100, 000 

$136, 000 
810, 000 

$36, 000 
810, 000 

2.  Grants  to  States 

Total  obligations.  ---  ...  -- 

100, 000 
100, 000 

946, 000 
946, 000 

846, 000 
846, 000 

Financing:  Appropriation  and  new  obligational  authority 

Object  classification 


Presently 

available 

Revised 

estimate 

Increases 

Total  number  of  permanent  positions.  

6 

9 

3 

Full-time  equivalent  of  all  other  positions 

1 

1 

Average  number  of  all  employees 

5 

6 

1 

Number  of  employees  at  end  of  year ..  

6 

9 

3 

01  Personal  services: 

Permanent  positions ..  ..  ..  . 

$29,  484 

$34,  649 

$5, 165 

Positions  other  than  permanent 

15,  000 
384 

15,  000 
464 

Other  personal  services  

80 

Total  personal  services 

44,  868 

50, 113 

5, 245 

02  Travel..  ..  . — . . 

19, 100 

20,  600 

1,500 

03  Transportation  of  things 

400 

400 

04  Communication  services 

1,600 

1,750 

150 

06  Printing  and  reproduction. ... 

11, 000 

16, 000 

5, 000 

07  Other  contractual  services.  ..  ... 

700 

800 

100 

Services  performed  by  other  agencies 

17,  412 

39,  927 

22,  515 

08  Supplies  and  materials 

300 

400 

100 

09  Equipment ..  . 

2,  700 

3,  750 

1,050 

11  Grants,  subsidies,  and  contributions 

810, 000 
2,  280 

810, 000 
340 

Contributions  to  the  retirement  fund..  

1,920 

Total  obligations  

100,  000 

946, 000 

846, 000 
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BUDGET  JUSTIFICATION 

The  $846,000  is  requsted  for  the  following  purposes: 

1.  Grants  to  the  States  (up  to  $15,000  for  each  State  and  Territory) 
authorized  in  Public  Law  85-908,  sec.  202,  White  House  Conference 


on  Aging  Act $810,  000 

2.  Professional  and  secretarial  staff  for  the  White  House  Conference  on 

Aging 36,  000 

Total.  846,000 

Grants  to  the  Stales 


Public  Law  85-908,  the  White  House  Conference  on  Aging  Act,  authorizes  pay- 
ments of  up  to  $15,000  to  each  State  and  Territory  for  use  in  planning  and  con- 
ducting a State  conference  on  aging;  for  developing  facts  and  recommendations 
and  preparing  a report  for  presentation  to  the  White  House  Conference  on  Aging,- 
and  for  defraying  costs  incident  to  the  State’s  delegates  attendance  at  the  White- 
House  Conference  on  Aging. 

One  of  the  purposes  of  the  act  is  to  encourage  all  of  the  States  to  assess  the 
needs  of  their  older  people,  to  outline  plans  for  meeting  unmet  needs,  and  to- 
create  such  additional  programs  and  services  as  may  be  required  to  close  these 
gaps.  It  is  anticipated  that  the  States  will  conduct  studies  of  their  older  popula- 
tions, take  inventories  and  determine  the  adequacy  of  existing  programs,  and  hold 
local  conferences,  in  addition  to  one  or  more  State  conferences,  for  the  purpose  of 
developing  blueprints  and  recommendations  for  action.  It  is  highly  desirable 
that  these  steps  be  taken  with  the  widest  possible  citizen  participation  and  that 
they  should  be  taken  by  all  States  prior  to  the  national  White  House  Conference. 

The  sum  of  $15,000  will  be  necessary  for  the  aforementioned  purposes  and  to- 
pay  the  costs  incident  to  attendance  of  the  delegates  to  the  White  House  Confer- 
ence in  Washington.  In  some  States  it  is  expected  that  to  enable  full  participa- 
tion, it  will  be  necessary  for  the  State  to  provide  supplemental  appropriations. 

Although  passage  of  the  act  has  created  wide  interest  among  States,  com- 
munities, and  national  organizations,  definite  action  is  being  delayed  by  unavail- 
ability of  funds.  The  act  requires  that  each  State  make  application  for  the  funds 
authorized  and  submit  a plan  as  to  their  use.  The  applications  and  plans  will 
have  to  be  prepared  in  accordance  with  regulations  now  being  developed  for  the 
approval  of  the  Secretary  and  will  be  reviewed  to  make  certain  that  they  conform 
to  the  regulations  and  the  requirements  of  the  act.  Unless  the  States  begin  their 
preparations  almost  at  once,  it  will  be  difficult  to  achieve  the  purposes  of  the  act. 
If  the  funds  requested  are  made  available  during  fiscal  year  1959,  States  can 
recruit  staff  promptly  for  developing  plans,  initiating  surveys,  and  organizing 
forums  and  conferences  which  will  insure  wide  public  participation  in  the  formula- 
tion of  sound  programs  and  recommendations. 

Some  of  the  States  may  not  make  application  for  the  maximum.  However,  it 
is  not  possible  to  estimate  accurately,  the  extent  to  which  lesser  amounts  will  be 
requested  or  allotted.  Grants  may  be  used  over  a period  of  21  months  for 
expenses  incurred  in  connection  with  preconference  studies,  local  conferences,  and! 
the  White  House  Conference. 

Administrative  expenses 

The  White  House  Conference  on  Aging  is  conceived  as  a major  national  forum 
for  assessment  of  the  entire  field  of  aging  and  for  the  development  of  recom- 
mendations and  blueprints  for  action  for  the  guidance  of  official  agencies  and’ 
voluntary  organizations  at  National,  State,  and  local  levels.  If  these  objec- 
tives are  to  be  achieved,  there  must  be  long  and  intensive  preparation  and  careful 
and  detailed  planning  for  the  Conference  itself.  The  Conference  Advisory  Com- 
mittee called  for  in  the  act  will  consist  of  professional  and  organizational  leaders 
in  American  life  who  will  be  charged  with  determining  overall  Conference  pol- 
icies, procedures,  content,  and  related  matters.  In  addition,  it  is  anticipated 
that  the  Conference  will  be  organized  around  approximately  15  subject-matter 
areas  and  that  the  work  in  each  of  these  areas  will  be  directed  by  a planning  com- 
mittee of  10  members  (from  outside  the  Government)  assisted  by  a Technical 
Director  and  a part-time  technical  assistance  group  assigned  from  Federal  agen- 
cies. The  tasks  of  these  groups  will  include  preparation  of  detailed  background 
papers  in  the  several  subject-matter  areas,  compilation  of  relevant  data,  identi- 
fication of  specific  problems  for  Conference  deliberation;  providing  assistance 
in  selection  of  delegates;  and  conducting  the  actual  work  sessions  of  the  Confer- 
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<ence.  Beyond  this  the  “Aging”  staff  assisted  by  other  agencies  of  the  Govern- 
ment will  have  to  prepare  and  distribute  exhibits,  workbooks,  information  pam- 
phlets, and  other  materials  to  assist  the  States  and  communities  in  their  prepara- 
tory work;  provide  informational  materials  to  communication  agencies  (periodicals, 
press,  TV,  radio) ; and  give  consultation  to  national  organizations  and  States. 

These  activities  will,  of  course,  call  for  a sizable  staff  and  funds  for  travel, 
printing,  and  meetings.  An  appropriation  of  $100,000  was  sufficient  for  six 
positions  in  the  Office  of  the  Secretary  of  the  Department  of  Health,  Education, 
and  Welfare  and  for  contractual  services  by  two  agencies,  the  Labor  Department 
and  the  Housing  and  Home  Finance  Agency,  to  engage  technical  directors  in 
order  to  initiate  activity.  These  positions  will  be  working  on  Conference  or- 
ganization, development  of  liaison  with  National  and  State  agencies  and  organi- 
zations, preparation  of  papers  for  the  Advisory  Committee,  and  so  forth.  The 
funds  available  are  insufficient  to  permit  planning  and  preparation  to  proceed  as 
rapidly  as  is  necessary  if  the  Conference  objectives  and  time  schedule  are  to  be 
met.  The  present  recpiest  for  an  additional  $36,000  for  administrative  expenses 
includes  funds  for  three  additional  positions  for  preparation  of  other  Conference 
papers,  providing  consultation  to  States  and  organizations,  and  preparing  mate- 
rials for  communication  media;  $22,515  of  the  $36,000  requested  will  provide  for 
payment  for  five  technical  directors  in  such  important  subject  matter  areas  as 
income  maintenance,  health,  rehabilitation,  education,  and  State  and  com- 
munity organizations  within  agencies  of  the  Department  of  Health,  Education, 
and  Welfare,  and  a secretary  for  each.  It  is  important  that  the  technical  directors 
be  employed  and  directed  by  the  agencies  with  competencies  in  the  specific  fields 
mentioned  rather  than  by  the  Office  of  the  Secretary;  they  will  become  integral 
parts  of  the  agencies  and  so  can  draw  upon  the  entire  resources  and  personnel  of 
these  organizations.  The  staff  should  begin  to  perform  their  functions  as  early 
as  possible  so  that  the  necessary  materials  and  technical  assistance  can  be  pro- 
vided to  the  States  as  they  begin  their  own  activities.  The  technical  directors 
■will  provide  staff  services  to  planning  committees,  prepare  comprehensive  back- 
ground papers  for  the  use  of  local,  State,  and  National  conferences — describing 
the  current  situation  in  their  subject-matter  areas,  noting  unmet  needs  and  pro- 
gram gaps,  and  identifying  issues  for  discussion  and  resolution. 

HOUSE  REDUCTION 

Chairman  Hayden.  The  next  item  is  the  “White  House  Council 
on  Aging”  for  which  we  had  a supplemental  estimate  for  $846,000. 
The  House  reduced  this  by  $56,000,  allowing  $790,000,  $2,000  of  the 
reduction  being  applicable  to  the  administrative  expense  and  $54,000 
to  the  grants  to  States. 

The  Department  has  appealed  for  the  restoration  of  $54,000  to 
allow  the  full  amount  requested  for  grants  to  States,  $810,000,  or 
$15,000  to  each.  The  Under  Secretary,  Miss  Bertha  S.  Adkins,  is 
Uere  to  testify  in  behalf  of  the  Department’s  request. 

Miss  Adkins.  Thank  you  very  much,  Mr.  Chairman. 

We  have  a statement  which  we  would  like  to  incorporate  in  the 
proceedings  if  it  will  be  of  any  assistance,  and  I can  summarize  the 
part  in  which  we  are  particularly  concerned. 

Chairman  Hayden.  The  statement  mav  be  inserted  in  the  record 
at  this  point  and  you  may  summarize  it. 

(The  statement  referred  to  follows:) 

Statement  by  Under  Secretary,  Department  of  Health,  Education,  and 

Welfare  on  1959  Supplemental  Estimate  for  White  House  Conference 

-on  Aging 

Mr.  Chairman  and  members  of  the  committee,  Public  Law  85-908,  White 
House  Conference  on  Aging  Act,  was  passed  toward  the  close  of  the  last  session  of 
Jhe  Congress  authorizing  funds  for  preparation  for  a White  House  Conference  on 
Aging  in  January  1961.  An  appropriation  of  $100,000  was  provided  in  order  that 
some  immediate  planning  might  begin.  This  planning  includes  working  closely 
with  Federal  departments  and  agencies,  national  organizations  and  States  to  help 
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them  prepare  for  the  Conference,  addressing  conferences  and  meetings,  assembling 
names  of  personnel  for  key  responsibilities  in  the  Conference,  developing  back- 
ground papers  for  the  advisory  committee,  preparing  papers  and  guides  for  use 
by  community,  State,  and  organizational  groups,  and  arranging  for  conference 
and  hotel  space.  It  was  anticpated  that  additional  funds,  principally  for  the 
States,  would  be  requested  at  a later  date. 

SUPPLEMENTAL  BUDGET  ESTIMATE 

The  amount  of  $846,000  is  requested  as  a supplemental  for  1959  for  the  following 
purposes: 


Grants  of  $15,000  to  each  of  the  49  States  and  the  Territories  of  Guam, 

Hawaii,  Puerto  Rico,  Virgin  Islands,  and  the  District  of  Columbia. _ $810,  000 
Additional  funds  for  salaries  and  expenses 36,  000 


Total 846,000 


GRANTS  TO  THE  STATES 

The  act  authorizes  payment  up  to  $15,000  to  each  State  and  Territory  for  use 
in  planning  and  conducting  State  conferences;  for  developing  facts  and  recom- 
mendations and  preparing  reports  for  presentation  to  the  White  House  ( inference 
on  Aging;  and  for  defraying  costs  incident  to  the  attendance  of  States’  delegates 
at  the  White  House  Conference.  To  enable  the  States  to  begin  their  factfinding 
and  planning  activities  at  once,  it  is  necessary  that  the  grants  be  made  available 
to  them  as  soon  as  possible.  The  States  can  then  recruit  staff,  develop  plans  to 
initiate  surveys,  and  to  organize  forums  and  conferences  which  will  assure  the 
widest  possible  participation  in  the  formulation  of  sound  programs  and  recom- 
mendations. 

There  are  no  facilities  in  the  States  for  collecting  comprehensive  facts  on  aeing 
as  there  are  in  such  fields  as  health,  education,  and  welfare.  Hence,  it  will  be 
necessary  for  the  States  to  conduct  extensive  studies  of  the  needs  of  their  older 
populations  and  of  the  resources  available  to  meet  these  needs  prior  to  holding 
local  conferences  in  addition  to  the  State  conference  required  by  the  act.  In 
most  cases  the  grants  will  be  insufficient  for  the  States  to  accomplish  these  ac- 
tivities without  contributions  from  other  sources  and  without  material  assistance 
provided  by  the  Federal  Government  in  the  form  of  publications,  guides,  and 
technical  help. 

It  is  possible  that  some  few  States  may  not  apply  for  the  maximum  grant. 
However,  it  is  not  possible  to  estimate  accuratelv  the  extent  to  which  lesser 
amounts  will  be  required  or  allotted.  The  States  will  be  reouired  to  submit  plans 
for  the  use  of  the  funds  which  will  be  carefully  reviewed  before  funds  are  allotted. 
The  grants  would  be  available  for  use  for  a period  of  21  months  for  expenses 
incurred  in  connection  with  preconference  studies,  local  conferences,  and  th^ 
White  House  Conference. 


ADMINISTRATIVE  EXPENSES 

The  initial  appropriation  of  $100,000  was  sufficient  for  six  positions  in  the 
Office  of  the  Secretary  of  the  Department  of  Health,  Education,  and  Welfare,  and 
for  contractnal  services  by  two  agencies,  the  Labor  Department  and  the  Housing 
and  Home  Finance  Agency,  to  engage  technical  directors  to  initiate  activities  in 
their  spheres.  The  present  request  for  an  additional  $36,000  for  administrative 
expenses  includes  funds  for  three  additional  positions  in  the  Office  of  the  Secretary, 
for  the  preparation  of  other  conference  papers,  for  consultation  to  the  States,  and 
for  preparation  of  informational  materials;  $22,515  of  the  $36,000  requested  in 
this  supplemental  for  salaries  and  expenses  would  also  provide  for  payment  for  five 
technical  directors  in  such  major  subject-matter  areas  as  income  maintenance, 
health,  rehabilitation,  education  and  State  and  community  organization,  all 
within  agencies  of  the  Department  of  Health,  Education,  and  Welfare  and  a 
secretary  for  each.  It  is  important  that  the  technical  directors  be  employed  and 
directed  by  the  agencies  with  competencies  in  the  specific  fields  mentioned  rather 
than  by  the  Office  of  the  Secretary;  they  will  become  integral  parts  of  the  agencies 
and  so  can  draw  upon  the  entire  resources  and  personnel  of  these  organizations. 
The  staff  should  begin  to  perform  their  functions  as  early  as  possible  so  that  the 
necessary  materials  and  technical  assistance  can  be  provided  to  the  States  as  they 
begin  their  own  activities.  The  technical  directors  will  provide  staff  services 
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through  planning  committees  and  prepare  comprehensive  background  papers  for 
the  use  of  local,  State,  and  national  conferences — describing  the  current  situation 
in  their  subject-matter  areas,  noting  unmet  needs  and  program  gaps,  and  identify- 
ing issues  for  discussion  and  recommendation. 

We  are  all  anxious  that  the  White  House  Conference  on  Aging  be  a most 
effective  form  for  the  development  of  action  recommendations.  This  means  wide 
citizen  participation  based  on  sound  factual  material  and  analyses.  The  supple- 
mental request  is  a major  step  in  that  direction. 

EFFECT  OF  HOUSE  ACTION 

The  supplemental  appropriations  bill  reduced  the  request  by  $56,000  of  which 
$54,000  is  for  grants  to  States  and  $2,000  for  administrative  expenses.  The 
$54,000  reduction  will  permit  a grant  of  only  $14,000  to  each  State  instead  of 
$15,000  as  requested.  The  provisions  of  Public  Law  85-908  have  been  widely 
publicized  and  a number  of  States  have  already  made  definite  plans  based  on 
the  premise  that  $15,000  would  be  available  to  them  from  Federal  funds.  This 
Department  in  making  its  request  stated  that  in  most  cases  the  sum  of  $15,000 
would  be  insufficient  to  accomplish  the  objectives  of  the  bill.  Obviously,  in  such 
States  the  sum  of  $14,000  would  constitute  even  more  inadequate  provisions. 
The  bill  as  passed  in  the  House  had  provided  up  to  $50,000  to  carry  out  the 
activities  delegated  in  Public  Law  85-908,  \\  hite  House  Conference  on  Aging 
Act.  These  preparations  and  activities  were  not  altered  in  the  bill  as  finally 
enacted,  which  provided  (1)  for  the  planning  and  conducting  by  each  State  of 
State  conferences,  (2)  for  developing  of  facts  and  recommendations  and  preparing 
a report  of  the  findings  to  the  White  House  Conference  on  Aging,  and  (3)  in 
defraying  costs  incident  to  the  State’s  delegates  attendance. 

It  is  anticipated  that  most  States  will  wish  to  organize  a number  of  district  and 
local  conferences  in  preparation  for  the  State  conferences;  this  is  highly  desirable 
in  assuring  the  widest  possible  citizen  participation  in  the  consideration  of  present 
needs.  Any  one  of  several  activities  or  aspects  of  organizing  to  carry  out  the 
objectives  of  this  act  could  exceed  in  cost  even  the  sum  of  $15,000  authorized. 
For  example,  in  the  case  of  a populous  State  far  from  Washington,  that  sum  would 
be  insufficient  to  defray  ail  the  cost  incident  to  the  attendance  of  its  full  delegation 
to  the  Conference  in  Washington.  Similarly,  the  sum  would  be  not  more  than 
adequate  to  pay  for  a professional  survey  of  needs  of  older  people  and  resources 
available  in  a State  or  metropolitan  area.  The  Department  of  Health,  Education, 
and  Welfare  already  has  contracted  for  a printed  guide  as  a basis  for  such  a survey 
by  the  States,  and  it  is  hoped  that  all  States  will  wish  to  undertake  this  type  of 
survey. 

The  sum  allocated  to  the  States  would  be  less  than  adequate  to  pay  for  one 
full-time  professional  person  employed  in  each  State  and  for  clerical  help  and 
related  expenses  for  1 year.  Yet,  the  grant  is  actually  for  a period  of  some  20 
months.  The  sum  of  $54,000  which  may  be  saved  by  this  reduction  cannot 
justify  the  additional  limitation  placed  on  State  preparation  for  the  White  House 
Conference  dealing  with  major  problems  of  millions  of  our  older  persons. 

The  $2,000  reduction  for  administrative  expenses  will  necessitate  an  average 
recruitment  deferment  of  1 week  only  and  will  therefore  have  no  appreciable 
impact. 

General  Statement 

Miss  Adkins.  Thank  you.  As  you  well  know,  the  law  which  was 
passed  in  the  last  session  of  Congress  which  established  the  White 
House  Conference  on  the  Aging  has  already  been  implemented 
through  our  own  special  staff  in  the  Department  and  plans  are  well 
underway  for  the  Conference  which  will  be  held  in  January  of  1961. 

In  the  course  of  this  act  there  were  provisions  made  for  the  Federal 
Government  to  assist  the  States  in  setting  up  meetings,  in  making 
surveys,  in  getting  ready  for  their  part  in  the  Conference  itself,  and 
we  have  gone  ahead  on  the  assumption  of  the  wording  of  the  act  that 
there  would  be  available  for  each  State  to  use,  in  the  course  of  its 
preparation,  $15,000. 

We  have  used  the  top  sum  authorized  by  law  because  we  have 
found  such  an  interest  among  the  States  that  from  the  preparations 
now  being  made,  we  know  it  will  cost  far  more  than  this  amount. 
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AUTHORIZATION  ACT 

Senator  Hill.  I think  it  will  be  well  to  insert  for  the  information 
of  the  committee  and  of  the  Senate  certain  portions  of  the  authoriza- 
tion, the  White  House  Conference  on  Aging  Act,  Public  Law  85-908, 
approved  September  2,  1958. 

(The  information  referred  to  follows:) 

TITLE  II— WHITE  HOUSE  CONFERENCE  ON  AGING 

Sec.  201.  (a)  A White  House  Conference  on  Aging  to  be  called  by  the  President 
of  the  United  States  in  January  1961  in  order  to  develop  recommendations  for 
further  research  and  action  in  the  field  of  aging,  which  will  further  the  policies 
set  forth  in  section  102  of  this  Act,  shall  be  planned  and  conducted  under  the 
direction  of  the  Secretary  of  Health,  Education,  and  Welfare  who  shall  have  the 
cooperation  and  assistance  of  such  other  Federal  departments  and  agencies  as 
may  be  appropriate. 

(b)  For  the  purpose  of  arriving  at  facts  and  recommendations  concerning  the 
utilization  of  skills,  experience,  and  energies  and  the  improvement  of  the  condi- 
tions of  our  older  people,  the  conference  shall  bring  together  representatives  of 
Federal,  State,  and  local  governments,  professional  and  lay  people  who  are  working 
in  the  field  of  aging,  and  of  the  general  public  including  older  persons  themselves. 

(c)  A final  report  of  the  White  House  Conference  on  Aging  shall  be  submitted 
to  the  President  not  later  than  ninety  days  following  the  date  on  which  the 
conference  was  called  and  the  findings  and  recommendations  included  therein 
shall  be  immediately  made  available  to  the  public. 

GRANTS 

Sec.  202.  (a)  There  is  hereby  authorized  to  be  paid  to  each  State  which  shall 
submit  an  application  for  funds  for  the  exclusive  use  in  planning  and  conducting 
a State  conference  on  aging  prior  to  and  for  the  purpose  of  developing  facts  and 
recommendations  and  preparing  a report  of  the  findings  for  presentation  to  the 
White  House  Conference  on  Aging,  and  in  defraying  costs  incident  to  the  State’s 
delegates  attending  the  White  House  Conference  on  Aging,  a sum  to  be  deter- 
mined by  the  Secretary,  but  not  less  than  $5,000  nor  more  than  $15,000;  such 
sums  to  be  paid  only  from  funds  specifically  appropriated  for  this  purpose. 

(b)  Payment  shall  be  made  by  the  Secretary  to  an  officer  designated  by  the 
Governor  of  the  State  to  receive  such  payment  and  to  assume  responsibility  for 
organizing  and  conducting  the  State  conference. 

TITLE  III— GENERAL  PROVISIONS 

ADMIN  ISTRATION 

Sec.  301.  In  administering  this  Act,  the  Secretary  shall: 

(1)  Request  the  cooperation  and  assistance  of  such  other  Federal  departments 
and  agencies  as  may  be  appropriate  in  carrying  out  the  provisions  of  the  Act; 

(2)  Render  all  reasonable  assistance  to  the  States  in  enabling  them  to  organize 
and  conduct  conferences  on  aging  prior  to  the  White  House  Conference  on  Aging; 

(3)  Prepare  and  make  available  background  materials  for  the  use  of  delegates 
to  the  White  House  Conference  as  he  may  deem  necessary  and  shall  prepare  and 
distribute  such  report  or  reports  of  the  Conference  as  may  be  indicated;  and 

(4)  In  carrying  out  the  provisions  of  this  Act,  engage  such  additional  personnel 
as  may  be  necessary  (without  reference  to  the  provisions  of  the  Civil  Service  Act) 
within  the  amount  of  the  funds  appropriated  for  this  purpose. 

ADVISORY  COMMITTEES 

Sec.  302.  The  Secretary  is  authorized  and  directed  to  establish  an  Advisory 
Committee  to  the  White  House  Conference  on  Aging  composed  of  professional 
and  public  members,  and,  as  necessary,  to  establish  technical  advisory  commit- 
tees to  advise  and  assist  in  planning  and  conducting  the  Conference.  Appointed 
members  of  such  committees,  while  attending  conferences  or  meetings  of  their 
committees  or  otherwise  serving  at  the  request  of  the  Secretary,  shall  be  entitled 
to  receive  compensation  at  a rate  to  be  fixed  by  the  Secretary  but  not  exceeding  $50 
per  diem,  including  travel  time,  and  while  away  from  their  homes  or  regular 
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places  of  business  they  may  be  allowed  travel  expenses,  including  per  diem  in  lieu 
of  subsistence,  as  authorized  by  law  for  persons  in  the  Government  service  em- 
ployed intermittently. 

TITLE  IV— AUTHORIZATION  OF  APPROPRIATIONS 

Sec.  401.  There  is  hereby  authorized  to  be  appropriated  such  sums  as  Congress 
determines  to  be  necessary  for  the  administration  of  this  Act. 

HOUSE  ACTION 

Miss  Adkins.  Now.  in  the  House  action  on  this  request  for  a supple- 
mental amount  of  SS46.000,  $810,000  of  which  would  go  to  the  States 
to  assist  them  in  preparing  for  the  Conference,  and  an  additional  sum 
of  $36,000  for  salaries  and  expenses,  the  House  reduced  our  request  to 
the  extent  that  we  are  now  able  to  provide  only  S14.000  to  the  States 
instead  of  the  $15,000  which  we  have  requested. 

We  have  been  negotiating  with  the  States  in  all  of  our  correspond- 
ence to  the  effect  that  there  would  be  $15,000  available.  We  antici- 
pated it  because  the  law  stated  that.  We  do  know  that  S15,000 
itself  would  not  be  enough.  Therefore,  when  it  is  cut  even  by  SI, 000 
down  to  the  S14.000  level,  it  will  cause  handicaps  in  the  States  in 
meeting  the  requirements  of  the  law  in  preparation  for  the  conference. 

Therefore,  we  would  like  very  much  to  have  that  complete  amount 
restored  so  that  we  may  grant  to  the  States  who  submit  their  plans 
this  amount  to  follow  through  in  making  preparations  necessary  for 
the  Conference,  in  other  words,  to  give  them  the  sum  of  $15,000  each. 

The  actual  $2,000  reduction  for  administrative  expenses  will  neces- 
sitate an  average  recruitment  deferment  of  1 week  only  and  therefore 
will  have  no  appreciable  impact,  but  we  are,  Mr.  Chairman,  deeply 
concerned  that  the  whole  authorization  of  $15,000  for  each  State  in 
preparation  for  the  Conference  be  restored. 

Mr.  Fitch,  who  is  the  chairman  of  our  staff  for  the  White  House 
Conference  on  Aging,  as  well  as  the  chairman  of  our  special  staff  on 
aging,  in  the  Department  of  Health,  Education,  and  Welfare,  is  here 
with  me  and  if  either  one  of  us  can  answer  any  questions  we  will  be 
happy  to  do  so. 

STATE  COOPERATION  AND  RESPONSIBILITIES 

Senator  Hill.  Madam  Secretary,  the  States  have  now  made  their 
plans  to  cooperate  and  go  forward  in  this  program  for  the  $15,000 
allotment  from  the  Federal  Government  and  if  you  now  reduce  it  will 
it  not  have  quite  a psychological  effect  insofar  as  this  is  concerned? 

Miss  Adkins.  It  would  look  as  though  we  were  not  ready  to  live  up 
to  our  obligations.  There  is  no  question  that  it  will  have  a very  prac- 
tical effect  in  limiting  their  activity  to  that  extent  and  I think  there 
is  no  question  in  anyone's  mind  but  that  this  particular  area  of  our 
population  is  one  which  needs  the  kind  of  survey  and  the  sort  of  re- 
search which  this  White  House  Conference,  and  the  State  conferences 
preceding  it.  will  give. 

Senator  Hill.  Are  there  any  questions? 

Senator  Allott.  I have  one  question,  and  I am  in  complete  sym- 
pathy with  my  very  good  friend.  Madam  Secretary,  but  do  you  mean 
to  say  that  in  a Conference  of  this  kind  the  individual  States  of  this 
Union  have  abrogated  their  responsibilities  so  far  that  they  cannot 
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put  up  the  money  to  gather  and  furnish  the  information  that  is  needed 
for  a White  House  Conference? 

Miss  Adkins.  Senator,  I share  alike  with  you  the  fact  that  I am 
coming  into  this  in  recent  months,  but  as  a matter  of  fact  we  have 
discovered  that  if  the  States  carry  through  on  the  preliminary  meet- 
ings that  the  law  requires  and  in  making  the  survey,  which  again  the 
law  requires;  incidentally,  we  are  giving  assistance  by  providing  a 
guide  for  the  survey  so  that  the  information  which  the  States  bring 
will  more  or  less  be  uniform  in  its  content.  We  are  finding  that  in 
most  of  the  States,  even  those  of  smaller  populations,  it  is  going  to 
cost  far  more  than  this.  In  other  words,  in  some  States  it  will  cost — 
I think  Mr.  Fitch  has  reported  as  a result  of  his  work  in  this  area 
through  the  years — the  States  as  much  as  $50,000  or  $60,000  to  meet 
the  requirements  of  the  law,  so  that  this  is  simply  one  small  part  for 
most  States  of  their  preparation.  The  law  provides  for  a Federal 
group  of  not  less  than  $5,000,  nor  more  than  $15,000. 

As  I say,  as  a result  of  the  preliminary  reports  which  we  already 
have,  it  is  quite  apparent  that  the  upper  figure  will  be  even  a small 
share  of  what  the  States  will  have  to  pay. 

Senator  Allott.  Well,  why  should  the  States  not  pay  all  of  this? 

FEDERAL  LEADERSHIP 

Miss  Adkins.  I think  it  is  because  in  this  general  concern  about 
the  older  people  in  our  population,  there  has  not  been  frankly  as 
much  work  done  in  finding  out  information  which  is  essential,  as  we 
have  had,  for  instance  in  the  area  of  children,  juveniles,  and  so  forth, 
and  we  see  already  so  many  problems.  We  agree  that  the  States 
must  find  solutions,  but  we  also  know  that  this  is  one  way  of  getting 
the  States  to  realize  what  their  responsibility  is  and  what  they  must 
do  to  meet  this  problem.  We  feel,  in  other  words,  that  this  is  a form 
of  leadership  which  the  Federal  Government  gives  in  an  area  of  need, 
but  we  also  recognize  that  the  ultimate  responsibility  will  be  in  local 
communities  for  solving  problems  for  the  older  people. 

Senator  Allott.  Well,  my  argument  is  not  with  you,  but  perhaps 
with  the  Members  of  Congress;  however,  I cannot  believe  that  there 
are  no  facilities  in  the  States  such  as  you  have  in  your  statement  for 
collecting  comprehensive  facts  on  aging,  such  as  there  are  in  health, 
education,  and  welfare. 

I think  the  Senator  from  Alabama  here  can  well  remember  when 
we  were  on  the  School  Construction  Act  about  4 years  ago  that  we 
found  it  almost  impossible  to  get  accurate  information  from  the  States 
with  respect  to  the  educational  facilities.  I am  sure  that  there  are  just 
as  many  facilities  available  here,  if  not  more,  because  most  States 
have  old-age  pension  plans  of  one  sort  or  another.  I say  my  quarrel 
is  not  with  you,  though.  I just  simply  feel  that  the  time  is  here  when 
this  is  a false  thing  to  try  to  offer  financial  inducement  to  States  which 
will  break  our  Federal  Government  and  we  will  not  get  the  job  done 
either. 

Senator  Hill.  Are  there  any  other  questions? 

Senator  Hayden.  I only  want  to  comment  that  having  passed  the 
age  of  four  score,  the  average  age  for  a human  being  in  my  life  has  been 
extended  about  20  years.  I attribute  that  to  the  fact  that  we  have 
obtained  our  freedom  in  this  country  and  have  reached  a position 
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which  has  made  it  possible  for  us  to  add  these  years  to  our  lives; 
however,  there  is  a problem  involved  with  “What  to  do  with  these  old 
people,”  including  myself. 

Miss  Adkins.  Some  of  them,  Senator,  are  not  as  resourceful  in  find- 
ing ways  to  use  their  talents,  you  see. 

Senator  Hill.  However  it  is  one  of  our  big  problems,  the  aging. 

Miss  Adkins.  There  is  no  question  in  my  mind  about  that,  and  I 
am  learning  about  their  needs  in  housing,  health,  recreation,  and  so 
forth.  When  I realize  that  some  of  the  statistics  show  the  older 
workers  starting  at  age  35,  this  question  of  the  aging  is  one  in  which 
I have  a very  personal  concern. 

Senator  Hill.  Are  there  any  other  questions? 

Madam  Secretarv,  we  thank  vou  very  much. 

Miss  Adkins.  Thank  you. 

Defense  Educational  Activities 
Office  of  Education 

Senator  Hill.  We  had  a supplemental  estimate  in  the  amount  of 
$75,300,000  for  “Defense  educational  activities,”  approved  in  its 
entirety  by  the  House  of  Representatives. 

Xo  formal  hearing  will  be  had  on  this  item,  but  for  the  information 
of  the  committee  and  of  the  Senate,  the  statement  of  the  Commissioner 
of  Education  and  certain  other  portions  of  the  justifications  will  be 
inserted  in  the  hearings. 

(The  material  referred  to  follows:) 

STATEMENT  BY  COMMISSIONER  OF  EDUCATION  ON  DEFENSE  EDUCATIONAL 

ACTIVITIES,  OFFICE  OF  EDUCATION 

I welcome  this  opportunity  to  present  to  the  committee  an  explanation  of  the 
need  for  supplemental  funds  in  fiscal  year  1959  to  complete  the  first  year’s  program 
under  the  National  Defense  Education  Act.  As  you  know,  the  program  was 
initiated  last  September  with  an  interim  appropriation  of  $40  million  which 
has  been  put  to  effective  use  in  making  a start  on  the  eight  different  titles  of  the 
new  statute  which  assign  major  responsibilities  to  the  Office  of  Education.  These 
interim  funds  have  now  been  allocated  to  the  various  functions  and  in  some 
cases,  they  have  been  fully  spent  for  the  purposes  for  which  they  were  made 
available.  The  need  for  additional  funds  is  now  most  urgent  in  order  to  meet 
critical  deadlines  for  the  completion  of  contractual  arrangements  on  pending 
programs  for  the  summer  and  fall  sessions.  State  legislatures  now  in  session  need 
to  know  about  appropriation  reouirements  for  matching  purposes.  The  supple- 
mental request  for  the  current  year  is  in  the  amount  of  $75,300,000.  The  House  of 
Representatives  allowed  the  full  amount  of  this  request. 

When  the  National  Defense  Education  Act  was  passed  by  the  Congress  last 
August,  we  in  the  Office  of  Education  were  keenly  aware  of  the  importance  and 
complexity  of  programs  made  possible  by  the  statute.  During  the  past  seven 
months  as  these  programs  have  emerged  and  developed  with  the  splendid  coopera- 
tion of  States,  institutions  of  higher  learning,  and  professional  groups,  their  sig- 
nificance has  become  more  apparent  and  their  need  more  compelling.  The  critical 
problems  to  which  this  act  is  addressed  are  basic  to  the  achievement  of  our 
educational  objectives  and  our  national  security  and  progress  will  be  advanced 
in  measured  terms  as  these  programs  are  fulfilled. 

If  the  committee  will  permit,  I would  like  to  summarize  the  status  of  our 
activities  under  each  of  the  various  titles  for  which  supplemental  funds  are 
requested. 

LOANS  TO  COLLEGE  STUDENTS TITLE  II 

This  program  provides  funds  to  public  and  to  nonprofit  private  colleges  and 
universities  for  long-term  student  loan  funds  to  enable  needy  and  able  students 
to  complete  their  higher  education.  Funds  under  this  title  are  apportioned 


314  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 


among  the  States  on  the  basis  of  their  relative  full-time  enrollments  in  institutions 
of  higher  education.  Within  each  State’s  allotment,  funds  are  prorated  to  insti- 
tutions on  the  basis  of  the  amounts  requested. 

Following  the  established  cutoff  date  of  January  6,  1959,  for  the  submittal  of 
applications  by  institutions,  the  Office  received  some  1,230  approvable  requests 
for  loan  funds.  The  gross  amount  of  funds  requested  by  institutions  amounted 
to  some  $79  million.  In  order  to  assure  that  our  limited  funds  were  used  to 
maximum  advantage,  it  was  evident  that  some  of  the  institutional  requests, 
which  were  excessive  in  relation  to  others,  should  be  scaled  down  to  produce  more 
equity  in  allocations  among  all  institutions.  Since  the  institutional  requests  are 
1 he  legal  basis  for  allocation  of  funds  within  a State,  the  cooperation  of  partici- 
pants was  essential  to  this  end.  So  the  Office  contacted  those  institutions  whose 
requests  were  in  the  highest  per  capita  range  (the  top  25  percent)  and  requested 
that  they  be  reconsidered.  After  this  was  done  the  revised  requests  of  the  institu- 
tions totaled  $62  million  and  funds  were  prorated  on  this  basis  within  the  State 
allotments.  The  resulting  per  capita  average  for  all  institutions  is  $28  and 
practically  all  amounts  are  less  than  $100  per  capita.  The  law  permits  annual 
student  loans  up  to  $1,000  per  student.  The  fact  that  the  $6  million  available 
covered  only  about  one-tenth  of  the  requested  needs  of  institutions  makes  it  most 
imperative  that  supplemental  funds  be  appropriated  in  the  immediate  future  to 
enable  institutions  to  meet  requests  for  loans  which  will  be  received  in  the  coming 
weeks  from  students  who  wish  to  begin  or  continue  their  education  this  semester,, 
this  summer,  and  next  fall.  Practically  all  loan  funds  are  now  inadequate  to  cover- 
more  than  a fraction  of  requirements. 

For  this  purpose  $25  million  has  been  requested  of  which  some  $500,000  will 
be  used  to  lend  to  institutions  to  meet  the  non-Federal  share  (10  percent)  of  the 
student  loan  funds.  This  will  provide  for  the  year,  a total  appropriation  of  $30.5 
million  for  capital  contributions  to  student  loan  funds  as  related  to  the  first-year 
authorization  of  $47.5  million  contained  in  the  act. 

GRANTS  AND  LOANS  FOR  IMPROVEMENT  OF  SCIENCE,  MATHEMATICS,.  AND  FOREIGN 

LANGUAGE  INSTRUCTION TITLE  III 

This  program  assists  States  and  localities  in  the  purchase  of  equipment  to  im~ 
prove  the  teaching  of  science,  mathematics,  and  modern  foreign  languages,  and 
minor  remodeling  of  laboratory  or  other  space  in  connection  writh  the  use  of  this 
equipment  in  the  public  schools.  It  also  provides  for  the  improvement  and 
expansion  of  supervisory  services  to  the  State  educational  agencies.  Private 
nonprofit  elementary  and  secondary  schools  are  eligible  for  loans  to  purchase  this 
same  type  of  equipment. 

Plans  have  nowr  been  received  from  38  States  for  participation  in  the  equipment 
grant  programs  authorized  by  title  III  of  the  act  and  24  plans  have  been  approved 
as  of  March  23.  It  is  anticipated  that  plans  will  be  approved  for  at  least  45 
States  this  fiscal  year.  Any  funds  available  to  a State  for  the  purchase  of  equip- 
ment wdiich  is  not  claimed  under  an  approved  plan  this  year,  will  also  be  available 
to  that  State  in  fiscal  year  1960  under  a special  provision  in  title  III  of  the  act. 

If  the  current  request  is  approved,  the  $16,720,000  now*  available  for  grants  will 
wall  be  supplemented  by  $32,560,000  making  a total  appropriation  for  1959  of 
$49,280,000  as  compared  to  authorized  appropriations  for  this  year  amounting  to 
$61,600,000.  We  are  confident  that  the  States  are  prepared  to  make  effective  use 
of  these  funds  this  year  and  that  the  resulting  improvements  in  the  facilities 
available  for  instruction  in  the  sciences,  mathematics,  and  foreign  languages  will 
substantially  advance  the  teaching  quality  of  these  subjects  for  many  thousands 
of  American  youngsters. 

In  addition  to  grants  for  public  schools,  title  III  provides  for  loans  to  nonprofit 
private  schools  for  the  same  purpose.  The  sum  authorized  for  this  purpose  is 
$8.4  million,  wffiich  is  12  percent  of  the  $70  million  authorization  for  the  combined 
grant  and  loan  program  for  equipment  purchase  and  minor  remodeling.  The 
supplemental  request  of  $4,440,000  will  make  a total  of  $6,720,000  available  this 
year  for  loans.  As  of  March  26,  1959,  185  applications  had  been  received  totaling 
$2,435,825.  It  is  anticipated  that  the  total  funds  requested  will  be  claimed. 

No  additional  funds  are  requested  for  the  function  of  improving  State  super- 
vision of  science,  mathematics,  and  foreign  language  instruction. 
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NATIONAL  DEFENSE  FELLOWSHIPS TITLE  IV 

This  program  will  encourage  and  assist  in  the  expansion  and  improvement  of 
facilities  for  graduate  education,  to  increase  the  supply  of  well-trained  college  and 
university  teachers. 

The  Commissioner  is  authorized  to  approve  graduate  education  programs 
involving  1,000  fellowships  to  be  awarded  in  fiscal  year  1959  and  to  continue 
these  fellowships  for  2 more  years;  also  1,500  new  fellowships  are  authorized  for 
each  of  the  next  3 years. 

This  program  is  designed  to  strengthen  the  ability  of  institutions  to  produce 
■college  level  teachers  and  to  encourage  able  graduate  students  to  enter  the  teach- 
ing field.  Greater  geographic  dispersion  of  graduate  facilities  is  also  a primary 
objective  of  the  program. 

The  response  to  this  program  has  been  most  encouraging.  Some  169  institutions 
submitted  program  proposals  as  of  the  January  2,  1959  cutoff  date  proposing 
awards  to  about  6,000  fellowship  candidates.  With  funds  available  thus  far  48 
graduate  programs  have  been  approved  and  150  fellowships  awarded.  There  is  a 
most  urgent  need  for  the  additional  funds  requested  of  $4.5  million  to  complete 
the  awards  of  the  remaining  850  authorized  fellowships.  Throughout  the  country 
fellowship  awards  are  generally  offered  by  the  first  of  April.  Funds  are  needed 
promptly  to  insure  an  effective  and  a quality  program. 

TESTING,  GUIDANCE  AND  COUNSELING  TO  IDENTIFY  ABLE  STUDENTS  AND  ENCOURAGE 
THEM  TO  CONTINUE  THEIR  EDUCATION TITLE  V 

Part  A — State  programs 

This  program  of  grants  to  States  is  designed  to  reduce  the  number  of  able  stu- 
dents who  drop  out  of  high  schools  and  colleges,  by  helping  to  identify  abilities 
at  an  early  stage  and  encourage  the  fullest  development  of  talents.  Private 
secondary  schools  may,  in  some  States,  arrange  with  the  U.S.  Commissioner  of 
Education  for  funds  for  testing  of  students. 

Federal  grants  totaling  $15  million  per  year  are  authorized  beginning  with 
fiscal  year  1959  for  allotment  to  the  States  on  the  basis  of  secondary  enrollments. 
States  must  match  the  Federal  funds  and  submit  a plan  for  approval  by  the 
Office  setting  forth  arrangements  for  the  testing  of  pupils  in  the  secondary  grades 
and  for  the  strengthening  of  counseling  and  guidance  personnel.  It  is  indeed 
significant  that  practically  all  leading  authorities  today  agree  that  expanded  and 
improved  pupil  counseling  (particularly  in  the  secondary  grades)  is  of  the  highest 
priority  in  assuring  that  bright  and  able  students  are  educated  to  the  full  extent 
•of  their  abilities  and  that  all  students  receive  educational  opportunities  in  accord- 
ance with  their  individual  needs. 

The  initial  appropriation  of  $5.4  million  would  be  supplemented  by  $2  million 
under  the  request  before  the  committee.  This  would  provide  approximately 
•one-half  of  the  authorized  funds  for  this  year.  Thus  far  41  States  have  submitted 
plans  and  31  have  been  approved.  Evidence  on  hand  indicates  that  at  least  47 
States  will  participate  in  the  program  this  year  and  that  the  requested  funds  will 
provide  a substantial  portion  of  the  funds  the  States  are  prepared  to  use  this  year. 

Part  B — Counseling  and  guidance  institutes 

These  institutes  to  be  established  in  institutions  of  higher  learning  will  increase 
the  supply  of  qualified  guidance  and  counseling  personnel,  and  improve  the  com- 
petence of  personnel  now  working  in  the  counseling  field.  Personnel  in  private 
schools  may  attend  these  institutes,  but  are  not  eligible  for  stipends. 

The  funds  available  in  the  interim  appropriation  for  this  purpose  amount  to 
$2  million  and  will  support  some  50  short-term  summer  institutes  of  approximately 
6 weeks  duration  to  train  about  2,000  counselors.  The  additional  $1  million 
requested  this  year  will  support  from  12  to  15  such  institutes. 

It  is  to  be  emphasized  that  the  contractual  arrangements  for  these  institutes 
must  be  completed  very  soon  in  order  to  enable  the  institutions  to  complete  plans 
and  arrange  for  instructors  and  other  personnel.  These  arrangements  are  cus- 
tomarily completed  in  the  winter  months  preceding  the  academic  terms  and 
therefore  it  is  necessary  that  Federal  funds  be  available  without  delay  if  the 
program  is  to  proceed  as  planned.  Authorized  funds  for  fiscal  year  1959  total 
$6,250,000  and  the  request  for  an  additional  $1  million  will  provide  for  almost 
•one-half  of  this  surm 
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LANGUAGE  DEVELOPMENT 'TITLE  VI 

This  program  provides  funds  for  the  establishment  of  institutes  in  higher  edu- 
cational institutions  to  improve  the  skills  and  effectiveness  of  elementary  and 

;ondary  school  teachers  of  modern  foreign  languages;  and  centers  to  undertake 
research  and  training  in  rarely  taught  foreign  languages  and  in  other  studies 
related  to  the  areas  in  which  these  languages  are  spoken.  Language  teachers  in 
private  schools  are  eligible  to  attend  centers  and  institutes  but  are  not  eligible 
for  institute  stipends. 

The  interest  expressed  in  the  language  development  program  provided  for 
in  title  VI  of  the  act  has  been  particularly  grantifying.  We  have  received  270 
applications  for  the  establishment  of  language  institutes  from  colleges  and  uni- 
versities in  48  of  the  49  States.  Some  70  institutions  have  expressed  interest  in 
establishing  language  and  area  centers.  This  widespread  interest  arises  from  a 
recognition  by  colleges  and  universities  of  the  serious  deficiency  in  modern 
language  teaching  in  this  country  and  of  the  urgent  need  to  improve  the  situation. 
Thirty-five  years  ago,  27  percent  of  our  high  school  students  were  taking  at 
least  one  modern  foreign  language;  in  1955  the  percentage  was  down  to  less  than 
15.  Moreover,  the  number  of  college  graduates  prepared  to  teach  a foreign 
language  declined  30  percent  between  1950  and  1957.  Finally,  there  are  24 
languages  each  of  which  is  spoken  natively  by  more  than  20  million  people.  Of 
these  24  only  French  and  Spanish  are  widely  studied  by  American  high  school 
students. 

Other  facts  could  be  cited  which  would  describe  the  dimensions  of  the  problem 
we  face.  The  major  implication  of  all  of  them  is  that  Americans  are  linguistically 
backward  at  a time  when  they  can  no  longer  afford  to  be  if  they  are  to  retain  a 
position  of  world  leadership. 

Title  VI  of  the  act  provides  for  a language  development  program  which  repre- 
sents an  excellent  and  effective  first  step  in  the  improvement  of  the  language 
teaching  situation  in  this  country.  The  act  authorizes  $15,250,000  for  the 
program  in  fiscal  year  1959.  From  the  initial  appropriation,  $375,000  is  available 
for  training  centers,  $400,000  for  institutes  for  language  teachers,  and  $25,000 
for  research. 

We  have  now  determined  that  the  greatest  current  need  in  the  language  center 
phase  of  title  VI  is  the  study  of  Arabic,  Chinese,  Hindustani,  Japanese,  Portugese, 
and  Russian.  We  are  now  in  the  process  of  selecting  six  colleges  and  universities 
where  language  training  centers  will  be  situated.  These  will  operate  throughout 
the  academic  year  and  will  teach  certain  of  these  languages.  Supplemental  funds 
in  the  amount  of  $625,000  are  requested  for  the  fiscal  year  1959,  to  expand  these 
6 centers  and  to  establish  6 additional  centers  which  will  provide  for  185  students 
with  stipends,  in  addition  to  other  students  who  would  attend. 

With  the  $400,000  available  for  institutes  for  language  teachers,  four  summer 
institutes  have  been  authorized  and  will  operate  this  summer.  We  are  requesting 
an  additional  $1,100,000  for  the  fiscal  year  1959,  in  order  to  establish  6 or  8 
additional  summer  institutes,  and  4 regular  session  institutes,  which  will  provide 
training  and  stipends  for  725  public  school  teachers  attending  these  institutes. 
These  funds  must  be  available  soon  for  effective  contracting  arrangements  to  be 
completed  in  time. 

Our  supplemental  request  includes  $2,475,000  for  research,  authorized  under 
section  602  of  title  VI.  Contracts  need  to  be  negotiated  as  soon  as  possible  for 
studies  and  surveys  to  determine  the  need  for  increased  or  improved  instruction 
in  modern  foreign  languages  and  other  fields  needed  to  provide  a full  understanding 
of  the  areas,  regions  or  countries  in  which  such  languages  are  commonly  used,  and 
for  research  on  more  effective  methods  of  teaching  such  languages,  and  to  develop 
specialized  materials  for  use  in  such  training. 

Research  is  central  to  the  whole  language  development  program.  Language 
instruction  is  unnecessarily  retarded  by  the  lack  of  modern  teaching  methods, 
materials  and  equipment.  It  has  become  evident  that  instructional  techniques 
need  to  be  modernized  and  textual  materials  developed.  The  availability  of  new 
equipment  needs  to  be  augmented  by  research  in  its  most  effective  use.  In  those 
rarely  taught  languages  where  teaching  is  now  very  deficient  or  nonexistent,  basic 
texts  and  materials  (including  dictionaries)  must  be  developed  to  provide  a basis 
for  extension  of  language  center  projects.  Much  research  will  be  directly  tied  to 
language  training  center  projects. 
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EDUCATIONAL  MEDIA  RESEARCH TITLE  VII 

The  provisions  of  title  VII  of  the  National  Defense  Education  Act  provide  for 
research,  experimentation,  and  related  dissemination  activities  to  discover  and 
encourage  the  more  effective  uses  of  television,  radio,  motion  pictures,  film-strips, 
video  tapes  and  related  media,  and  authorize  S3  million  for  these  purposes  in  the 
fiscal  year  1959.  The  tremendous  potential  for  improved  learning  which  lies  in 
these  media  must  be  systematically  developed  by  careful  and  fundamental 
research.  This  will  expedite  the  use  of  good  practice  and  reduce  rash  and  faulty 
experimentation. 

An  amount  of  $500,000  was  made  available  in  the  initial  appropriation,  and  we 
are  requesting  a supplemental  amount  of  $1  million  to  provide  a total  of  $1,500,000 
for  the  current  year. 

As  of  February  1,  205  specific  project  proposals  for  research  and  experimenta- 
tion had  been  received  from  institutions  and  research  agencies  and  it  is  expected 
that  many  more  will  be  received  before  the  close  of  the  year.  The  proposals  now 
on  hand  provide  for  a varied  approach  to  research  problems  and  their  combined 
total  cost  as  submitted  amounts  to  some  $20  million,  about  $14  million  of  which 
would  be  applicable  to  the  fiscal  years  1959  and  1960.  The  Advisory  Committee 
designated  under  this  title  must  recommend  projects  prior  to  approval  by  the 
Commissioner.  They  found  89  proposals  to  have  high  research  value  and  35  were 
recommended  for  approval.  The  Office  has  been  able  to  approve  15  high  priority 
research  projects  with  current  funds,  and  20  projects  are  dependent  upon  supple- 
mental funds. 

GRANTS  TO  STATES  FOR  STATISTICAL  SERVICES TITLE  X 

Section  1009  of  the  National  Defense  Education  Act  authorizes  grants  to  States 
of  up  to  $50,000  each  on  a matching  basis,  to  assist  the  States  to  improve  and 
strengthen  the  adequacy  and  reliability  of  educational  statistics.  These  improve- 
ments will  facilitate  the  collection  of  uniform  National  information  on  condition 
and  progress  of  education  in  all  States.  The  need  for  more  adequate  and  reliable 
data  has  been  underscored  time  and  again  by  Office  and  other  studies  of  National 
scope. 

An  amount  of  $400,000  is  available  in  the  initial  appropriation,  and  we  are 
requesting  an  additional  amount  of  $600,000,  to  provide  a total  of  $1  million  for 
this  purpose  in  the  fiscal  year  1959.  During  this  initial  year,  this  program  is 
stimulating  a majority  of  the  States  to  evaluate  their  existing  statistical  services 
and  to  develop  and  initiate  new  programs  for  improvement  of  statistical  services 
in  line  with  the  purposes  of  the  act.  Already  30  State  plans  are  under  review  and 
26  have  been  approved. 

This  completes  the  formal  statement  covering  these  requests  and  we  shall  be 
pleased  to  answer  such  questions  as  the  committee  may  wish  to  ask. 

Title  II. — Student  loans 


Fiscal  year 
1959  author- 
ization, 
$47,500,000 

Funds  avail- 
able, 

$6,000,000 

Supplemental 

estimate, 

$25,000,000 

Total  funds 
to  be 
available, 
$31,000,000 

Contributions  to  loan  funds 

$47, 500, 000 

(9 

$6, 000, 000 

$24,  500, 000 
500,000 

$30,  500, 000 
500, 000 

Loans  to  educational  institutions 

1 Not  to  exceed  $25,000,000  as  necessary. 


AUTHORIZATION 

The  law  authorizes  $47,500,000  for  1959,  for  payments  to  institutions  of  higher 
education  for  Federal  capital  contributions  to  assist  in  the  establishment  of  funds 
to  provide  for  long-term  low-interest  loans  to  students.  Institutions  must 
contribute  one-ninth  of  Federal  contribution.  Loans  are  authorized  to  help 
finance  the  institutions’  share. 
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STATUS  OF  ACTION 


Requests  received:  1,227  institutions  requested  $62  million. 

Requests  approved:  $6  million  available  distributed  to  1,227  institutions. 

ENACTED  FUNDS 


Six  million  dollars  available  provided  less  than  one-tenth  of  funds  requested  by 
institutions. 


REQUESTED  FUNDS 


Twenty-five  million  dollars  requested  in  supplemental  estimate  will  provide  a 
total  of  about  50  percent  of  funds  requested  by  institutions. 


Title  III — Grants  and  loans  for  improvement  of  science,  mathematics , and  foreign 

language  instruction 


Fiscal  year 
1959  author- 
ization, 
$70,000,000 

Funds 

available, 

$19,000,000 

Supple- 

mental 

estimate, 

$37,000,000 

Total  funds 
to  be  avail- 
able, 

$56,000,000 

Grants . 

$61, 600, 000 
8, 400, 000 
5, 000, 000 

$16, 720, 000 
2,280,000 
1, 350, 000 

$32,560,000 

4,440,000 

$49,280,000 
6,720,000 
1,  350,000 

Loans 

Grants  for  supervisory  services 

AUTHORIZATION 

Seventy  million  dollars  authorized  for  grants  to  States,  on  a matching  basis, 
and  for  loans  to  nonprofit  private  schools;  for  acquisition  of  equipment,  and  for 
minor  remodeling  of  laboratory  and  other  space,  suitable  for  use  in  providing 
education  in  science,  mathematics,  or  modern  foreign  language  instruction  in 
elementary  and  secondary  schools.  (Funds  for  grants  for  equipment  remain 
available  for  2 years.)  Five  million  dollars  authorized  (unmatched  for  1959)  for 
grants  to  States  for  supervisory  or  related  services,  and  administration  of  State 
plan. 

STATUS  OF  ACTION 

Requests  received:  43  States  have  estimated  needs  for  grants  for  equipment 
and  for  supervisory  services,  totaling  $52  million;  185  private  schools  have  sub- 
mitted requests  for  $2.4  million  for  loans  for  equipment. 

Requests  approved:  38  State  plans  have  been  filed  for  grants  for  equipment 
and  for  supervisory  services,  and  25  plans  have  been  approved. 

Review  and  analyses  of  requests  for  loans  to  private  schools  are  now  in  process. 

ENACTED  FUNDS 

Will  provide  about  one-third  of  amount  requested  for  grants.  Requests  for 
loans  exceed  amount  available  by  $0.12  million. 

REQUESTED  FUNDS 

It  is  estimated  that  supplemental  funds  requested  will  meet  anticipated  require- 
ments for  grants  to  States,  and  loans  to  nonprofit  private  schools. 

Title  I V — National  defense  fellowships 


Fiscal  year  1959  authorization $5,  300,  000 

Funds  available 800,  000 

Supplemental  estimate 4,  500,  000 

Total  funds  to  be  available 5,  300,  000 


AUTHORIZATION 

One  thousand  fellowship  awards  are  authorized  in  1959  (for  not  to  exceed  3 
years),  for  study  in  new  or  expanded  graduate  programs  in  institutions  of  higher 
education  approved  by  the  Commissioner;  fellowships  stipends  are  paid  in  the 
amount  of  $2,000  for  the  first  year  plus  $400  for  each  dependent,  and  not  to  exceed 
$2,500  per  academic  year  is  paid  to  institutions  at  which  fellows  are  enrolled. 
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STATUS  OF  ACTION 

Requests  received:  Fellowship  applications  totaling  6,000  were  received  from 
169  institutions,  which  proposed  1,040  new  programs. 

Requests  approved:  150  fellowships  approved  in  48  institutions,  establishing 
48  new  programs. 

ENACTED  FUNDS 

One  hundred  and  fifty  fellowship  awards  and  payments  to  institutions  can  be 
financed  with  current  funds. 

REQUESTED  FUNDS 

With  supplemental  funds  requested  the  Commissioner  will  be  able  to  approve 
an  additional  850  fellowships  which  will  bring  the  total  to  1,000,  the  number 
authorized  for  the  first  year,  in  86  other  institutions  and  in  39  of  the  original 
participating  institutions.  Fellowships  authorized  but  not  awarded  this  year 
cannot  be  regained. 

Title  V,  pt.  A. — Grants  to  States  for  guidance , counseling,  and  testing 


Fiscal  year  1959  authorization $15,  000,  000 

Funds  available 5,  400,  000 

Supplemental  estimate 2,  000,  000 

Total  funds  to  be  available 7,  400,  000 


AUTHORIZATIONS 

Grants  are  made  to  States,  on  a matching  basis  beginning  in  1960,  to  assist 
educational  agencies  in  establishing  and  maintaining  programs  of  testing,  guid- 
ance, and  counseling  in  public  secondary  schools. 

STATUS  OF  ACTION 

Requests  received:  Forty-seven  States,  the  District  of  Columbia,  Alaska, 
Hawaii,  Guam,  Puerto  Rico,  and  the  Virgin  Islands,  have  estimated  that  their 
requirements  total  $11,573  million. 

Requests  approved:  Forty-one  State  plans  have  been  received,  and  34  have  been 
approved.  Payments  have  been  made  totaling  $2,286,699. 

ENACTED  FUNDS 

Funds  now  available  will  provide  less  than  half  the  requirements  of  the  States. 

REQUESTED  FUNDS 

Supplemental  funds  are  needed  to  provide  additional  payments  to  States  for 
initiation  of  the  program,  more  in  keeping  with  estimated  requirements  as 
submitted. 

Title  V,  pt.  B — Counseling  and  guidance  institutes 


Fiscal  year  1959  authorization $6,  250,  000 

Funds  available 2,  000,  000 

Supplemental  estimate 1,  000,  000 

Total  funds  to  be  available 3,  000,  000 


AUTHORIZATION 

The  Commissioner  is  authorized  to  arrange  for  contracts  with  institutions  of 
higher  education  for  the  operation  by  them  of  short-term  and  regular  session 
institutes  to  provide  training  to  improve  the  qualifications  of  guidance  personnel 
or  teachers  preparing  to  engage  in  counseling  and  guidance  in  secondary  schools. 
Stipends  are  paid  to  those  in  attendance. 

STATUS  OF  ACTION 

Requests  received:  About  300  institutions  have  advised  that  they  want  to 
participate  in  this  program. 

Requests  approved:  Preliminary  agreements  have  been  made  with  50  institu- 
tions of  higher  education  for  the  operation  of  institutes  this  summer. 


38932-59- 
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ENACTED  FUNDS 

Funds  now  available  will  provide  for  the  approval  of  50  short-term  institutes^ 
and  to  pay  stipends  to  those  in  attendance  (approximately  2,000). 

REQUESTED  FUNDS 

Supplemental  funds  requested  will  enable  the  Commissioner  to  approve  from 
12  to  15  additional  short-term  institutes,  to  provide  training  for  an  additional 
500  to  600  trainees. 

Title  VI — Language  development 


Fiscal  year 
1959  authori- 
zation, 
$15,250,000 

Funds 

available, 

$800,000 

Supplemental 

estimate, 

$4,200,000 

Total  funds 
to  be 
available, 
$5,000,000 

Training  cantors 

i 8, 000, 000 
7, 250, 000 
0) 

375. 000 

625, 000 
1, 100  000 
2, 475, 000 

1, 000, 000 
1,500. 000 
2,  500,  000 

Institutes  for  language  teachers 

400.  000 

Research 

25.  000 

1 Authorization  for  training  centers  and  research. 


AUTHORIZATION 

The  Commissioner  is  authorized  to  contract  with  institutions  of  higher  educa- 
tion for  50  percent  of  the  cost  of  the  operation  by  them  of  centers  for  teaching 
modern  foreign  languages  and  related  subjects,  for  which  adequate  instruction  is 
not  available.  Stipends  are  paid  to  those  in  attendance. 

The  Commissioner  is  authorized,  directly  or  by  contract,  to  make  studies  and 
surveys  to  determine  need  for  improved  instruction  in  modern  foreign  languages, 
to  conduct  research  on  more  effective  teaching  methods,  and  to  develop  specialized 
materials  for  use  in  such  training,  or  in  training  teachers  of  such  languages. 

The  Commissioner  is  authorized  to  contract  with  institutions  of  higher  educa- 
tion for  the  operation  by  them  of  short  term  or  regular  session  institutes  for  ad- 
vanced training  for  those  engaged  in,  or  preparing  to  engage  in,  teaching  or  super- 
vising or  training  teachers  of  modern  foreign  languages  in  elementary  and  second- 
ary schools.  Stipends  at  the  rate  of  $75  per  week,  plus  $15  per  week  for  each 
dependent,  are  paid  to  those  in  attendance. 

STATUS  OF  ACTION 

Requests  received:  About  70  institutions  have  indicated  an  interest  in  the 
language  center  program;  270  applications  were  received  requesting  funds  for 
summer  institutes. 

Requests  approved:  Plans  are  now  well  advanced  for  the  establishment  of 
about  six  centers,  which  will  operate  throughout  the  academic  year  and  will 
teach  certain  of  the  six  languages  which  have  been  determined  to  be  most  needed 
at  this  time. 

Four  institutes  have  been  authorized  and  will  operate  this  summer. 

ENACTED  FUNDS 

About  six  language  centers  will  be  authorized  with  available  funds. 

Four  summer  institutes  will  be  financed,  including  stipends  for  about  400 
teachers. 

One  research  contract  was  awarded,  and  as  a result  of  this  study  six  languages 
have  been  determined  to  be  most  needed — Arabic,  Chinese,  Hindustani,  Japa- 
nese, Portuguese,  and  Russian. 

REQUESTED  FUNDS 

Costs  of  language  centers  and  institutes  will  vary,  as  well  as  the  number  of 
trairees  participating  in  each  such  center  or  institute.  It  is  anticipated  that  the 
supplerr  ental  funds  requested  will  provide  for  the  following: 

About  six  additional  language  centers. 

Six  or  eight  summer  institutes  to  serve  an  additional  600  teachers,  and  four 
regular  session  institutes  to  train  about  125  new  language  teachers. 
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Development  of  materials,  such  as  dictionaries,  teaching  methods  and  mate- 
rials, and  auxiliary  instructional  aids  to  be  used  with  mechanical  and  electronic 
devices;  development  of  basic  instructional  material  for  teaching  in  elementary 
and  secondary  schools,  etc. 

Title  VII — New  educational  media 


Fiscal  year  1959  authorization $3,  000,  000 

Funds  available 500,  000 

Supplemental  estimate 000,  000 


Total  funds  to  be  available 1,  500,  000 


AUTHORIZATION 

The  Commissioner,  with  approval  of  the  Advisory  Committee,  (a)  may  make 
grants-in-aid,  or  contracts  for  research  and  experimentation  in  more  eri'ecdve 
utilization  of  television,  radio,  motion  pictures,  and  related  media  for  educational, 
purposes:  and  (6)  provide  program  of  dissemination  on  new  educational  media^ 
No  matching  is  required. 

STATUS  OF  ACTION 

Requests  received:  As  of  February  1,  1959,  205  proposals  had  been  received 
from  institutions  and  agencies,  of  which  89  were  found  to  have  high  research 
value.  The  total  cost  of  the  proposals  approximated  $20  million,  of  which  $14 
million  would  have  been  applicable  to  fiscal  years  1959  and  1960.  Since  Febru- 
ary 1,  32  new  proposals  have  been  received  for  consideration  at  next  meeting  of 
Advisory  Committee  in  May. 

Requests  approved:  15  high  priority  research  proposals  have  been  approved, 
and  are  in  process  of  negotiation.  Five  contracts  are  in  process  of  negotiation 
in  connection  with  a program  of  dissemination. 

ENACTED  FUNDS 

Aith  available  funds,  15  high  priority  research  grants  can  be  made,  and  5 
contracts  negotiated  for  dissemination  program. 

REQUESTED  FUNDS 

Supplemental  funds  will  permit  negotiation  of  20  research  grants,  which  hav 
been  approved  by  the  Advisory  Committee,  and  6 contracts  for  dissemination 
of  information. 

Title  X — Grants  to  States  for  statistical  services 


Fiscal  year  1959  authorization.. (*) 

Funds  available $400,  000 

Supplemental  estimate.  600,000 

Total  funds  to  be  available 1,  000,  000 


1 Up  to  $50,000  for  each  State. 


AUTHORIZATION 

Grants  are  made  for  one-half  the  cost  of  expanded  programs  to  assist  States 
to  improve  State  and  local  educational  statistics,  and  the  methods  and  techniques 
for  collecting,  processing,  and  disseminating  educational  data. 

STATUS  OF  ACTION 

Requests  received:  31  States  have  filed  plans. 

Requests  approved:  26  State  plans  have  been  approved,  and  payments  have 
been  made  to  8 States  totaling  $156,311. 

ENACTED  FUNDS 

The  26  State  plans  which  have  been  approved  call  for  a total  of  $468,000, 
$68,000  more  than  is  now  available  for  this  purpose. 
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REQUESTED  FUNDS 

Supplemental  funds  are  needed  to  pay  requests  which  are  now  on  file  and 
anticipated.  I he  act  authorizes  up  to  $50,000  in  Federal  matching  funds  under 
each  approved  State  plan.  As  State  programs  are  developed  and  State  matching 
funds  become  available,  further  requests  for  Federal  funds  are  anticipated. 

Payments  to  School  Districts 

OFFICE  OF  EDUCATION 

Senator  Hill.  There  is  included  in  this  bill,  H.R.  5916,  an  item  for 
$20  million  for  payments  to  school  districts,  inserted  by  the  House 
without  a budget  estimate  from  the  executive  department.  A state- 
ment by  the  Commissioner  of  Education  will  be  inserted  in  our  hear- 
ings on  the  subject. 

(The  statement  referred  to  follows:) 

Statement  by  Commissioner  of  Education 

The  program  of  Federal  financial  assistance  for  the  operation  of  schools  in 
federally  affected  areas,  Public  Law  874,  was  extended  late  in  the  last  session  by 
the  85th  Congress  through  fiscal  year  1961,  with  certain  amendments.  A supple- 
mental budget  request  for  $149,700,000  was  submitted  to  the  Congress  which 
was  estimated  to  provide  full  entitlements  to  eligible  school  districts  under  the 
law  for  fiscal  year  1959. 

The  Congress  appropriated  $130  million  for  this  purpose  which  provided  pay- 
ments to  eligible  school  districts  to  be  made  at  85  percent  of  entitlement.  The 
costs  of  schools  operated  on  Federal  bases  for  children  of  parents  who  live  on 
Federal  property  are  being  paid  in  full  as  provided  by  law. 

EFFECT  OF  HOUSE  ACTION 

The  House  has  included  in  the  second  supplemental  appropriation  bill,  1959, 
an  allowance  of  $20  million  for  this  activity.  This  allowance  will  provide  for 
100  percent  of  entitlement  for  3,800  applications  estimated  to  be  received  by  the 
March  31,  1959,  cutoff  date.  The  amount  provided  by  the  House  is  the  estimated 
requirement  for  this  purpose  on  the  basis  of  the  latest  information  available  as 
to  the  number  of  school  districts  eligible  to  participate  and  the  number  of  appli- 
cations received  by  the  cutoff  date. 

Assistance  for  School  Construction 

OFFICE  OF  EDUCATION 

Senator  Hill.  The  bill  contains  an  allowance  of  $24,600,000  for 
assistance  for  school  construction  inserted  by  the  House  of  Repre- 
sentatives without  a budget  estimate  from  the  executive  branch. 

This  allowance  will  provide  sufficient  funds  to  pay  all  anticipated 
entitlements  under  the  law  in  this  fiscal  year.  We  will  insert  in  the 
hearings  a statement  submitted  by  the  Commissioner  of  Education. 

(The  statement  referred  to  follows:) 

Statement  by  Commissioner  of  Education 

The  program  of  Federal  assistance  for  school  construction  in  federally  impacted 
areas,  Public  Law  815,  was  amended  and  extended  late  in  the  last  session  by  the 
85th  Congress.  A supplemental  budget  request  for  $60,150,000  was  submitted 
to  the  Congress  to  provide  estimated  total  requirements  for  fiscal  year  1959. 
The  Congress  appropriated  $50  million  for  this  purpose  which  provided  for  the 
highest  priority  construction  projects. 
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EFFECT  OF  HOUSE  ACTION 

The  House  has  included  in  the  second  supplemental  appropriation  bill,  1959, 
an  allowance  of  $24,600,000  for  this  activity.  This  allowance  will  provide  for  the 
approval  of  all  eligible  applications  for  assistance  for  school  construction  to  be 
received  by  June  30,  1959.  It  is  estimated  that  an  additional  283  school  con- 
struction projects,  of  which  183  are  currently  on  hand  and  the  remaining  100  are 
estimated  to  be  received,  will  be  approved  with  the  supplemental  funds.  This 
will  permit  needed  school  facilities  to  be  put  under  contract  for  construction  and 
be  ready  for  occupancy  some  6 to  12  months  earlier  than  anticipated  with  present 
funds  available. 

Office  of  Education 

SALARIES  AND  EXPENSES 

Senator  Hill.  We  had  a supplemental  estimate  in  the  amount  of 
$1,067,000  for  salaries  and  expenses,  Office  of  Education,  including 
$517,000  for  increased  pay  costs,  and  $550,000  for  additional  positions 
and  necessary  expenses  to  administer  the  National  Defense  Education 
Act.  The  House  allowed  $841,000,  a reduction  of  $226,000. 

All  of  the  funds  requested  for  increased  pay  costs  were  allowed,  and 
$324,000  for  the  administrative  costs  to  administer  the  new  act.  The 
Secretary  of  tbe  Department  informed  the  committee  by  letter,  which 
was  earlier  incorporated  in  these  hearings,  that  no  appeal  was  being 
made  for  restoration  of  the  House  cut. 

We  will  insert  in  our  record  the  statement  of  the  Commissioner  of 
Education  outlining  the  need  for  the  total  funds  sought  and  a later 
statement  on  the  effect  of  the  House  action. 

(The  material  referred  to  follows :) 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase 

Program  by  activities: 

1.  Statistics  and  research: 

(a)  Services.-  - 

$1, 108, 985 
2, 700, 000 

1, 175, 675 
743,  610 
878,  030 
306,  050 
1, 499,  765 
891,  385 
-16,444 
-517, 000 

$1, 131, 615 
2, 700, 000 

1, 175, 675 
768,  010 
1,-062, 030 
306, 050 
1, 731, 335 
978,  785 
-16, 444 

$22,630 

(6)  Cooperative  agreements.  . . . . 

2.  Administration  of  school  assistance  in  federally  affected 
areas - . __  _ __  __ 

3.  Vocational  education 

24,400 

184,000 

4.  Higher  education - . 

5.  International  education ..  ..  

6.  State  and  local  school  systems 

231, 570 
87,400 

7.  Program  direction  and  services ...  

8.  1959  program  obligated  in  1958 ..  

Supplemental  required  for  pay  increases 

Total  obligations 

517,000 

8, 770, 056 
16,444 

9, 837, 056 
16,444 

1, 067, 000 

Financing:  1959 "appropriation  available  in  1958 

New  obligational  authority .. 

8, 786,  500 

9, 853,  500 

1,067,000 
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Object  classification 


Presently 

available 

Revised 

estimate 

Increase 

Total  number  of  permanent  positions 

803 

931 

128 

2 

Fi 

11-time  ouuivalent  of  all  other  nositions 

5 

7 

Avora'/e  number  of  all  employees 

700 

747 

40 

128 

N umber  of  emulovees  at  end  of  vear 

803 

931 

01 

Personal  services: 

Permanent  positions..  

$5, 056. 490 
40,  550 
32,  725 

$5, 321,270 
63,  450 
36, 400 

$264,  780 
22, 900 
3,  675 

Positions  other  than  permanent 

Other  personal  services  

Total  personal  services . 

5, 129,  765 
394, 150 
6 295 

5,  421.120 
496.  350 

291, 355 
102, 200 
8,525 
9,  850 
6,100 
20,  695 
16,  575 

02 

Travel 

03 

Transportation  of  thines... _ 

14, 820 
102,  535 
6, 100 

01 

Communication  services 

92,  685 

05 

Rents  and  utility  services. ..  

06 

Printing  and  reproduction..  

353,  990 
148,  675 

374.  685 

07 

Other  contractual  services  ...  ..  

165. 250 

Cooperative  research  agreements 

2,  700. 000 
48,  090 
90,  461 
317,  785 
5. 160 

2,  700, 000 
50,  755 

08 

Supplies  and  materials 

2,665 
74,000 
17,  455 
580 

09 

Equipment  ...  . 

164,  461 
335, 240 
5,  740 

11 

Grants,  subsidies,  and  contributions..  

15 

Taxes  and  assessments  ... 

Supplemental  required  for  pay  increases 

-517, 000 

617,000 

Total  obligations  __  . . 

8,  770, 056 

9, 837, 056 

1, 067, 000 

Statement  by  Commissioner  of  Education 


Mr.  Chairman  and  members  of  the  committee,  I wish  to  present  to  you  our 
estimate  of  supplemental  needs  for  the  current  fiscal  year  in  order  to  administer 
the  National  Defense  Education  Act,  and  to  provide  for  the  increased  pay  costs 
which  were  not  included  in  our  appropriations  for  fiscal  year  1959. 

The  National  Defense  Education  Act  was  enacted  in  September  and  the  Con- 
gress authorized  an  interim  appropriation  of  $750,000  to  begin  this  new  program 
until  the  Congress  had  an  opportunity  to  examine  program  requirements  in  full. 

The  request  for  supplemental  funds  which  was  submitted  to  the  Congress 
when  the  new  program  was  under  consideration  last  August  contemplated  the 
appropriation  of  some  $2.1  million  to  enable  the  Office  of  Education  to  establish 
approximately  285  positions  in  fiscal  year  1959.  By  that  time  both  the  House 
and  Senate  Appropriations  Committees  had  concluded  regular  hearings  on  the 
various  pending  appropriation  bills  and  therefore  the  committee  had  no  oppor- 
tunity to  conduct  a formal  hearing  on  this  request.  Nevertheless,  the  action  of 
the  Congress  in  making  available  on  an  interim  basis  the  limited  sum  of  $750,000 
has  indeed  proved  to  be  highly  fortunate  and  essential.  If  this  had  not  happened 
the  Office  of  Education  would  have  been  totally  unprepared  to  take  on  the  addi- 
tional duties  involved  in  these  new  programs. 

Since  the  program  permitted  by  the  interim  appropriation  was  considerably 
less  than  that  requested  by  the  President,  the  Office  was  faced  with  the  difficult 
task  of  deciding  how  to  make  the  most  effective  use  of  the  funds  that  were  pro- 
vided. Inasmuch  as  the  act  provides  some  11  separate  program  activities  to 
be  performed  by  the  Office  of  Education,  it  was  obvious  that  the  Office  had  to 
assign  the  new  funds  judiciously  to  assure  that  each  activity  could  be  initiated 
successfully.  In  order  to  obtain  the  maximum  use  of  these  funds  a planned 
schedule  for  the  gradual  filling  of  new  positions  was  devised  to  enable  the  Office 
to  establish  a maximum  of  150  new  positions  to  be  filled  at  various  dates  through- 
out the  fiscal  year.  New  functions  were  merged  with  existing  units  to  the  extent 
possible  in  order  to  avoid  unnecessary  creation  of  new  administrative  super- 
structure. 

However,  these  new  positions  when  allocated  to  the  various  organizational 
components  which  had  been  assigned  responsibility  resulted  in  many  serious 
deficiencies.  For  example,  not  a single  position  could  be  established  in  the  field 
service  to  carry  on  work  locally  with  institutions  and  States  affected  by  the  new 
programs  despite  the  obvious  fact  that  these  agencies  cannot  be  effectively  serv- 
iced out  of  Washington.  However,  to  have  used  our  limited  funds  for  establish- 
ment of  field  positions  immediately  would  have  prevented  the  Office  from  staffing 
the  headquarters  units  with  sorely  needed  professional  personnel  to  do  the  initial 
planning  and  development  job  that  had  to  be  done  to  get  the  programs  started. 
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It  is  now  obvious  that  continued  reliance  on  services  out  of  Washington  to  pro- 
gram p r icipants  in  the  field  would  be  ineffective  and  for  that  reason  the  current 
reouest  provides  for  regional  office  positions  along  with  other  staff  needs. 

Now  tnat  we  are  emerging  from  the  initial  planning  phase  and  are  preparing 
to  enter  the  phase  of  full  program  operation,  it  is  imperative  that  the  staff  of 
the  Office  be  increased  without  delay  to  enable  us  to  assume  our  responsibilities 
fully  and  effectively.  The  budget  proposal  before  the  committee  provides  funds 
needed  to  authorize  immediately  128  new  positions  in  the  current  fiscal  year. 
These  positions  together  with  those  already  authorized  would  combine  to  provide 
278  positions  to  administer  the  new  programs  as  compared  with  the  285  positions 
originally  requested  last  year.  While  the  number  of  positions  reouested  is 
approximately  the  same  as  those  proposed  to  the  Congress  last  August,  it  is  to 
be  noted  that  the  program  enacted  by  the  Congress  provides  for  activities  which 
were  not  contemplated  when  last  year’s  budget  was  prepared.  For  example, 
the  act  calls  for  area  vocational  programs  in  the  States  under  title  VIII  which 
had  not  been  budgeted  by  the  Office;  also,  a program  of  loans  for  the  purchase 
of  science  equipment  by  nonprofit  private  schools,  which  was  added  to  the  act, 
was  not  contemplated  by  the  administration  bill;  and  in  addition  several  other 
titles  provided  in  the  final  legislation  involve  substantially  larger  programs  than 
that  anticipated  by  the  administration  when  the  budget  was  prepared  last  August. 
On  the  other  hand,  the  scholarship  program  provided  by  the  administration  bill 
was  not  included  in  the  final  act  passed  by  the  Congress.  Nevertheless,  the  net 
result  of  the  congressional  authorization  was  to  provide  for  a total  program 
which  places  greater  administrative  responsibilities  on  the  Office  of  Education 
than  had  been  contemplated  in  our  original  budget  proposals  approved  by  the 
President. 

Thus,  I trust  that  the  committee  will  give  favorable  consideration  to  this 
request  for  additional  funds  so  that  our  activities  can  be  continued  and  strength- 
ened as  required  for  effective  operation  of  the  National  Defense  Education  Act. 
Otherwise  it  is  clear  to  us  in  the  Office  of  Education  that  the  very  substantial 
sums  of  money  to  be  appropriated  under  this  program  will  not  be  subject  to 
proper  management  to  reach  the  goals  eloquently  expressed  in  the  declaration  of 
policy  embodied  in  title  I of  the  act. 

Also,  I must  emphasize  that  the  interest,  enthusiasm,  and  readiness  of  educa- 
tional agencies  and  institutions  to  participate  in  these  new  programs  have  been 
most  encouraging  and  even  overwhelming.  We  have  found  that  we  have  under- 
estimated the  degree  of  interest  and  extent  of  participation  this  first  year.  For 
example,  we  have  twice  as  many  institutions  sharing  in  the  student  loan  program 
as  we  had  anticipated  and  applications  for  institutes,  research  grants,  and  other 
activities  are  far  in  excess  of  our  anticipation.  State  educational  agencies  have 
placed  upon  us  requests  for  services  to  help  develop  and  implement  Federal- 
State  programs  that  we  are  unable  to  provide. 

The  supplemental  estimate  which  was  submitted  for  the  Office  of  Education 
totaled  $1,067,000.  Of  this  amount,  $517,000  was  requested  to  meet  increased 
pay  costs  under  Public  Law  85-462,  and  $550,000  was  requested  to  provide  128 
positions  and  other  expenses  needed  to  administer  the  expanding  programs 
authorized  by  the  National  Defense  Education  Act.  This  estimate  "was  based 
on  the  assumption  that  supplemental  funds  would  become  available  by  March  15. 

It  is  now  apparent  that  the  supplemental  funds  will  become  available  much 
later  than  was  originally  anticipated.  Thus,  the  employment  of  additional 
staff  that,  is  so  urgently  needed,  and  other  activities  contemplated,  must  be 
deferred.  It  will  be  necessary  to  reschedule  the  filling  of  positions  during  May 
and  June,  and  to  curtail  other  expenses.  Because  of  these  unavoidable  delays, 
however,  the  administrative  operations  will  not  achieve  the  same  scope  as  had 
been  forecast  in  our  supplemental  estimate. 

The  House  allowance  of  $841,000  for  this  appropriation  represents  a reduction 
of  $226,000  from  the  total  amount  requested. 

Although  the  reduction  is  substantial,  by  rescheduling  our  plans  we  believe  that 
we  can  approach  our  original  objectives  by  the  end  of  the  fiscal  year.  We  will 
certainly  make  an  effort  to  do  so.  Therefore,  the  Office  does  not  appeal  for  the 
restoration  of  funds  disallowed  by  the  House. 

Various  programs  authorized  by  the  National  Defense  Education  Act  are 
described  below  under  the  headings  of  the  existing  major  activities  as  set  forth  in 
the  “Salaries  and  expenses”  appropriation.  These  descriptions  note,  first,  the 
budget  plans  which  were  included  in  the  original  supplemental  estimate;  and, 
second,  the  revisions  required  in  these  plans  as  a consequence  of  the  allowance 
made  by  the  House  of  Representatives. 
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1.  STATISTICS  AND  RESEARCH 

An  educational  media  branch  has  been  established  to  administer  title  VII  of  the 
National  Defense  Education  Act  which  authorizes  a program  of  grants  and  con- 
tracts for  research  and  experimentation  in  more  effective  utilization  of  television, 
radio,  motion  pictures,  and  related  media  for  educational  purposes.  Considerable 
progress  has  been  made  in  initiating  this  program.  An  advisory  committee  has 
been  appointed  and  met  in  December  and  approved  a statement  of  policies  and 
procedures.  As  of  February  1,  205  applications  had  been  received.  The  staff 
reviewed  and  analyzed  these  proposals  and  they  were  considered  by  the  advisory 
committee  in  March.  Negotiation  of  contracts  and  grants  for  some  approved 
proposals  are  proceeding;  negotiation  of  additional  approved  projects  hinge  upon 
the  appropriation  of  the  supplemental  program  funds  that  have  been  requested 
for  this  purpose.  Other  contracts  are  now  being  negotiated  to  secure  information 
which  will  form  a basis  for  implementing  a dissemination  program  as  authorized 
by  the  act. 

To  administer  this  important  and  complex  program  an  increase  of  $22,630  was 
requested  for  the  remainder  of  this  year  to  provide  three  additional  positions  and 
other  essential  expenses.  On  the  basis  of  the  House  allowance  the  amount  now 
provided  for  these  purposes  is  $19,500. 

2.  VOCATIONAL  EDUCATION 

States  are  requesting  assistance  in  establishing  programs  for  training  highly 
skilled  technicians  under  title  VIII  of  the  act  making  provision  for  area  vocational 
programs.  This  will  require  additional  professional  and  secretarial  staff.  Specifi- 
cally, the  States  want  help  on  developing  instructional  materials,  selection  of 
equipment,  and  determining  the  national  defense  requirements  for  technicians  in 
terms  of  numbers  of  different  kinds  needed  and  where  they  are  needed.  To  pro- 
vide this  assistance  it  will  be  necessary  to  hold  conferences,  contact  industries 
and  Government  agencies,  and  make  studies. 

As  of  March  23,  47  State  plans  had  been  approved  and  initial  payments  made  to 
those  States. 

An  increase  of  $24,400  was  requested  to  provide  six  additional  positions  and 
other  expenses  necessary  for  administration  of  this  program.  On  the  basis  of  the 
House  allowance,  $9,200  is  provided  for  this  activity. 

3.  HIGHER  EDUCATION 

The  Division  of  Higher  Education  has  responsibility  for  administering  the  four 
titles  of  the  National  Defense  Education  Act  dealing  with  higher  education. 
Early  in  the  fall,  meetings  were  held  with  eminent  educators  to  obtain  their 
advice  and  consultation  in  launching  new  programs.  A series  of  10  regional 
meetings  were  held  to  explain  the  objectives  and  operation  of  the  program  to 
over  4,000  representatives  of  the  institutions. 

Rapid  progress  has  been  made  with  a minimum  staff  to  place  this  program 
into  operation.  Initial  awards  have  been  made  to  some  1,200  institutions  for 
student  loans.  Initial  awards  have  also  been  made  on  the  150  national  defense 
fellowships  which  can  be  financed  from  current  funds.  Four  language  institutes 
which  will  train  about  400  persons  have  been  authorized  and  will  operate  this 
summer.  Preliminary  agreements  have  been  made  with  50  institutions  of  higher 
education  for  the  operation  of  counseling  and  guidance  institutes  this  summer. 

The  initial  broad  development  of  policies  and  procedures  which  have  been 
completed  to  date  to  launch  the  new  program  have  been  accomplished  with 
a minimum  staff.  Full  administrative  operations  of  the  new  program  will  require 
a substantial  increase  in  personnel  to  handle  the  heavy  workload  associated  with 
the  many  transactions  with  the  hundreds  of  colleges  in  the  complex  administration 
of  the  four  titles  of  the  act.  This  includes  receipt  and  review  of  applications,  the 
development  of  loan  agreements,  negotiation  of  many  contracts  for  language 
institutes,  language  centers,  and  counseling  and  guidance  training  institutes,  and 
for  language  research ; development  of  program  review  and  fiscal  controls,  prepara- 
tion of  reporting  systems,  etc. 

A supplemental  request  was  made  for  $184,000  to  provide  for  30  additional 
positions  in  headquarters  and  the  establishment  in  the  nine  HEW  regional  offices 
of  field  representative  positions  to  provide  closer  coordination  with  the  institu- 
tions participating  in  the  program;  including  funds  for  meetings  of  the  two  advisory 
councils  to  the  Commissioner,  language  development  and  fellowships.  The 
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amount  now  provided  for  these  purposes  is  $126,300  on  the  basis  of  the  House 
allowance. 

Additional  funds  for  staff  and  expenses  are  imperative  at  this  time  to  permit  the 
orderly  continuation  of  this  program  which  has  been  so  well  advanced  to  this  point. 

4.  STATE  AND  LOCAL  SCHOOL  SYSTEMS 

Supplemental  funds  for  fiscal  year  1959  were  requested  in  the  amount  of 
$231,570  for  administration  of  grant  and  loan  programs  under  titles  III,  V,  and 
X of  the  National  Defense  Education  Act.  The  programs  being  administered 
operate  in  the  elementary  and  secondary  school  field  and  provide  consultation 
and  technical  assistance  as  well  as  administration  of  grants  and  loans  for  the 
purpose  of:  strengthening  instruction  in  science,  mathematics,  and  modern  foreign 
languages:  establishing  and  maintaining  guidance,  counseling,  and  testing  serv- 
ices; and  improving  State  educational  statistical  services. 

Supplemental  funds  are  requested  primarily  to  provide  50  additional  positions 
to  an  initial  staff  of  67  provided  under  the  interim  appropriation.  These  50 
positions  will  be  needed  as  these  programs  pass  from  the  initial  phase  into  one 
requiring  nationwide  collaboration  with  State  educational  agencies,  review  and 
analysis  of  a growing  number  of  State  plan  documents,  processing  of  a large 
volume  of  payment  requests,  development  and  operation  of  a program  reporting 
system,  and  the  development  of  a variety  of  educational  materials  designed  to 
assist  States  in  making  optimum  use  of  the  grant  and  loan  funds  provided  by 
Congress.  The  55  State  and  Territorial  agencies  who  are  eligible  to  oarticipate 
are  in  need  of  services  and  assistance  to  develop  and  implement  effective  programs. 

On  the  basis  of  the  House  allowance  $116,200  is  now  provided  for  this  activity. 

5.  PROGRAM  DIRECTION  AND  SERVICES 

During  this  fiscal  year  the  implementation  of  the  National  Defense  Education 
Act  will  require  the  establishment  of  representatives  in  five  regional  offices  to 
represent  the  Office  of  Education  to  provide  overall  field  coordination  and  leader- 
ship, and  assist  in  direct  imolementation  of  the  act.  These  regional  representa- 
tives will  conduct  liaison  with  State  educational  agencies  to  assure  the  adequacy 
of  Office  services  and  render  special  services  as  required.  This  staff  is  urgently 
needed  at  this  time;  $43,800  was  requested  to  provide  for  12  positions  and  other 
expenses  necessary  to  initiate  this  program.  An  amount  of  825,600  is  now  pro- 
vided on  the  basis  of  the  House  allowance. 

The  new  program  functions  assumed  under  the  National  Defense  Education 
Act  have  added  significantly  to  the  workload  of  the  central  services  of  the  Office 
of  Education.  A special  responsibility  imposed  on  the  Commissioner  is  that 
provided  in  section  1001(d)  which  requires  a study  and  appraisal  of  all  Federal 
programs  having  an  impact  on  institutions  of  higher  learning.  In  order  to  facilitate 
and  expedite  the  work  of  the  Office,  we  budgeted  $43,600  to  provide  for  nine  addi- 
tional positions  and  related  expenses,  in  the  several  management  areas  such  as 
personnel  and  organization  services,  fiscal  management,  general  services,  budget 
management,  and  publications  services.  The  amount  now  becomes  $27,200  based 
on  the  House  allowance. 

6.  INCREASED  PAY  COSTS 

An  amount  of  $517,000  is  required  for  increased  pay  act  costs  authorized  by 
Public  Law  85—462.  The  Office  of  Education  is  not  in  a position  to  absorb  any 
portion  of  this  cost  by  reason  of  the  many  complex  responsibilities  resulting 
from  the  enactment  of  the  National  Defense  Education  Act,  and  the  need  for 
additional  staff.  The  interim  appropriation  for  administration  of  this  new  act 
was  not  adequate  to  provide  the  staff  required,  and  additional  funds  are  requested, 
which  precludes  absorption  of  pay  costs. 

Effect  of  House  Action 


1959  supplemental  request $1,  067,  000 

1959  House  allowance 841,  000 

Amount  of  reduction 226,  000 


The  Office  of  Education  supplemental  estimate  of  $1,067,000  included  $517,000 
for  increased  pay  costs  authorized  by  Public  Law  85-462,  and  $550,000  for  128 
additional  positions  and  necessary  expenses  to  administer  the  National  Defense 


328  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 

Education  Act.  The  House  allowance  of  $841,000  represents  a reduction  of 

$220,000. 

The  estimate  of  $1,067,000  was  based  on  the  assumption  that  funds  would 
become  available  by  March  15.  It  is  now  apparent  that  the  supplemental  funds 
will  become  available  much  later  than  was  originally  anticipated.  Thus,  the 
employment  of  additional  staff  that  is  so  urgently  needed,  and  other  activities 
contemplated,  must  be  deferred.  It  will  be  necessary  to  reschedule  the  filling  of 
positions  during  May  and  June,  and  to  curtail  other  expenses.  Because  of  the 
unavoidable  delays,  however,  the  administrative  operations  will  not  achieve  the 
same  scope  as  had  been  forecast  in  our  supplemental  estimate. 

Although  the  reduction  is  substantial,  by  rescheduling  our  plans  we  believe 
that  we  can  approach  our  original  objectives  by  the  end  of  the  fiscal  year.  There- 
fore, the  Office  does  not  appeal  for  the  restoration  of  funds  disallowed  by  the 
House. 

For  each  activity  involved  in  the  supplemental  estimate,  the  House  allowance 
will  provide  for  the  same  year-end  employment  as  requested  although  the  period 
of  employment  will  be  reduced  together  with  other  items  of  expense. 

ACTIVITY  1 STATISTICS  AND  RESEARCH 

Our  original  estimate  requested  an  increase  of  $22,630  to  provide  three  addi- 
tional positions  and  other  essential  expenses  for  the  remainder  of  this  fiscal  year 
to  administer  the  educational  media  research  program. 

The  House  allowance  will  provide  $19,500  for  this  purpose. 

ACTIVITY  3 VOCATIONAL  EDUCATION 

An  increase  of  $24,400  was  requested  to  provide  six  additional  positions  and 
other  expenses  necessary  for  administration  of  the  area  vocational  educational 
program. 

On  the  basis  of  the  House  allowance,  $9,200  is  provided  for  this  activity. 

ACTIVITY  4 HIGHER  EDUCATION 

A supplemental  request  was  made  for  $184,000  to  provide  30  additional  posi- 
tions in  headquarters,  and  18  positions  to  staff  the  9 HEW  regional  offices  to 
provide  closer  coordination  with  the  institutions  participating  in  the  program. 

The  amount  now  provided  for  these  purposes  is  $126,300,  on  the  basis  of  the 
House  allowance. 

ACTIVITY  6 STATE  AND  LOCAL  SCHOOL  SYSTEMS 

Supplemental  funds  were  requested  in  the  amount  of  $231,570  for  administra- 
tion of  grant  and  loan  programs  und3r  titles  III,  V,  and  X of  the  National  Defense 
Education  Act,  to  provide  50  additional  positions  which  are  essential  as  these 
programs  pass  from  the  initial  phase  into  one  requiring  nationwide  collaboration 
with  State  educational  agencies. 

On  the  basis  of  the  House  allowance,  $116,200  is  now  provided  for  this  activity 
for  these  purposes. 

ACTIVITY  7 PROGRAM  DIRECTION  AND  SERVICES 

(а)  Regional  operations. — A supplemental  estimate  of  $43,800  was  requested 
to  provide  12  positions  and  other  expenses  to  initiate  a program  of  regional  oper- 
ations, establishing  representatives  in  five  regional  offices  to  represent  the  Office 
and  provide  overall  field  coordination  and  leadership,  and  assist  in  direct  imple- 
mentation of  the  National  Defense  Education  Act. 

The  House  allowance  will  provide  $25,600  for  this  purpose. 

(б)  Other. — In  order  to  facilitate  an  expedite  the  additional  workload  imposed 
on  the  central  program  direction  and  management  services  of  the  Office  by  the 
new  program  functions  assumed  under  the  National  Defense  Education  Act,. 
$43,600  was  budgeted  to  provide  nine  additional  positions  and  related  expenses. 

On  the  basis  of  the  House  allowance,  $27,200  is  provided  for  these  purposes. 
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PUBLIC  HEALTH  SERVICE 

Assistance  to  States,  General 

Senator  Hill.  We  had  a supplemental  estimate  for  $800,000  for 
“Assistance  to  States,  general'5  of  which  $500,000  was  sought  to 
increase  and  strengthen  the  training  of  professional  public  health 
personnel  in  accredited  schools  of  public  health,  and  $300,000  for 
the  increased  pay  costs  of  civil  service  personnel. 

The  House  allowed  $750,000,  including  the  full  amount  sought, 
$300,000,  for  increased  pay  costs,  and  $450,000  for  grants  to  schools 
of  public  health.  The  Secretary  of  the  Department  has  advised  the 
committee  that  no  appeal  was  being  made  for  restoration  of  this 
$50,000. 

We  will  insert  in  the  hearings  the  full  statement  of  the  Chief  of 
the  Bureau  of  State  Services,  Public  Health  Service,  in  comment 
upon  the  need  for  these  funds  and  the  effect  of  the  House  action. 

(The  material  referred  to  follows:) 

Statement  by  Chief,  Bureau  of  State  Services  on  Assistance  to  States, 

General 

Mr.  Chairman  and  members  of  the  committee,  this  supplemental  appropriation 
request  is  for  8800,000  of  which  S500,000  is  to  be  used  to  increase  and  strengthen 
the  training  of  professional  public  health  personnel  in  accredited  schools  of  public 
health  and  8300,000  is  for  the  increased  pay  costs  of  civil  service  personnel. 

Public  Law  85-544,  enacted  near  the  end  of  the  last  session  of  Congress,  estab- 
lished the  training  program  and  authorized  the  appropriation  of  not  to  exceed 
$1  million  for  each  of  the  fiscal  years  1959  and  1960  for  making  grants  to  the 
schools  of  public  health  for  this  purpose. 

There  are  in  the  United  States  11  accredited  schools  of  public  health.  Five 
of  these  schools  are  State-supported  institutions  (University  of  North  Carolina, 
University  of  Michigan,  University  of  Minnesota,  University  of  California,  and 
University  of  Puerto  Rico).  The  remaining  six  are  private  institutions  (Harvard, 
Yale,  Columbia,  Johns  Hopkins,  University  of  Pittsburgh,  and  Tulane).  These 
11  schools  perform  a regional,  national,  and  even  international  public  health  train- 
ing service.  For  example,  approximately  75  percent  of  the  graduates  of  these 
schools  are  employed  in  geographical  areas  other  than  the  State  in  which  the  school 
they  attended  is  located.  In  addition,  these  schools  train  personnel  primarily 
for  employment  in  official  and  voluntary  health  agencies.  Over  90  percent  of 
the  students  graduating  accept  employment  in  governmental  and  voluntary 
health  agencies. 

The  training  services  provided  by  the  schools  of  public  health  are,  therefore, 
a vitally  important  national  resource.  They  provide  the  postgraduate  and  spe- 
cialized public  health  training  for  physicians,  engineers,  health  educators,  bio- 
statisticians, and  many  of  the  nurses  and  other  professional  and  technical 
personnel  needed  to  staff  the  preventive  health  services  conducted  through  State 
and  local  health  departments,  Federal  health  agencies,  voluntary  health  organiza- 
tions, and  international  health  programs. 

A group  of  public  health  administrators  and  training  experts  called  together 
by  the  Surgeon  General  in  a national  conference  on  public  health  training  last 
July  concluded  that  a serious  deficiency  exists  in  the  scope  and  volume  of  public 
health  training.  The  conference  found,  for  example,  that  there  are  over  2,500 
vacancies  in  professional  categories  in  official  public  health  agencies  alone  due  to 
lack  of  trained  personnel.  In  addition,  the  conference  found  that  over  20,000 
professional  personnel  now  employed  in  public-health  agencies  in  the  United  States 
lack  the  formal  graduate  or  specialized  public-health  training  needed  to  provide 
for  the  people  the  most  effective  public-health  protection.  Beyond  these  evi- 
dences of  current  need  for  accelerating  and  strengthening  public-health  training 
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operations,  there  exist  also  the  needs  for  expansion  of  training  to  meet  the  per- 
sonnel needs  for  future  population  increases,  for  new  health  programs,  and  for 
implementing  future  research  discoveries.  These  factors  highlight  the  importance 
of  funds  requested  in  this  supplemental  appropriation  for  increasing  the  capabil- 
ities of  these  11  schools  of  public  health  to  meet  more  adequately  the  public-health 
training  needs  of  the  Nation. 

More  than  two-thirds  of  the  students  attending  the  schools  of  public  health  are 
sponsored  by  Federal,  State,  local,  and  international  government  agencies.  This 
sponsorship  usually  includes  payment  by  these  agencies  of  the  students’  tuition 
and  of  a stipend  for  the  students’  living  expenses.  The  tuition  paid  to  the  schools 
covers  only  an  average  of  11  percent  of  the  basic  teaching  costs  of  the  schools. 
For  the  academic  year  1957-58  the  difference  between  tuition  received  and  the 
teaching  costs  for  Government-sponsored  students  is  reported  to  have  exceeded 
$3  million.  In  recognition  of  this  factor,  the  legislation  which  authorizes  the 
program  of  grants  for  training  in  schools  of  public  health  provides  that  in  the 
allocation  of  appropriated  funds  to  the  schools,  “primary  consideration”  shall  be 
given  tc  the  number  of  “federally  sponsored”  students  attending  each  school. 

The  funds  requested  in  this  supplemental  appropriation,  even  though  available 
to  the  schools  late  in  the  fiscal  year,  will  enable  them  to  initiate  programs  for 
strengthening  and  improving  their  public  health  training  services  at  the  earliest 
possible  date.  This  will,  in  addition,  facilitate  their  completion  of  plans  for  maxi- 
mum operations  in  fiscal  year  1960,  for  which  year  $1  million  is  included  in  the 
President’s  budget. 

The  schools  have  advised  us  that  during  fiscal  year  1959  these  funds  will  be 
used  for  such  activities  as — 

(1)  Employment  of  new  faculty  in  such  fields  as  public  health  administra- 
tion, sanitary  science,  radiobiology,  air  pollution,  and  occupational  health. 

(2)  Purchase  of  additional  laboratory  and  other  teaching  equipment. 

(3)  Initiation  of  programs  of  short  courses,  seminars,  and  extension  training 
for  public  health  personnel  of  State  and  local  health  agencies. 

(4)  Renovation  of  space  for  additional  classrooms,  laboratories,  and  offices. 

(5)  Strengthening  library  facilities  in  the  schools. 

Increased  pay  costs  for  civil  service  personnel  were  authorized  in  Public  Law 
85-462,  approved  June  20,  1958.  The  request  of  $300,000  is  required  to  meet 
these  increased  costs.  This  amount  cannot  be  absorbed  since  it  was  necessary 
for  this  appropriation  to  absorb  the  increased  pay  costs  for  commissioned  officer 
personnel. 

Moreover,  funds  are  being  obligated  as  planned  in  the  apportionment,  the 
apportionment  having  been  approved  on  a deficiency  basis.  Because  it  is  so  late 
in  the  year,  the  programs  financed  from  this  appropriation  cannot  retrench  suffi- 
ciently to  absorb  this  cost  by  attrition  of  personnel.  Failure  to  obtain  the  full 
amount  requested  will  require  curtailment  of  operations  in  such  vital  programs 
as  health  of  the  aged  and  chronic  disease  and  accident  prevention. 

EFFECT  OF  HOUSE  ACTION 

The  reduction  of  $50,000  in  funds  requested  for  grants  to  schools  of  public 
health  for  fiscal  year  1959  will  result  in  an  average  reduction  of  approximately 
$4,500  in  the  allocation  to  each  of  the  11  schools.  This  will  have  the  effect  of 
reducing  by  10  percent  the  expenditures  they  can  make  this  year  for  strengthening 
and  improving  their  public  health  training  programs,  particularly  in  the  acquisi- 
tion of  new  teaching  equipment  and  renovation  of  facilities  for  added  classroom 
and  laboratory  space. 

I shall  be  glad  to  answer  any  questions  you  may  have  concerning  these  requests. 

Limitation  on  Salaries  and  Expenses 

BUREAU  OF  OLD-AGE  AND  SURVIVORS  INSURANCE 

Senator  Hill.  We  had  a supplemental  estimate  for  “Salaries  and 
expenses,  Bureau  of  Old-Age  and  Survivors  Insurance”  in  the  amount 
of  $34,401,000,  of  which  $11,295,000  was  required  to  pay  the  increased 
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pay  costs  and  $23,106,000  to  pay  the  administrative  costs  of  the  1958 
amendments. 

The  House  allowed  $32,090,000,  including  the  full  amount  sought 
for  increased  pay  costs,  the  full  reduction  of  $2,311,000  being  appli- 
cable to  the  amount  requested  for  the  1958  amendments.  The  com- 
mittee has  been  advised  by  letter  from  the  Secretary  of  the  Department 
that  no  appeal  is  being  made  for  restoration  of  this  House  cut; 

We  will  insert  in  the  record  the  full  statement  of  the  Director  of 
the  Bureau  of  Old-Age  and  Survivors  Insurance. 

(The  material  referred  to  follows:) 

Statement  by  Director,  Bureau  of  Old-Age  and  Survivors  Insurance 

Mr.  Chairman  and  members  of  the  committee,  I am  pleased  to  have  this 
opportunity  to  appear  before  you  to  present  our  request  for  additional  funds  for 
fiscal  year  1959. 

The  Bureau  is  requesting  $34,401,000  in  supplemental  funds — $11,295,000  of 
which  is  for  the  pay  raise,  and  $23,106,000  for  the  1958  amendments.  The 
social  security  amendments  of  1958  raised  benefits  for  all  persons  on  the  rolls 
and  made  eligible  for  benefits  many  persons  who  previously  were  not  eligible  for 
benefits.  This  request  is  for  only  those  funds  necessary  to  process  the  extra 
claims  that  will  be  received  and  to  make  changes  in  the  benefit  rolls  to  convert 
monthly  benefit  amounts  to  the  new  scale  of  benefits,  plus  the  cost  of  the  pay 
increase  given  Federal  employees. 

the  old-age,  survivors,  and  disability  insurance  program 

The  old-age  and  survivors  insurance  program  was  established  by  title  II  of 
the  Social  Security  Act  of  1935.  Through  a series  of  amendments  to  the  act, 
the  program  now  provides  protection  to  workers  comprising  about  90  percent  of 
the  members  of  the  total  labor  force  and  their  families  against  the  loss  of  earn- 
ings because  of  old-age  disability  and  death.  The  program  is  financed  by  the 
contributions  of  employees,  employers,  and  the  self-employed  which  are  deposited 
in  the  Federal  old-age  and  survivors  insurance  trust  fund  and  the  Federal  dis- 
ability insurance  trust  fund  established  by  the  Congress.  Both  benefit  payments 
and  the  costs  of  administering  the  program  come  out  of  the  trust  funds. 

Administrative  expenses  are  authorized  each  year  by  the  Congress.  Since 
such  expenses  are  drawn  from  the  trust  funds  the  appropriation  for  administra- 
tion does  not  constitute  a charge  against  the  general  fund  of  the  Treasury.  The 
workload  the  Bureau  must  handle  is  derived  from  the  nature  of  the  program 
as  provided  by  statute.  The  volume  of  work  received  in  any  year  is  not  subject 
to  control.  It  is  dictated  by  the  level  of  employment,  labor  mobility,  and  birth, 
marriage,  retirement,  disability  and  death  rates. 

RECENT  LEGISLATIVE  CHANGES  IN  THE  PROGRAM 

In  recent  years  several  legislative  changes  have  been  made  that  have  served 
to  round  out  coverage  under  the  program  and  to  further  improve  it.  Important 
among  these  changes  were  the  addition  of  provisions  for  benefits  to  disabled  indi- 
viduals. The  changes  other  than  the  benefit  increases  made  last  year  were 
primarily  in  the  disability  area. 

Starting  in  1954  provision  was  made  to  protect  the  rights  of  disabled  persons 
by  freezing  their  earnings  records.  The  object  in  doing  so  was  to  prevent  a 
period  of  disability  from  causing  total  ineligibility  for  benefits  or  reduction  in 
the  benefit  amounts  to  which  such  individuals  would  otherwise  be  entitled.  In 
1956  a program  providing  for  payment  of  monthly  disability  benefits  to  disabled 
persons  between  50  and  65  years  of  age  was  enacted.  The  changes  in  1958  pro- 
vided more  equitable  requirements  for  entitlement  under  the  already  established 
disability  provisions  in  the  law  and  under  the  old-age  and  survivors  provisions ; 
however,  the  greater  impact  of  the  changes  was  in  the  area  of  disability.  In 
addition  the  amendments  provided  for  the  payment  of  benefits  to  dependents 
of  disability  beneficiaries. 
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THE  1958  AMENDMENTS  TO  THE  SOCIAL  SECURITY  ACT 

rIhe  features  of  the  1958  amendments  which  cause  additional  workloads  to  be 
received  in  fiscal  year  1959  are: 

Disability  program, 

(a)  Payment  of  monthly  benefits  to  dependents  of  disabled  workers:  170,000 
claims. 

I nder  previous  law,  dependents  of  disabled  beneficiaries,  unlike  dependents  of 
retired  beneficiaries,  were  not  eligible  for  dependents’  benefits.  The  1958  amend- 
ments made  the  dependents  of  disabled  individuals  eligible  for  benefits  for  the 
first  time.  About  24,000  claims  are  expected  from  disabled  children  over  age  18 
who  were  dependent  upon  the  beneficiaries. 

(b)  Modification  of  eligibility  requirements  for  the  disability  “freeze”  and 
monthly  disability  benefits : 215,000  claims. 

The  1958  amendments  modified  the  work  requirements  for  both  monthly  dis- 
ability benefits  and  the  disability  freeze  so  as  to  make  it  easier  for  people  whose 
disabilities  have  a gradual  onset  to  qualify.  Under  the  amended  law,  a worker 
is  no  longer  required  to  have  had  six  quarters  of  coverage  out  of  the  13  calendar 
quarters  before  he  became  disabled.  The  requirement  for  a fully  insured  status 
(20  quarters  of  coverage  out  of  the  40  calendar  quarters  before  he  became  dis- 
abled) was  retained  in  the  amended  law.  This  change  made  substantial  numbers 
of  disabled  persons  who  could  not  meet  the  work  requirements  of  the  old  law 
immediately  eligible  for  benefits.  The  claims  filed  under  this  provision  (as  well 
as  those  for  disabled  children  mentioned  in  (a)  above  and  in  the  following  para- 
graph) require  a determination  as  to  the  existence  of  a disability  as  defined  in 
the  law  and  are  about  three  times  as  costly  as  other  types  of  claims. 

OLD-AGE  AND  SUVTVORS  INSURANCE  PROGRAM 

Changes  in  eligibility  requirements  for  dependents  and  survivors  benefits: 
181,000  claims. 

Over  half  of  these  claims  are  from  dependent  parents  who  may  now  qualify 
for  benefits,  even  though  a widow  or  child  survives  the  deceased  worker.  Under 
the  old  law,  the  existence  of  a widow  or  child  survivor  was  an  automatic  bar  to 
payment  of  parents’  benefits.  The  other  major  group  made  eligible  for  benefits 
through  changes  in  eligibility  requirements,  are  dependent  disabled  children  over 
age  18.  It  is  expected  that  59,000  claims  from  these  disabled  children  of  retired 
or  deceased  workers  will  be  filed  in  fiscal  year  1959,  by  reason  of  the  change  in 
the  law  which  provides  that  the  same  presumption  of  dependency  shall  apply  in 
their  case  as  applies  in  the  case  of  children  who  are  under  age  18. 

INCREASE  IN  BENEFIT  RATES 

The  amounts  of  monthly  benefits  were  increased  about  7 percent  for  all  bene- 
ficiaries beginning  January  1959.  We  completed  in  January  the  very  big  job  of 
changing  the  benefit  amounts  in  the  checks  for  12.8  million  persons  on  the  benefit 
rolls  to  reflect  the  increase.  Checks  in  the  new  larger  amounts  were  received  by 
nil  beneficiaries  in  the  first  week  of  February. 

PLANS  FOR  HANDLING  THE  ADDED  WORK 

Except  for  the  benefit  increase,  the  provisions  of  the  1958  amendments  became 
effective  the  month  of  September  1958.  Because  the  effective  dates  were  early, 
there  was  a need  to  move  promptly  in  tooling  up  to  process  the  claims  of  these 
people,  most  of  whom  have  no  other  adequate  source  of  income.  Immediately 
after  enactment  of  the  amendments,  we  were  authorized  to  spend  on  a deficiency 
basis  so  that  we  could  add  and  train  staff.  Although  the  estimated  workloads 
stemming  from  the  amendments  supported  an  additional  staff  of  over  4,000  em- 
ployees for  a 9-month  period,  this  request  reflects  the  Bureau’s  plans  to  hire 
about  3.000  additional  employees.  The  remaining  manpower  needs  will  be  made 
up  by  the  use  of  overtime.  This  approach  was  taken  partly  because  of  inability 
to  staff  up  fast  enough  to  meet  the  estimated  workloads,  and  partly  by  the  need 
lo  tie  in  to  staffing  requirements  for  1960. 

The  House  reduced  the  Bureau’s  1959  supplemental  request  of  $34,401,000 
to  $32,090,000,  a decrease  of  $2,311,000.  The  reduction  will  necessitate  some 
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scaling  back  of  plans  for  the  remainder  of  the  year.  However,  since  appearing 
before  the  House  committee,  we  have  had  the  benefit  of  more  current  data  as  to 
workload  trends  and  an  opportunity  to  evaluate  the  current  status  of  pending 
workloads,  as  well  as  our  best  estimates  of  the  work  to  be  received.  Most  recent 
information  available  to  us  indicates  that  without  significantly  impairing  oper- 
ations, we  will  be  able,  through  a reduction  in  overtime,  to  live  within  the  House 
allowance. 

Program  and  financing 


Program  by  activities: 

1.  Maintenance  of  earnings  accounts.. 

2.  Processing  OASI  claims 

3.  Maintenance  of  OASI  beneficiary  rolls 

4.  Processing  disability  claims  and  maintaining  bene- 

ficiary rolls... 

5.  Hearings  and  appeals 

6.  Actuarial  services. 

7.  Administration 

8.  1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases 

Total  obligations — 

Financing:  1959  appropriation  available  in  1958 

Total  of  trust  fund  limitation 

Total  of  trust  fund  limitation  consists  of: 

Appropriation 

Proposed  supplemental  appropriation — 

Appropriation  (adjusted) — 


1959  presently 
available 

1959  revised 
estimate 

1959  increase 

$23.  796.  857 

$23,  796,  857 
64,  644,  092 
27.  585,  376 

56.  423.  867 
25,  580,  235 

$8,  220,  225 
2,  005, 141 

23,  561,  234 
3,  622,  998 
118,  600 
17,  322,  209 
-607,  311 
-11,295,  000 

34,  850,  298 
4,  084,  261 
118,  600 
18,  452,  516 
-607,  311 

11,  289,  064 
451,  263 

1, 130,  307 

11,  295.  000 

138,  523,  689 
607,  311 

172,  924,  689 
607,  311 

34.  401,  000 

139, 131,  000 

173,  532,  000 

34.401.000 

139, 131,  000 

139, 131,  000 
34,  401,  000 

34,  401, 000 

139, 131,  000 

173,  532,  000 

34,  401,  000 

Object  classification 


1959 

presently 

available 

1959 

revised 

estimate 

1959  increase 

Total  number  of  permanent  positions.  _ - 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  positions. 

Number  of  employees  at  end  of  year ... 

01  Personal  services: 

Permanent  positions . .. 

Positions  other  than  permanent 

Other  payments  for  personal  services . 

Total  personal  services...  

02  Travel.  - ... . 

22, 557 
56 

i 22, 195 
22, 173 

25, 104 
308 
2 24, 115 
25, 334 

2,547 
252 
3 1,920 
3,161 

$110,  571,  575 
272,  827 
2,  687,  952 

$118,  378,  711 
1,  218, 148 
9,  334,  971 

$7, 807. 136 
945,  321 
6,  647,  019 

113,  532,  354 
2,  715,  578 
533,  812 
2,  261,665 
10,  625,  538 
1,  446,  587 
979,  265 
8,  387,  040 
1,  248,  372 
874,  540 
7, 199,  468 
2,  771 
11,  699 
-11,  295,  000 

128,  931,  830 
3,190,  303 
816,  747 
2,  441,320 

11,  344,  263 
1,  712,  842 
1,  078.  571 

12,  332,  014 
1,  427, 096 
1,  924,  934 
7,  676,  926 

2,  771 
45,  072 

15,  399, 476 
474,  725 
282,  935 
179,  655 
718,  725 
266.  255 
99, 306 
3,  944,  974 
178,  724 
1, 050, 394 
477, 458 

03  Transportation  of  things  

04  Communication  services  _ .._  . 

05  Rents  and  utility  services ._  

06  Printing  and  reproduction. ... 

07  Other  contractual  services ...  

Advances  to  States . 

08  Supplies  and  materials . .... 

09  Equipment.  . _.  . .....  __  

11  Grants,  subsidies,  and  contributions...  . . 

13  Refunds,  awards,  and  indemnities ... ... 

15  Taxes  and  assessments  __  ...  

Supplemental  required  for  pay  increase . 

33,  373 
11,  295,  000 

Total  obligations 

138,  523,  689 

172,  924,  689 

34,  401,  000 

1 Excludes  overtime  equivalent  of  262  man-years. 

2 Excludes  overtime  equivalent  of  1,257  man-years. 

3 Excludes  overtime  equivalent  of  995  man-years. 
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Limitation  on  Salaries  and  Expenses,  Bureau  of  Old-Age  and  Survivors 

Insurance  (Trust  fund) 

THE  OLD-AGE,  SURVIVORS  AND  DISABILITY  INSURANCE  PROGRAM 

The  Bureau  of  Old-Age  and  Survivors  Insurance  administers  the  social  insur- 
ance program  provided  by  title  II  of  the  Social  Security  Act,  as  amended.  The 
program  provides  protection  in  the  form  of  monthly  benefit  payments  to  about 
90  percent  of  the  total  labor  force  and  their  families  against  the  loss  of  earnings 
because  of  old  age,  disability  (age  50  to  64),  and  death.  Tax  contributions  from 
employers,  employees,  and  the  self-employed  are  deposited  in  the  Federal  old-age 
and  survivors  insurance  and  Federal  disability  insurance  trust  funds.  All  bene- 
fit payments  and  administrative  costs  are  financed  from  these  trust  funds.  As 
a result,  these  payments  do  not  affect  the  status  of  the  general  funds  of  the 
Treasury. 

The  requirements  for  administrative  costs  are  computed  on  the  basis  of  the 
measurable  workloads  the  Bureau  expects  to  handle  in  any  year.  The  volume 
of  this  work  is  not  subject  to  control  by  the  Bureau.  Rather,  it  is  derived  from 
the  nature  of  the  program  as  provided  in  the  statute  and  is  influenced  by  such 
factors  as  level  of  employment,  labor  mobility,  birth,  marriage,  death  and  dis- 
ability rates.  Actuaries  use  these  factors  to  develop  workload  estimates,  which 
are  then  priced  out  on  the  basis  of  experienced  unit  costs  to  determine  the  Bu- 
reau’s budget  requirements. 

The  program  has  undergone  a series  of  amendments  in  recent  years  (1950, 
1952,  1954,  1956,  and  1958)  which  have  significantly  changed  the  scope  of  the 
program  and  its  effect  on  the  Nation’s  economy.  The  1958  amendments  (Public 
Law  85-840)  enacted  August  28,  1958,  represent  another  in  this  series  of  changes 
designed  to  improve  the  protection  of  the  program  against  economic  risks. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  Bureau  of  Old-Age  and  Survivors  Insurance  is  requesting  supplemental 
funds  amounting  to  $34,401,000  for  fiscal  year  1959.  Part  of  the  additional  re- 
quirements stem  from  the  passage  of  the  social  security  amendments  of  1958. 
The  Bureau  will  require  $23,106,000  to  finance  the  added  work  arising  because 
of  these  amendments.  A supplemental  appropriation  of  $11,295,000  is  needed 
to  defray  the  personal  services  and  related  costs  of  the  1958  pay  raise  (Public 
Law  85-482).  These  funds  raise  the  regular  1959  appropriation  to  take  care  of 
the  pay  raise.  A detailed  justification  and  explanation  of  the  additional  funds 
requested  is  given  in  the  following  sections. 

Limitation  on  Construction,  Bureau  of  Old-Age  and  Survivors 

Insurance 

Senator  Hill.  We  had  a supplemental  estimate  in  the  amount  of 
$1,210,000,  which  together  with  certain  unobligated  balances  in  the 
basic  appropriation  would  permit  the  construction  of  an  additional 
building  needed  to  house  expanded  activities  of  the  Bureau. 

The  House  allowed  the  estimate  in  its  entirety,  and  we  will  print 
the  justifications  at  this  point  in  the  hearings  for  the  information  of 
the  committee  and  of  the  Senate. 

(The  material  referred  to  follows:) 

Justification  for  a Supplemental  Appropriation  for  Fiscal  Year  1959 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Funds  requested  for  expenditure  from  the  Federal  old-age  and  survivors  in- 
surance trust  fund  are  needed  to  enlarge  the  Social  Security  Building  now 
under  construction  in  Baltimore  County,  Md.  Because  of  a series  of  major 
amendments  to  the  Social  Security  Act  since  1953,  when  space  requirements  were 
formulated,  the  building  now  being  built  will  be  too  small  to  house  the  Bureau’s 
Baltimore  operations. 
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THE  BASIS  FOR  DESIGN  AND  SPACE  PROVIDED  IN  BUILDING  NOW  BEING  CONSTRUCTED 

The  design  of  the  Social  Security  Building  and  the  amount  of  space  which 
was  to  be  provided  in  it  was  predicated  upon  a space  directive  made  in  1953.  In 
preparing  the  directive,  amounts  of  space  needed  were  first  computed  on  the  basis 
of  workloads  which  were  current  in  1953.  To  this  was  added  an  allowance  for 
the  normally  expected  increase  in  workloads  from  1953  to  1963  and  another 
allowance  for  new  workloads  which  were  expected  to  come  from  extensions  of 
coverage  then  anticipated.  From  this  figure  was  deducted  a projected  saving 
in  space  expected  to  be  accomplished  by  1963  through  technological  improve- 
ments. To  the  net  useable  space  thus  computed  was  added  space  for  building 
custodial  use,  employee  health  services,  a cafeteria  and  auditorium.  The  total 
thus  computed  was  917,159  square  feet.  A summary  of  the  figures  follows : 


Plus  ; Square  feet 

Space  required  for  present  program  and  current  workloads  in  1953-  811,  405 

Allowance  for  increase  by  1963  (10  years)  in  workloads  under  pro- 
gram existing  in  1953 83,  691 

Allowance  for  extensions  of  coverage  insurance 47,  063 


Subtotal 942, 159 

Less  projected  saving  by  1963  as  a result  of  technological  improvements-  25,  000 


Total  space  required  in  1963 1 917, 159 

The  employment  in  the  Bureau  in  1963  was  projected  at 6,  566 


1 A slight  adjustment  of  the  details  in  the  space  directive  was  made  in  1955  without 
significantly  changing  the  total  figured.  As  now  computed,  the  usable  space  in  the  new 
building  is  926,518,  the  difference  representing  a normal  missing  of  the  mark  in  the  design 
process. 

In  computing  the  space  allowances  for  increased  workloads  and  for  extensions 
of  coverage  and  in  estimating  the  employment  in  the  Bureau  in  1963,  increases 
were  projected  only  for  direct  operations.  No  provision  was  made  for  increases 
in  general  administrative  staff,  which  provides  guidance,  leadership,  and  services 
to  the  operating  staff  directly  engaged  in  processing  workloads.  The  general 
administrative  staff  budgeted  in  1953  was  held  at  the  same  figure  in  calculating 
the  total  staff  in  1963.  The  apparent  reason  for  this  was  that  in  the  light  of 
the  relatively  small  workload  expansion  which  was  then  projected,  no  solid 
basis  was  provided  for  estimating  an  increase. 

Contemplating  the  possibility  of  a need  for  expansion  after  1963.  studies  were 
made  to  determine  now  this  could  best  be  done.  The  sizing  of  structural  mem- 
bers to  permit  later  vertical  expansion  was  ruled  out  because  of  cost  and  for 
other  engineering  reasons.  It  was  decided,  rather,  to  so  size  the  heating,  power, 
airconditioning  equipment,  etc.,  to  permit  an  addition  of  three  25-foot  bays 
extending  the  entire  625-foot  length  of  the  operations  building  on  its  east  side. 
This  would  provide  some  more  operating  type  of  space,  if  needed.  If  more 
executive,  general  administrative  space  became  needed,  it  was  thought  that  it 
would  be  necessary  to  build  a more  or  less  self-contained  wing  next  to  the  10- 
story  administration  building  and  to  the  west  of  it. 

THE  EXPERIENCE  SINCE  1953 

Experience  is  proving  that  the  allowance  of  83,691  square  feet  to  provide  for 
increases  by  1963  in  the  workload  of  the  Division  of  Accounting  Operations  was 
substantially  correct. 

The  allowance  of  47,063  square  feet  made  to  provide  for  expected  extensions 
of  coverage  was  predicated  upon  extending  coverage  to  a number  of  groups  of 
people  totaling  10.775,000  persons.  All  of  these  groups  have  been  covered. 
Another  major  group,  the  Armed  Forces,  has  also  been  covered.  Extensions  of 
coverage  have  been  made  to  over  13,500,000  people  compared  with  the  projection 
of  10,775,000  persons. 

Besides  the  extension  of  coverage  to  the  Armed  Forces,  other  workload  creat- 
ing amendments  to  the  Social  Security  Act,  unprojected  in  the  building  planning, 
have  been  passed  since  1953.  Quite  a number  of  changes  in  the  initial  and 
continuing  eligibility  requirements  and  in  the  benefit  formula  have  been  made 
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which  have  increased  workloads,  the  complexity  of  processing,  and  have  created 
a need  for  additional  operating  and  policy  staff.  However,  by  far  the  most 
significant  omission  in  the  initial  planning,  one  involving  the  major  effect  upon 
Baltimore  operations,  was  for  the  disability  program. 

In  1954,  a disability  freeze  program  was  established  to  protect  the  OASI 
eligibility  of  disabled  persons.  In  1956,  a program  for  payment  of  cash  benefits 
to  disabled  persons  aged  50  or  over  was  inaugurated.  In  1958,  a liberalization 
of  both  the  freeze  and  cash  benefit  programs  was  enacted. 

The  inauguration  of  a disability  program,  as  a part  of  the  Federal  social  insur- 
ance program  brought  the  Bureau  into  a field  of  work  almost  wholly  new  to  it. 
It  is  a program  which  requires  pioneering  in  policymaking  and  adjudicatory 
techniques  while  involving  a most  significant  degree  of  public  sensitivity  and 
reaction.  This  characterization  cannot  help  but  exist  for  a substantial  time  into 
the  future.  Further  extensions  and  liberalizations  by  legislation  are  to  be 
expected  to  create  new  problems  and  prolong  the  sensitivity.  In  this  situation, 
it  is  essential  that  disability  operations  remain  centralized  in  Baltimore  for  a 
long  period  of  time. 

Soon  after  the  institution  of  the  program  for  payment  of  disability  cash  bene- 
fits it  became  evident  that  workflows,  processing  interrelationships,  and  the  time 
taken  for  them  needed  to  be  adjusted  in  the  interest  of  proper  service  to  the 
public.  To  speed  up  initial  payments  it  was  necessary  to  establish  a payment 
center  in  Baltimore  to  service  disability  claims.  The  payment  center  was  placed 
in  operation  on  September  1,  1958. 

The  Social  Security  Amendments  of  1958,  liberalizing  the  disability  eligibility 
requirements,  had  a major  effect  upon  the  staffing  for  the  disability  operations 
and  the  payment  center  serving  them.  Budgetary  determinations  just  now 
available  place  the  total  need  for  this  program  to  be  about  1,700  persons  in 
Baltimore.  These  employees,  with  the  files  and  other  equipment  needed,  require 
165,000  square  feet  of  space,  none  of  which  was  planned  for  in  the  1953  space 
directive. 

In  describing  the  basis  for  the  design  and  space  calculations  for  the  1953 
directive,  it  was  stated  that,  because  there  was  then  no  solid  basis  for  estimating 
an  increase  in  general  administrative  staff,  no  allowance  for  such  an  increase 
was  made.  Experience,  itself,  since  1953  now  provides  a determiantion  for  at 
least  the  increased  general  administrative  staff  now  needed. 

In  June  1953,  the  total  population  of  the  Bureau  staff,  both  in  Baltimore 
and  the  field  was  13,833.  The  Bureau  expects  to  end  the  fiscal  year  1959  with 
25.334  employees,  and  fiscal  year  1960  with  25,221  employees.  This  is  almost 
double  the  employment  in  1953.  Servicing  the  larger  number  of  Bureau  em- 
ployees and  the  more  complex  program  requires  600  more  general  administra- 
tive and  technical  personnel  than  were  provided  for  in  the  building  plans. 

Now,  moving  from  the  plus  to  the  minus  side  of  the  problem,  in  1953  the 
Bureau  was  operating,  in  its  Division  of  Accounting  Operations  in  Baltimore, 
with  conventional  card  tabulating  machinery.  Many  machines  of  each  type 
were  in  use.  Huge  summary  and  other  card  files  had  to  be  maintained.  The 
Bureau  also  had  a large  Flex-o-Line  national  index  requiring  a large  area 
of  space. 

Technological  improvements  were  constantly  being  made  over  the  years  in 
the  use  of  such  equipment  and  otherwise  many  economies  in  operations  cost 
and  in  space  were  effected.  A saving  of  25,000  square  feet  of  space  was  pro- 
jected, therefore,  to  be  achieved  by  1963  in  the  space  directive  made  in  1953. 

In  about  a year  from  now,  the  Division  of  Accounting  Operations  will  have 
eliminated  by  far  the  greater  amount  of  its  conventional  tabulating  machinery. 
Since  1953  it  has  installed  a first,  then  a second  battery  of  electronic  data 
processing  machinery  utilizing  magnetic  tape  instead  of  cards.  In  about  a year 
from  now  it  will  have  a third  battery  in  operation  which  will  complete  a tran- 
sition from  tabulating  machine  operations  back  from  the  end  point  of  opera- 
tions practically  to  the  initial  card  punching  operation.  In  addition,  through 
the  use  of  a microfilm  record  it  will  replace  the  national  Flex-o-Line  file  with 
consequent  money  and  space  savings. 

In  the  1953  space  directive,  provision  was  made  for  727,274  square  feet  of 
space  for  the  Division  of  Accounting  Operations.  It  is  now  calculated  that  on 
January  1,  1960,  about  the  date  of  occupancy  of  the  building  being  constructed, 
it  will  need  614,913  square  feet.  This  is  a red  notion  of  112,361  square  feet. 
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THE  PRESENT  SITUATION 

For  some  time  it  has  been  apparent  that,  upon  completion  of  the  building, 
there  would  be  some  shortage  in  the  partitioned  type  of  space  designed  for 
general  administrative  personnel.  It  was  hoped  that  without  too  much  of  a 
sacrifice  in  efficiency,  this  could  be  adjusted  by  finding  ways  to  use  operating 
open  space  which  might  prove  to  be  available  for  some  of  them.  However, 
final  figures  on  the  amount  of  operating  space  needed  could  not  be  calculated 
until  the  planning  for  the  third  EDPM  battery  had  reached  a certain  point 
of  development  and,  in  addition,  the  effects  upon  staffing  and  space  require- 
ments of  the  1958  amendments  had  been  reduced  to  budgetary  determination. 

These  data  have  just  now  become  available.  Now,  it  is  known  that  by  Jan- 
uary 1,  1960,  the  approximate  date  of  completion  of  the  building,  the  Bureau 
will  have  8,200  people  to  house  in  it  rather  than  6,500  which  was  the  basis  of 
the  planning  for  it. 

Present  calculations  show  an  overall  shortage  of  about  85,000  square  feet  of 
space.  They  also  reveal  a need  for  some  more  partitioned  general  administra- 
tive space  and  a need  for  an  even  greater  amount  of  open  operating-type  space 
particularly  for  disability  operations  and  the  payment  center  serving  that  pro- 
gram. 

Should  no  more  space  be  made  available  in  the  new  building,  the  Bureau  is 
faced  with  several  undesirable  alternative  operating  plans.  A questionable  best 
of  these  leaves  its  disability  operations  and  the  payment  center  in  downtown 
Baltimore,  perhaps  in  the  Paca-Pratt  Building.  These  two  units  should  remain 
together.  This  entails  a separation  of  these  units  in  their  entirety  from  the 
rest  of  the  Bureau  which  plays  an  intimate  part  in  disability  policymaking.  Or  it 
entails  an  internal  separation  of  the  Division  of  Disability  Operations  adversely 
affecting  critically  needed  close  supervision.  In  either  event  it  separates  those 
units  from  the  operations  of  the  Division  of  Accounting  Operations  which  is 
also  undesirable,  because  the  earnings  record  files  of  this  Division  are  used 
In  the  processing  of  disability  cases. 

Another  expedient  might  be  to  splinter  off  some  other  operations  and  leave 
them  in  downtown  Baltimore.  A study  proves,  however,  that  for  any  combi- 
nation of  such  units  which  may  be  selected,  there  are  serious  and  costly  con- 
sequences which  would  follow  separation  from  the  main  body  of  the  Bureau. 

A third  alternative  and  perhaps  the  worst,  is  to  double  shift  a large  part  of  the 
operations.  Double  shifting  with  its  10-percent  pay  differential,  is  costly  and 
would  be  much  more  difficult  in  the  new  location  than  it  is  in  downtown  Bal- 
timore. Double  shifting  involves  an  early  starting  hour  for  the  first  shift  and 
a late  closing  hour  for  the  second.  A midnight  closing  hour  would  bring  people 
downtown  to  transportation  transfer  points  after  transportation  service  had  been 
severely  curtailed.  For  these  and  many  other  reasons,  the  operations  would 
suffer  disruptions  and  would  be  more  costly. 

THE  DESIRABLE  SOLUTION  TO  THE  SPACE  PROBLEM 

The  computation  of  a shortage  of  85,000  square  feet  of  space  in  the  building 
makes  no  allowance  for  future  expansion.  The  computation  is  based  upon  the 
space  needs  on  completion  of  present  construction  and  the  space  afforded  in 
the  building  when  it  is  completed. 

The  workloads  of  the  Bureau’s  operations  in  Baltimore  will  continue  to  grow 
with  the  growth  in  population  and  the  country’s  working  force.  Extensions  and 
liberalizations  in  the  disability  and  the  regular  program  are  probable  over  the 
years  ahead.  With  the  conversion  of  ADPM  processing  now  being  almost  com- 
plete, it  is  not  as  likely  that  compensating  savings  in  space  can  be  made  through 
technological  advances  in  the  near  future.  Quite  obviously,  if  more  space  should 
be  provided  by  construction,  some  space  beyond  present  needs  should  be  built. 

The  construction  of  three  additional  25-foot  bays  along  the  625-foot  eastern 
length  of  the  operations  building  would  provide  an  additional  114,000  net  gross 
square  feet  of  space.  This  would  be  enough  in  total  to  make  up  for  the  shortage 
but  would  provide  an  allowance  of  only  about  3 percent  for  future  expansion. 

There  are  a number  of  factors,  however,  which  have  a bearing  upon  the 
choice  of  this  construction  as  the  solution  to  the  space  problem.  They  are 
listed  below : 

(1)  Because  of  its  location  and  nature,  construction  of  the  extension  could 
not  be  started  until  after  present  construction  is  completed.  Otherwise  there 
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would  be  a serious  delay  in  completion  of  the  present  construction  and  amend- 
ments to  the  existing  contract  would  be  necessary.  Such  amendments  are  al- 
ways costly. 

(2)  There  would  be  some  interference  with  operations  if  constructed  after 
occupancy  of  the  building  now  being  constructed. 

(3)  Since  the  extra  space  would  be  provided  in  portions  on  3 y2  floors  adjacent 
to  DAO  operations,  it  would  not  be  possible  to  escape  costly  shifting  of  opera- 
tions and  facilities  when  the  addition  became  available.  This  particularly 
because  contiguous  operating  space  is  needed  for  the  disability  operations  and 
the  payment  center  serving  it. 

(4)  It  cannot  be  properly  designed  to  provide  anything  other  than  the  open 
operating  type  of  space,  although  it  would  be  better  to  obtain  some  more  parti- 
tionable  general  administrative  space. 

(5)  When  the  design  for  this  extension  was  adopted,  only  50  acres  of  land 
was  available.  Planned  facilities  on  the  west  side  dictated  that  an  extension 
going  the  entire  length  of  the  building  be  on  the  east  side.  Since  then,  addi- 
tional land  has  been  obtained  to  the  west  of  the  building.  It  has  become 
preferable  to  expand  to  the  west  if  a choice  is  available. 

Such  a building  (about  225  by  325  feet)  would  provide  about  168,000  square 
feet  of  usable  space.  That  is  about  the  amount  needed  for  the  disability  opera- 
tions and  the  payment  center.  It  would  leave  room  for  orderly  expansion  in 
the  operations  building  now  being  constructed  in  an  amount  greater  than  would 
be  obtained  by  constructing  the  extension  on  the  east  side.  Construction  could 
be  begun  as  soon  as  architectural  and  engineering  plans  are  completed.  It 
could  be  begun  without  interference  with  present  construction.  It  would 
shorten  considerably  the  time  before  the  entire  Bureau  operations  could  be 
brought  together.  There  would  be  no  interference  with  operations  and  costly 
shifts  in  operations  and  facilities  would  be  avoided.  And  by  designing  a row 
of  general  administrative  office  space  in  front  of  its  northerly  core  it  would 
provide  ideal  and  needed  additional  partitioned  general  administrative  space 
equivalent  to  about  iy2  floors  of  the  10-story  administration  building. 

The  power,  heating,  air-conditioning  facilities  provided  for  an  extension 
on  the  east  side  are  fully  adequate  for  and  can  be  applied  to  serve  this  addition 
to  the  building.  The  facilities  are,  in  fact,  in  most  respects  adequate  to  serve  it 
and  with  a minimum  of  extra  provision  could  serve  the  east  extension  as  well 
if  the  future  requires  its  construction. 

An  estimate  of  the  cost  of  the  construction  of  the  building  made  by  the  Public 
Buildings  Administration  is  as  follows : 


Construction  (239,275  gross  square  feet) $3,  810,  000 

Air  conditioning 100,  000 

Elevators  (3) 175,000 

Reservations 55,  000 

Contingencies  205,  000 

Drawings  and  specifications,  PBS  supervision,  and  office  and  ad- 
ministration   325, 000 


Total 4,670,000 


FINANCING 

The  appropriations  made  to  date  for  construction  establish  a limit  of  cost  of 
$31,080,000  with  the  proviso  that  the  established  limit  of  cost  may  be  exceeded 
or  shall  be  reduced  by  an  amount  equal  to  the  percentage  increase  or  decrease, 
if  any,  in  construction  costs  generally  dating  from  October  1,  1956,  as  determined 
by  the  Administrator,  General  Services  Administration.  Such  a determination 
was  made  in  October  1957  that  costs  had  increased  4.33  percent  by  October  1, 
1957,  which  date  shortly  preceded  the  letting  of  the  major  construction  contract 
for  the  building  originally  planned.  But  the  escalation  clause  became  inopera- 
tive when  the  contract  was  let  for  a sum  less  than  the  sums  available. 

It  is  expected  that  the  addition  to  the  building  now  proposed,  as  well  as  the 
building  originally  planned  and  presently  under  construction  can  be  constructed 
for  $32,290,000.  Because  the  proposed  addition  contemplates  the  construction 
of  larger  quarters  than  originally  planned,  a supplementary  appropriation  in  the 
amount  of  $1,210,000  and  a new  limit  of  cost  of  $32,290,000  is  requested  for  the 
construction  of  the  office  building  as  originally  planned,  including  an  addition 
thereto,  and  appurtenant  facilities  including  the  acquisition  of  land. 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  195  9 339 

Grants  to  States  for  Public  Assistance 

BUREAU  OF  PUBLIC  ASSISTANCE 

Senator  Hill.  We  had  a supplemental  estimate  in  the  amount  of 
$168,400,000  for  “Grants  to  States  for  public  assistance.”  The  House 
allowed  $151,560,000,  a reduction  of  $16,840,000  or  10  percent. 

The  committee  has  been  advised  by  the  Secretary  of  the  Department 
that  no  appeal  is  being  made  for  restoration  of  the  House  cut.  We 
will  print  the  full  statement  of  the  Director  of  the  Bureau  of  Public 
Assistance  in  justification  of  the  estimate  and  in  comment  upon  the 
effect  of  the  House  action. 

(The  material  referred  to  follows :) 

Statement  by  Director,  Bureau  of  Public  Assistance 

The  original  request  by  the  Department  for  a supplemental  appropriation 
for  grants  to  States  for  old-age  assistance,  aid  to  dependent  children,  aid  to  the 
blind,  and  aid  to  the  permanently  and  totally  disabled  amounted  to  $168,400,000. 
The  regular  appropriation  approved  by  the  Congress  for  public  assistance  grants 
for  fiscal  year  1959  was  $1,806,400,000. 

The  need  for  the  supplemental  appropriation  arises  primarily  because,  subse- 
quent to  the  approval  of  the  regular  appropriation,  the  Congress  enacted  legis- 
lation that  amended  the  substantive  provisions  of  the  Social  Security  Act  gov- 
erning Federal  financial  participation  in  public  assistance  expenditures.  These 
amendments,  which  became  effective  on  October  1,  1958,  changed  the  formulas 
set  forth  in  the  Social  Security  Act  so  as  to  increase  the  percentage  of  total  ex- 
penditures to  be  met  from  Federal  funds  during  the  last  9 months  of  the  fiscal 
year.  It  was  estimated  that  the  increased  cost  due  to  this  change  in  the  Fed- 
eral share  of  payments  would  amount  to  $125,500,000. 

The  balance  of  the  supplemental  request,  $42,900,000,  was  based  on  a revision 
in  the  estimated  number  of  recipients  of  aid  to  dependent  children.  During  the 
12  months  ended  with  December  1958,  the  number  of  recipients  increased  at  an 
average  monthly  rate  of  about  29,000  as  compared  with  an  estimated  monthly 
increase  of  6,100  projected  in  the  regular  1959  appropriation  request.  The  num- 
ber of  recipients  in  December  1958  was  2,850,000  ; an  average  of  2,860,000  has  been 
estimated  for  the  fiscal  year. 


EFFECT  OF  HOUSE  ACTION 

The  preparation  of  the  supplemental  estimate  this  year  presented  unusually 
difficult  problems  since  it  was  necessary  for  us  to  estimate  the  total  amount  of 
Federal  funds  the  States  would  claim  for  the  fiscal  year.  This,  in  turn,  de- 
pended, to  a large  degree,  upon  the  dates  that  States  placed  into  effect  changes 
in  assistance  standards  and  payments  as  a result  of  the  1958  amendments. 
From  the  information  that  we  have  received  from  the  States  thus  far,  it  now 
appears  that  our  supplemental  estimate  was  overstated.  Grants  for  the  first 
three  quarters  of  the  fiscal  year  totaled  slightly  over  $1,449,500,000  and  requests 
for  funds  for  the  fourth  quarter  approximate  $506,660,000,  making  a total  of 
$1,956,160,000.  The  regular  appropriation  plus  the  House  allowance  of  $151,560,- 
000  provides  $1,957,960,000  for  the  year.  Thus,  the  total  appropriation,  based 
on  the  House  allowance  is  $1,800,000  in  excess  of  the  States’  requests  thus  far 
for  the  year.  Usually,  however,  supplemental  requests  are  received  each 
quarter.  State  supplemental  requests  received  in  the  fourth  quarter  last  year 
were  about  $3  million.  Should  the  amount  of  the  supplemental  for  the  fourth 
quarter  of  1959  be  in  approximately  this  same  amount,  we  would  use  the  special 
language  authority  contained  in  our  annual  appropriation  bill  to  draw  on  1960 
funds  to  make  up  the  deficit. 

Attached  to  this  opening  statement  is  a summary  table  showing  the  quarterly 
grants  requirements  and  funds  available. 

GRANTS  TO  STATES  FOR  PUBLIC  ASSISTANCE,  FISCAL  YEAR  1959 

The  summary  presented  below  provides  information  on  estimated  require- 
ments in  relation  to  the  regular  appropriation  and  House  allowance  for  sup- 
plemental. 
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Actual  grants  requirements,  1st  3 quarters : 

1st  quarter $449,  568, 487 

2d  quarter 499,830,378 

3d  quarter 500,104,916 

$1,449,503,781 

State  estimates  for  4th  quarter  grants 506,  656,  219 


Total  State  requests  thus  far  in  fiscal  year 1,  956, 160, 000 

Total  appropriation  based  on  House  allowance : 

Regular  1959  appropriation $1,  806,  400,  000 

House  allowance  for  supplemental 151,  560,  000 

1,  957,  960,  000 


Excess  at  present  time,  excluding  any  provision  for  State 
supplemental  requests  that  may  be  forthcoming  during 
4th  quarter 1,  800,  000 


Obligations  by  activities 


Activity- 


State  expenditures: 

1.  Payments  to  recipients: 

(а)  Old-age  ass:stance 

(б)  Aid  to  dependent 

children 

(c)  Aid  to  the  blind  

(d)  Aid  to  the  perma- 

nently and  totally 
disabled 

Total 

2.  State  and  local  administra- 

tion: 

(а)  Old-age  assistance 

(б)  Aid  to  dependent 

children 

(c)  Aid  to  the  blind  

[d)  Aid  to  the  perma- 

nently and  totally 
disabled 

Total 

Total  for  all  programs 

Collections  and  adjustments  during 
year 

Total  obligations  against  ap- 
probation.  

Amount  obligated  in  prior  years  for 
grants  chargeable  to  appropriation 

for  current  year  . . 

Amount  obligated  in  current  year  for 
grants  chargeable  to  appropriation 
for  subsequent  year 

Total  obligations. 

Financing: 

Appropriation  available  from 

subsequent  year 

Appropriation  available  in  prior 
year. 

New  oblieational  authority 

New  obligational  authority: 
Appropriation 


Presently 

available 

Revised 

estimate 

Increase  (+) 
or  de 

crease  (— ) 

House  al- 
lowance 

House  al- 
lowance 
compared 
with  in- 
crease 
requested 

$1,009, 900,000 

$1, 094, 600, 000 

+$84, 700, 000 

$78, 973,  700 

— $5,  726, 300 

515, 400, 000 
42, 200, 000 

583, 400, 000 
45, 400, 000 

+68, 000, 000 
+3,  200, 000 

64, 403, 200 
2, 357, 400 

-3,  596, 800 
-842,  600- 

131,  400, 000 

143, 900, 000 

+12, 500, 000 

5, 825,  700 

-6, 674, 300' 

1, 698, 900, 000 

1,  867, 300, 000 

+168, 400, 000 

151,560,000 

-16, 840, 000 

56,  500, 000 

50, 300, 000 
3, 300, 000 

14,  900, 000 

56.500.000 

50. 300. 000 
3,  300, 000 

14,  900, 000 

125, 000, 000 

125, 000, 000 

1,  823,  900, 000 
-17,  500, 000 

1,992, 300,000 
-17,  500, 000 

+168,400, 000 

151,  560, 000 

-16,840, 000 

1, 806,  400, 000 
-423, 493,  296 
490, 000, 000 

1, 974, 800, 000 
-423, 493,  296 
490, 000, 000 

+168, 400, 000 

151,  560, 000 

-16, 840,000 

1, 872, 906,  704 

-490, 000, 000 
423, 493,  296 

2, 041, 306,  704 

-490, 000, 000 
423, 493,  296 

+168, 400, 000 

151,  560, 000 

-16,840,000 

1, 806, 400, 000 

1, 974, 800, 000 

+168, 400, 000 

151,  560, 000 

-16, 840, 000 

1, 806, 400, 000 

1, 974, 800, 000 

+168, 400, 000 

151,  560, 000 

-16, 840,000 
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EXPLANATION  OF  THE  EFFECT  OF  HOUSE  ACTION  BY  ACTIVITY 

The  need  for  the  supplemental  appropriation  arises  primarily  because,  subse- 
quent to  the  approval  of  the  regular  appropriation,  the  Congress  enacted  legis- 
lation that  amended  the  substantive  provisions  of  the  Social  Security  Act  gov- 
erning Federal  financial  participation  in  public  assistance  expenditures.  These 
amendments,  which  became  effective  on  October  1,  1958,  changed  the  formulas 
set  forth  in  the  Social  Security  Act  so  as  to  increase  the  percentage  of  total  ex- 
penditures to  be  met  from  Federal  funds  during  the  last  9 months  of  the  fiscal 
year. 

It  was  necessary  to  estimate  the  total  amount  of  Federal  funds  the  States 
would  claim  for  the  year  based  on  increases  in  the  Federal  share  due  to  en- 
actment of  the  social  security  amendments.  This  depended,  to  a large  degree, 
upon  the  dates  that  States  placed  into  effect  changes  in  assistance  standards 
and  payments  as  a result  of  these  amendments.  From  the  information  received 
from  the  States  thus  far,  it  now  appears  that  the  supplemental  estimate  was 
overstated. 

Grants  for  the  first  three  quarters  of  the  fiscal  year  totaled  slightly  over 
$1,449,500,000  and  requests  for  funds  for  the  fourth  quarter  approximate  $506,- 
660,000,  making  a total  of  $1,956,160,000.  The  regular  appropriation  plus  the 
House  allowance  of  $151,560,000  provides  $1,957,960,000  for  the  year.  Thus,  the 
total  appropriation,  based  on  the  House  allowance  is  $1,800,000  in  excess  of 
the  States’  requests  thus  far  for  the  year.  Usually,  however,  supplemental  re- 
quests are  received  each  quarter.  State  supplemental  requests  received  in  the 
fourth  quarter  last  year  were  about  $3  million.  Should  the  amount  of  the  sup- 
plementals  for  the  fourth  quarter  of  1959  be  in  approximately  this  same  amount, 
the  Bureau  would  use  the  special  language  authority  contained  in  the  annual  ap- 
propriation bill  to  draw  on  1960  funds  to  make  up  the  deficit. 

Actual  data  on  grants  requirements  of  the  States  for  the  fiscal  year  were  used 
as  a basis  for  distributing  the  cut  by  the  House  in  the  supplemental  request  by 
program. 

Obligations  by  object 


Object  classification 

11  Grants,  subsidies,  and  contributions  : 

Presently  available $1,  872,  906,  704 

Revised  estimate 2,  041,  306,  704 

Increase  ( + ) or  decrease  ( — ) +168,400,000 

House  allowance 151,  560,  000 

House  allowance  compared  with  increase  requested —16,  840,  000 


Grants  to  States  for  Maternal  and  Child  Welfare,  Children’s 

Bureau 

Senator  Hill.  We  had  a supplemental  estimate  in  the  amount  of 
$1,500,000  for  an  additional  amount  for  services  for  crippled  children. 

The  House  allowed  the  estimate  in  its  entirety,  and  we  will  print  for 
the  information  of  the  committee  and  of  the  Senate  the  justification  in 
support  of  the  estimate. 

(The  material  referred  to  follows :) 


Program  and  financing 


Presently 

available, 

1959 

Revised 

estimate, 

1959 

Increase 

Program  by  activities: 

1.  Maternal  and  child  health  service 

2.  Cripoled  children’s  services.  

3.  Child  welfare  services 

$16,  500, 000 

15. 000.  000 

12. 000,  000 

$16,  500, 000 
16, 500, 000 
12,  000,  000 

$1,  500, 000 

N ew  obligational  authority. . 

New  obligational  authority: 

Appropriation.  ..  . 

43,  500,  000 

45,  000, 000 

1,  500, 000 

43,  500, 000 

43,  500,  000 
1,  500, 000  ■ 

Supplemental  required  for  crippled  children’s  services  . . 
Appropriation  (adjusted).  

1, 500, 000 

43,  500, 000 

45, 000, 000 

1, 500, 000 
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Object  Glassification 

11  Grants,  subsidies,  and  contributions  : 


Presently  available,  1959 <j;43?  500  000 

Revised  estimate,  1959 ~ 45’  qoo|  000 

Increase 1,  50o,  000 


EXPLANATION  OF  LANGUAGE 

It  is  proposed  that  this  supplemental  appropriation  remain  available  until 
June  30,  1960,  to  insure  the  most  effective  utilization  of  the  funds  for  the  purpose 
for  which  they  are  earmarked. 

The  first  proviso  “Provided,  that  such  $1,500,000  shall  be  available  to  and 
expended  by  the  States  only  for  the  purpose  of  providing  necessary  services  to 
children  with  congenital  heart  disease is  to  insure  that  the  additional  funds 
are  used  only  for  the  care  of  children  with  congenital  heart  disease. 

The  second  proviso  “Provided  further,  that  the  allotments  made  to  the  States 
out  of  such  $1 ,500,000  shall  otherwise  be  deemed  part  of  their  allotments  under 
Title  V,  part  2,  section  512,  of  the  Social  Security  Act,  as  amended  {lf2  U.S.G., 
ch.  7,  subch.  F.)”  is  inserted  to  insure  that  State  expenditures  otherwise  avail- 
able for  matching  and  coming  within  the  definition  of  the  State  crippled  chil- 
dren’s plans  may  be  used  to  match  Federal  funds  made  available  by  this 
supplemental.  Eligible  matching  funds,  therefore,  would  not  be  limited  to  State 
expenditures  for  congenital  heart  services. 

JUSTIFICATION  FOR  1959  SUPPLEMENTAL  REQUEST 

The  legal  authority  under  which  the  Children’s  Bureau  serves  the  children 
of  the  United  States  is  contained  in  the  basic  act  of  April  9,  1912,  creating  the 
Bureau  (42  U.S.C.,  ch.  6)  and  in  title  V of  the  Social  Security  Act  under  dele- 
gations by  the  Secretary  of  the  Department  of  Health,  Education,  and  Welfare 
and  the  Commissioner  of  Social  Security  (42  U.S.C.,  ch.  7,  subch.  V). 

Under  title  V of  the  Social  Security  Act  the  Bureau  administers  grants  to 
States  for  three  programs:  Part  1,  maternal  and  child  health  services;  part  2, 
crippled  children’s  services ; part  3,  child  welfare  services.  For  these  programs 
the  Bureau  develops  policies,  reviews  and  approves  State  plans  and  budgets 
and  provides  technical  assistance  to  State  agencies  in  carrying  out  their  plans. 

The  grants  to  the  States  for  services  for  crippled  children  are  for  the  pur- 
pose of  “enabling  each  State  to  extend  and  improve  * * * services  for  locating 
crippled  children,  and  for  providing  medical,  surgical,  corrective,  and  other 
services  and  care,  and  facilities  for  diagnosis,  hospitalization,  and  aftercare 
for  children  who  are  crippled  or  who  are  suffering  from  conditions  which  lead 
to  crippling  * * 

The  appropriation  for  grants  to  States  for  services  for  crippled  children 
for  the  current  fiscal  year  is  $15  million. 

The  Social  Security  Amendments  of  1958,  enacted  August  28,  1958,  increased 
the  annual  authorization  for  grants  for  crippled  children’s  services  from  $15 
million  to  $20  million,  thereby  making  possible  an  increase  in  the  appropriation. 

A sunplemental  appropriation  is  requested  for  crippled  children’s  services 
for  1959  of  $1.5  million,  to  be  earmarked  for  services  for  children  with  congenital 
heart  disease.  To  insure  the  most  effective  utilization  it  is  proposed  that  the 
funds  appropriated  remain  available  until  June  30,  1960.  This  supplemental 
appropriation  is  proposed  to  meet  emergent  needs  in  the  crippled  children’s 
programs  of  the  States  in  relation  to  children  with  congenital  heart  disease. 

It  has  been  estimated  that  about  50,000  infants  are  born  each  year  with  some 
form  of  congenital  heart  disease.  In  testimony  before  the  House  Ways  and 
Means  Committee  concerning  the  1958  Amendments  to  the  Social  Security  Act, 
it  was  stated  that  it  is  now  possible  to  cure  80  percent  of  these  children  by 
surgery.  If  not  treated,  many  congenital  malformations  of  the  heart  are 
fatal.  The  number  of  children  with  congenital  heart  disease  receiving  medical 
services  under  the  State  crippled  children’s  programs  has  increased  sharnly 
since  1950,  from  2,000  in  that  year  to  8,000  in  1956  and  10,000  in  1957.  The 
number  of  children  seeking  care  is  increasing  in  response  to  the  development  of 
new  operations,  particularly  open-heart  surgery,  for  types  of  congenital  heart 
disease  hitherto  considered  inoperable.  The  cost  of  care  is  high,  averaging 
about  $2,500  for  children  receiving  open-heart  surgery. 
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The  development  of  an  operation  for  so-called  blue  babies  a little  over  10 
years  ago  made  possible  for  the  first  time  successful  treatment  of  one  type  of 
congenital  heart  disease.  This  was  followed  by  additional  new  surgical  pro- 
cedures, the  latest  being  the  open  heart  surgery  technique.  This  most  recent 
and  dramatic  procedure  has  resulted  in  rapidly  increasing  applications  for 
the  care  of  children  with  types  of  congenital  heart  disease  not  hitherto  operable. 
Since  not  all  States  have  the  specially  trained  physicians  and  equipped  hospitals 
to  do  this  work,  the  Children’s  Bureau  has  made  available  special  project  grants- 
to  five  States  to  pay  for  the  care  of  out-of-State  children  in  special  cardiac 
centers. 

In  addition  to  regular  allotments  of  funds  for  this  fiscal  year,  $330,000  is 
provided  for  use  in  five  regional  heart  centers  for  children  from  any  State  who 
for  one  reason  or  another  cannot  get  care  in  their  own  State.  These  usually 
are  the  most  complicated  cases.  These  centers  are  located  in  California,  Illi- 
nois, Maryland,  Minnesota,  and  Texas. 

. The  five  regional  heart  centers  have  exhausted  all  of  the  funds  made  avail- 
able for  1959  because  of  the  large  number  of  cases  admitted  for  care  to  date. 
No  new  cases  can  be  accepted  during  the  remainder  of  the  year.  If  a supple- 
mental appropriation  of  $1.5  million  becomes  available,  25  percent  or  $375,000“ 
would  be  allotted  for  special  project  grants  to  the  five  States  having  regional 
heart  centers.  The  remainder  would  be  distributed  to  the  States  in  accordance 
with  established  procedures  to  purchase  care  for  children  with  congenital  heart 
disease  at  facilities  within  their  own  State  and  from  the  regional  heart  centers. 
At  least  13  States  (other  than  those  with  regional  centers)  have  hospitals  which 
are  now  doing  open-heart  surgery,  and  the  number  is  increasing.  We  are  now 
in  a period  of  the  most  rapid  growth  in  requests  for  these  services  as  knowledge 
about  these  operations  becomes  more  widespread.  Without  additional  funds  the 
backlog  of  cases  will  continue  to  grow  rapidly  and  for  some  of  the  children 
delay  may  be  fatal. 

Tentative  apportionment  of  funds  included  in  supplemental  request 


State 

Total 

Fund 
A i 

Fund 
B  1  2 

Alabama 

$31, 245 

$15,  704 

$15.  541 

Alaska 

3, 253 

753 

2,  500 

Arizona  

7, 901 

5, 401 

2,  500 

Arkansas 

17, 176 

8,  541 

8,635 

California 

59,  835 

55, 142 

4,  693 

Colorado..  

9,  720 

7,  220 

2,  500 

Connecticut 

11,  401 

8,  901 

2,  500 

Delaware 

4, 285 

1,  785 

2,  500 

District  of  Columbia.. . 

5,  339 

2,  839 

2,500 

Florida 

23,  833 

16,  028 

7,805 

Georgia 

35,  589 

18,  415 

17, 174 

Hawaii 

5,  235 

2,  735 

2,  500 

Idaho 

5,  606 

3, 106 

2.  500 

Illinois 

43, 043 

38,  604 

4,  439 

Indiana 

28,  599 

19,  713 

8,  886 

Iowa 

19,  578 

12,064 

7,514 

Kansas  . 

13, 193 

9, 132 

4,061 

Kentucky 

29,  339 

14,  464 

14,  875 

Louisiana 

26,  508 

15, 113 

11,  395 

Maine 

6,591 

4,  091 

2,  500 

Maryland 

14,  773 

12,  273 

2,  500 

Massachusetts 

21,  680 

19, 180 

2,500 

Michigan 

43,  857 

34,  432 

9,  425 

Minnesota 

23,  238 

14,  742 

8,  496 

Mississippi 

25, 220 

11,  357 

13,  863 

Missouri 

25,  433 

17,  268 

8, 165 

Montana 

5,  560 

3,  060 

2,  500 

Nebraska 

8,  665 

6,165 

2,  500 

Nevada 

3,  613 

1, 113 

2,  500 

New  Hampshire 

4,829 

2,  329 

2,500 

State 

Total 

Fund 
A i 

Fund 
B 2 

New  Jersey 

$24, 

079 

$21, 

579 

$2, 

500 

New  Mexico  . 

6, 

916 

4, 

416 

2, 

500 

New  York.  

64, 

004 

61, 

504 

2, 

500 

North  Carolina 

46, 

694 

21, 

927 

24, 

767 

North  Dakota 

5, 

664 

3, 

164 

2, 

500 

Ohio 

52, 

215 

39, 

357 

12, 

858 

Oklahoma 

15, 

952 

9, 

932 

6, 

020 

Oregon.  

10, 

021 

7, 

521 

2, 

500 

Pennsylvania 

63, 

307 

45, 

036 

18. 

271 

Pue”to  Rico.  

29, 

469 

14, 

023 

15, 

446 

Rhode  Island 

5, 

768 

3, 

268 

2, 

500 

South  Carolina 

25, 

473 

12, 

412 

13, 

061 

South  Dakota  . _ .. 

5, 

768 

3, 

268 

2, 

500 

Tennessee.  

31, 

360 

16, 

121 

15, 

239 

Texas  

68, 

037 

42, 

185 

25, 

852 

Utah  

6, 

881 

4, 

381 

2, 

500 

Vermont 

4, 

157 

1, 

657 

2, 

500 

Virgin  Islands  

2, 

639 

139 

2, 

500 

Virginia  

30, 

268 

17, 

060 

13, 

208 

Washington  

14, 

538 

11, 

578 

2, 

960 

West  Virginia.  

18, 

295 

9, 

526 

8, 

769 

Wisconsin.  

25, 

375 

16, 

793 

8, 

582 

Wyoming 

3, 

983 

1, 

483 

2, 

500 

Total  exclusive  of  re- 
serve fund  B 

Reserve  fund  B. 

1, 125,  000 
375,  000 

750,  000 

375,000 

375,000 

Total 

1,  500,  000 

750,  000 

750,000 

1 The  distribution  of  fund  A (grants  under  sec.  512(a)  of  title  V of  the  Social  Security  Act)  is  proportional 
to  the  number  of  children  under  age  21.  Fund  A must  be  matched  by  the  States. 

2 One-half  of  the  fund  B (grants  under  sec.  512(b)  of  title  V of  the  Social  Security  Act)  will  be  reserved: 
for  special  project  grants  to  the  5 States  having  regional  heart  centers.  The  remainder  will  be  distributed 
in  proportion  to  the  initial  fund  B apportionment  for  1959  with  no  State  receiving  less  than  $2,500. 
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Salaries  and  Expenses,  Office  of  Field  Administration 

Senator  I Till.  We  had  a supplemental  estimate  for  “Salaries  and 
expenses,  Office  of  Field  Administration”  in  the  amount  of  $360,000, 
of  which  $161,000  was  to  be  derived  by  transfer  from  the  OASI  trust 
fund,  and  the  balance,  $190,000  as  a direct  appropriation. 

The  House  allowed  the  $199,000  in  direct  appropriation  and  $151,- 
200  to  be  derived  by  transfer  from  the  OASI  trust  fund.  All  funds 
sought  for  the  increased  pay  costs  were  allowed. 

The  Secretary  of  the  Department  has  advised  the  committee  that 
no  appeal  is  being  made  for  restoration  of  the  House  cut.  The  ma- 
terial submitted  in  support  of  the  request  will  be  inserted  in  the  hear- 
ings at  this  point. 

(The  material  referred  to  follows :) 


Obligations  by  activity 


Activity 

Presently 

available 

Revised 

estimate 

Supplemental 

increase 

requested 

House 

allowance 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

1.  Field  administration. 

295 

$1,845,159 
1, 297,  500 
219, 250 

-262,000 

323 

$1, 943, 159 
1, 297,  500 
219, 250 

28 

$98, 000 

28 

$88, 200 

2.  Grant-in-aid  audits 

152 

152 

3.  State  merit  systems..  ...... 

26 

26 

Supplemental  required  for  pay  in- 
crease  

262, 000 

262. 000 

Total  operating  costs 

473 

3, 099, 909 
-21,909 

501 

3, 459, 909 
-21,909 

28 

360, 000 

28 

350, 200 

Relation  of  costs  to  obligations: 
Costs  financed  from  obligations  of 
other  years,  net.  . 

Total  program  (obligations) 

3, 078, 000 

3,  438, 000 

360, 000 

350, 200 

BUDGET  JUSTIFICATION 


The  $360,000  increase  is  for  the  following  purposes  : 

1.  Pay  increases  for  existing  staff $262,  000 

2.  28  business-management  clerks  to  process  increased  workload  due  to 

OASI  amendments 98,  000 


Total 360,  000 


General 

Ninety-eight  thousand  dollars  is  requested  to  be  transferred  from  the  Federal 
old-age  and  survivors  insurance  fund  to  provide  28  additional  clerical  positions 
(17  man-years)  to  service  the  increased  staff  being  added  by  the  Bureau  of  Old- 
Age  and  Survivors  Insurance  to  handle  new  workloads  resulting  from  the  1958 
amendments  to  the  Social  Security  Act. 

As  a result  of  these  amendments  OASI  will  hire  some  2,060  additional  em- 
ployees. This  represents  an  increase  of  approximately  17  percent  in  the  number 
of  OASI  employees  to  be  serviced  by  the  management  sections  of  the  regional 
office.  In  addition,  the  payroll  units  will  have  an  added  workload  increase  due 
to  the  anticipated  1,660,000  hours  of  overtime  requested  for  employees  located 
in  approximately  585  district  offices  serviced  by  the  regional  offices.  Special 
payrolls  for  this  overtime  must  be  prepared. 

This  request  is  necessary  to  provide  management  services  to  support  the  efforts 
of  OASI  in  meeting  the  increased  claims  load  and  other  essential  activities 
resulting  from  the  amendments.  Management  staffs  of  the  regional  offices  must 
be  expanded  in  order  to  maintain  recruitment  schedules,  meet  normal  payroll 
deadlines,  keep  the  examination  of  vouchers  on  a reasonably  current  basis  and 
provide  other  essential  services. 
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This  new  staff  consists  of  16  (8  at  GS-5  and  8 at  GS-4)  personnel  clerks,  8 
(GS-5)  payroll  clerks  and  4 (GS-4)  voucher  examiners.  The  increase  is  based 
on  a ratio  of  1 personnel  clerk  to  130  persons  served,  and  1 payroll  clerk  for 
every  265  persons  served.  This  compares  favorably  with  the  last  suggested 
Bureau  of  Budget  standards  of  110  to  1 and  250  to  1,  respectively.  The  request 
for  voucher  examiners  is  based  on  an  estimate  of  an  additional  1,000  travelers, 
or  12,000  additional  travel  vouchers  annually  to  be  processed.  It  is  estimated 
that  each  voucher  examiner  can  process  approximately  3,000  travel  vouchers 
each  year  which  requires  four  additional  clerks.  General  services  activities 
such  as  messenger  service,  mail  distribution,  duplicating,  etc.,  will  also  be  af- 
fected in  each  regional  office.  However,  this  will  be  absorbed. 

A deficiency  apportionment  of  funds  was  approved  by  the  Bureau  of  the 
Budget  in  October  on  the  basis  of  40-percent  lapse. 

The  net  cost  of  these  positions  is  as  follows  : 


Personal  services $65,  875 

Retirement 4,  275 

Other  miscellaneous  costs 9,  850 


Total 80,  000 


Processing  OASI  overtime  rolls  for  approximately  1,660,000  hours,  or  817  man- 
years  will  require  an  additional  $18,000  for  overtime  payments  to  payroll  per- 
sonnel. These  rolls  cannot  be  processed  during  normal  working  hours.  This 
type  of  roll  requires  more  work  than  normal  payrolls. 

Major  factors  involved  in  the  increased  workload  are : 

Payroll  Section 

(1)  The  continuing  function  of  payrolling  the  additional  employees. 

(2)  The  processing  of  heavy  overtime  payrolls  this  fiscal  year  involves  prep- 
aration of  separate  payrolls  which  consume  more  time  and  handling  than  a 
regular  payroll  since  each  employee’s  overtime  payment  requires  a separate 
computation,  complete  entry  on  pay  card  and  a notification  to  the  employee. 

(3)  Regular  end  of  calendar  year  operations,  such  as — 

(а)  Preparation  of  new  pay  cards. 

(б)  Balancing  of  old  pay  cards. 

(c)  Preparation  and  balancing  of  W-2’s  for  all  employees. 

( d ) Filing  old  pay  cards,  annual  audit  of  leave  records,  and  notification 
of  leave  balances,  preparation  of  summaries  for  various  taxing  authorities, 
posting  retirement  records,  preparation  of  annual  summaries,  etc. 

Personnel  Section 

Mass  recruitment  of  more  than  2,000  employees  results  in  an  unusually  large 
employment  problem.  Each  appointment  necessitates — 

(1)  Contact  with  the  Civil  Service  Commission  for  register  of  eligibles. 

(2)  Contacts  with  eligibles  (many  times  more  than  the  number  re- 
cruited), references  and  former  employers  of  available  eligibles. 

(3)  Processing  of  all  personnel  papers,  journals,  notification  to  new  em- 
ployees, establishing  new  service  record  cards,  etc. 

In  addition  there  is  the  continuing  responsibility  such  as — 

( 1 ) Employee  relations  and  services. 

( 2 ) Recordkeeping  and  reporting. 

(2)  Recruitment  for  replacements,  which  becomes  an  increasing  problem 
as  the  size  of  the  staff  increases. 

Voucher  examination 

The  processing  of  an  estimated  12,000  additional  travel  vouchers  will  require 
continuing  functions  such  as — 

(1)  Complete  examination  for  payment  purposes  which  in  case  of  OASI 
travelers  requires  additional  time  due  to  use  of  privately  owned  conveyances. 

(2)  Additional  scheduling  time  for  purpose  of  disbursement. 

(3)  Processing  travel  advances  and  related  recordkeeping. 

(4)  Maintaining  files  of  travel  vouchers  and  schedules. 

(5)  Additional  contacts  with  travelers  on  suspensions  and  reclaim 
vouchers. 

EFFECT  OF  HOUSE  ACTION 

The  House  allowance  is  a reduction  of  $9,800  from  the  estimate  and  is  di- 
rected at  the  increased  request  of  $98,000  to  provide  management  services  to 
support  the  efforts  of  OASI  in  processing  the  increased  claims  load  and  other 
essential  activities  resulting  from  the  1958  amendments. 
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An  evaluation  of  present  requirements  for  all  activities  covered  by  this  appro- 
priation indicates  that  the  amount  of  reduction  can  be  effected  between  now  and 
ih<*  end  of  the  year  without  seriously  affecting  program  responsibilities  by  de- 
ferring the  lilling  of  job  vacancies  and  by  economies  in  the  purchase  of  such  items 
as  supplies. 

Salaries  and  Expenses,  Office  of  General  Counsel 

Senator  Hill.  We  had  a supplemental  estimate  in  the  amount  of 
$112,000,  of  which  $53,000  was  to  be  transferred  from  the  OASI  trust 
fund  and  $2,000  from  fees  collected  from  food  and  drug  certification 

services. 

The  House  allowed  $108,800  and  the  Department  is  not  appealing 
for  restoration  of  the  cut.  We  will  place  in  our  hearings  the  justifica- 
tions for  the  funds  sought  and  comment  on  the  effect  of  the  House 
action. 

(The  material  referred  to  follows :) 


Activity  schedule 


Activity 

Presently 

available 

Revised 

estimate 

Supplemental 

increase 

requested 

House 

allowance 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

1.  Supervisory  and  general  legal 
services  _ 

25 

11 

29 

25 

13 

33 

$232, 120 

87, 091 
213, 107 
156, 889 
99, 835 
271,011 

-80, 000 

25 

11 

32 
29 
13 

33 

$235, 445 

87, 091 
227,  682 
170, 989 
99,  835 
271,  Oil 

$3, 325 

$3, 325 

2.  Department  program  services: 
(a)  Public  Health  _ 

(6)  Food  and  Drug.  ..  ... 

(c)  OASI 

(d)  Welfare  and  Education 

3.  Regional  and  field.  

3 

4 

14, 575 
14, 100 

3 

4 

12, 975 
12, 500 

Supplemental  required  for  pay 
increase 

80, 000 

80,000 

Total  operating  costs  

Costs  financed  from  obligations  of 
other  years  (net) 

136 

980, 053 
-53 

143 

1,092, 053 
-53 

7 

112, 000 

7 

108,800 

Total  program  obligations 

980, 000 

1, 092, 000 

112, 000 

108,800 

BUDGET  JUSTIFICATION 

The  $112,000  increase  is  for  the  following  purposes  : 

1.  Pay  increases  for  existing  staff $80,  000 

2.  Two  attorneys  and  one  secretary  for  Food  and  Drug  due  to  food 

additive  amendment 16, 000 

3.  Three  attorneys  and  one  secretary  for  OASI  due  to  public  law  85-840-  16,  000 

General 

Sixteen  thousand  dollars  is  requested  as  a result  of  enactment  of  Public  Law 
85-929,  the  food  additive  amendment  to  establish  the  interpretive  and  operative 
regulations  and  to  hold  administrative  hearings  in  the  event  of  disagreement 
between  Government  and  industry. 

Sixteen  thousand  dollars  is  requested  as  a result  of  enactment  of  Public  Law 
85-840  for  drafting  of  new  regulations,  preparation,  review  and  referral  to  U.S. 
attorneys  for  criminal  prosecutions  of  the  provisions  of  the  Social  Security  Act 
made  punishable  under  section  310  (Social  Security  Act  Amendments  of  1958). 

A deficiency  apportionment  of  funds  was  approved  by  the  Bureau  of  the  Budget 
in  October  1958  on  the  basis  of  a 40  percent  lapse. 
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1.  Food  and  Drug. — An  increase  of  $16,000  is  requested  as  follows: 

Personal  services  (3  positions) $13,685 

Retirement 890 

Communications,  supplies  and  equipment  included  in  activity  “Super- 
visory and  general  legal  services” 1,  425 

Total 16,  000 


Public  Law  85-929,  the  Food  Additives  Amendment  of  1958  requires  two  addi- 
tional attorneys  and  one  secretary  for  : 

(3)  Developing  the  comprehensive,  interpretive  and  procedural  regulations 
to  place  the  law  into  operation.  The  first  draft  of  these  regulations  was  com- 
pleted in  early  November,  and  the  draft  was  circulated  among  interested  mem- 
bers of  the  industry  beginning  November  24.  The  tentative  rules  were  published 
in  the  Federal  Register  on  December  9,  1958. 

There  have  been  many  meetings  with  representatives  of  the  industry  to  discuss 
both  the  scope  and  content  of  these  regulations.  After  all  comments  are  received 
the  regulations  must  be  carefully  reviewed,  and  acceptable  modifications  and  im- 
provements will  be  incorporated. 

These  regulations  include  (a)  basic  definitions  and  interpretations  to  elucidate 
the  meaning  of  the  law,  and  lists  of  substances  that  are  exempt  from  the  law ; ( 5) 
a statement  of  general  principles  to  be  followed  in  evaluating  the  scientific  data 
and  in  putting  it  to  practical  use  in  assuring  the  safety  of  food  additives  in  man’s 
diet;  (c)  explanation  of  the  interrelationship  of  the  new  law  to  existing  respon- 
sibilities under  the  new  drug,  food  standards  and  pesticide  chemicals  provisions 
of  existing  law;  (d)  a comprehensive  statement  of  what  data  is  to  be  included 
in  a food  additive  petition  as  well  as  the  administrative  steps  that  will  be  taken  in 
acting  upon  it;  and  ( e ) a code  of  administrative  procedure  for  the  conduct 
of  public  hearings,  if  they  should  be  required.  This  has  involved  giving  advice 
and  consulting  with  the  Food  and  Drug  Administration  from  the  time  of  enact- 
ment of  the  law. 

(2)  Issuing  notices  and  orders  permitting  the  use  of  new  food  additives.  Since 
this  amendment  for  the  first  time  requires  that  every  additive  to  food,  of  which 
there  are  a great  many,  must  be  sanctioned  either  under  the  general  recognition  of 
its  safety,  or  by  a precise  regulation  which  specifically  permits  its  use  and  limits 
the  conditions  of  its  use,  the  new  law  will  touch  the  operations  of  the  chemical 
industry,  and  the  packaging  industry,  as  well  as  the  food  industry  itself.  Peti- 
tions for  food  additive  regulations  may  be  initiated  by  any  one  of  a great 
many  interested  persons  in  these  three  industries — estimated  to  run  into  the 
thousands  of  potential  petitioners — and  when  a petition  is  filed,  the  procedures 
described  in  the  regulations  must  be  followed.  The  attorneys  are  required  to 
assist  the  Food  and  Drug  Administration  in  the  publication  of  notices  of  filing 
petitions,  in  the  publication  of  orders  acting  upon  the  petitions,  and  in  the  con- 
duct of  hearings  and  other  administrative  proceedings  in  the  even  of  disputes 
between  the  Food  and  Drug  Administration  and  the  proponents  of  the  additives. 
This  involves  not  only  the  preparation  for  and  the  conduct  of  administrative 
hearings  at  the  Department  level,  but  also  the  defense  of  the  Department’s  actions 
whenever  they  are  challenged  in  the  U.S.  courts  of  appeals  on  judicial  review. 

(3)  Enforcing  the  new  food  additive  regulations.  Heretofore,  enforcement 
against  added  poisonous  and  added  deleterious  substances  has  been  relatively 
simple  because  there  was  a strict  ban  against  such  substances,  as  such.  The  new 
law  requires  the  promulgation  and  enforcementof  regulations  which  will  permit 
safe  amounts  of  even  toxic  substances,  where  they  serve  some  purpose  in  food 
technology.  This  imposes  a heavy  new  responsibility  in  developing  techniques  for 
the  promulgation  of  tolerance  regulations  which  can  be  soundly  supported  if 
challenged  on  judicial  review  and  which  can  be  enforced  through  seizure,  injunc- 
tion and  criminal  actions  if  their  limitations  are  not  met  in  food  processing.  This 
is  an  entirely  new  approach  to  chemicals  in  foods,  and  its  successful  operation  is 
vital  to  the  public  health. 

This  request  for  only  two  additional  attorneys  and  one  secretary  is  based 
upon  the  belief  that  in  the  beginning  the  number  of  controversial  petitions  will 
be  small,  and  that  most  areas  of  disagreement  between  the  scientists  of  the 
Food  and  Drug  Administration  and  those  in  industry  will  be  worked  out  through 
informal  procedures  rather  than  through  formal  hearings,  but  attorneys  will 
Ue  required  to  back  up  the  scientific  decisions. 
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2.  OASI. — An  increase  of  $16,000  is  requested  as  follows : 

Personal  services  (4  positions) $13,  230 

Retirement 

Communications,  supplies,  and  equipment  included  in  activity  “Super- 
visory and  general  legal  services” 900 

Total 16,  000 

The  1 958  amendments  to  the  Social  Security  Act  will  require  three  additional 
attorneys  and  011c  secretary  amounting  to  $16,000  for : 

(1)  Drafting  of  new  regulations  and  the  revision  of  existing  regulations  for 
publication  in  the  Federal  Register  and  the  review  of  adjudicative  instructions 
to  reflect — 

(«)  Revision  of  insured  status  requirements  for  eligibility  for  disability 
benefits ; 

(b)  Establishment  of  new  benefit  categories  for  dependents  of  disabled 
individuals; 

(o)  Amendment  of  suspension  of  benefit  provisions  in  the  case  of  dis- 
abled individuals  and  their  dependents  for  failure  to  accept  rehabilitation 
services ; 

(d)  Substantive  changes  in  entitlement  to  dependents  and  survivors 
monthly  benefits  and  in  entitlement  to  lump-sum  death  payment; 

(e)  Revision  of  work  clause  provisions,  changing  method  of  assessing 
work  deductions  and  the  amount  of  monthly  earnings  for  which  such  de- 
ductions can  be  imposed  ; and 

(/)  Changes  in  the  coverage  provisions  of  the  act  relating  to  extension  of 
its  protection  to  additional  agricultural  workers  and  employees  of  non- 
profit organizations ; and  to  citizens  of  the  United  States  who  served  during 
World  War  II  in  the  armed  forces  of  allied  countries. 

(2)  The  furnishing  of  legal  advice  to  the  Bureau  and  Appeals  Council  on 
claims  involving  items  1(a)  through  1(/)  above. 

(3)  The  preparation,  review,  and  referral  to  the  several  U.S.  attorneys  through- 
out the  United  States  for  criminal  prosecution  of  violations  of  the  provisions  of 
the  act  made  punishable  by  section  310  of  the  Social  Security  Amendments  of 
1958,  which  were  not  heretofore  so  punishable  or  punishment  for  which  was 
doubtful. 

(4)  The  negotiation  and  drafting  of  modifications  to  State  agreements  cover- 
ing State  and  local  government  employees  under  title  II  of  the  act  to  include 
additional  State  and  local  government  employees  in  positions  covered  by  State 
and  local  government  retirement  systems  who  are  made  eligible  for  title  II 
coverage  by  the  1958  amendments ; the  furnishing  of  legal  advice  as  to  the  con- 
ditions under  which  they  may  be  covered  and  the  effective  date  thereof ; the 
revision  of  regulations  No.  4 of  the  Department  to  reflect  these  changes ; and  the 
review  of  instructions  and  advice  thereon  prepared  by  Bureau  to  State  agencies 
administering  coverage  agreements  for  the  States. 

(5)  The  clearance  of  procedures,  instructions,  and  the  amendment  of  regula- 
tions to  reduce  the  processing  time  of  the  large  increase  in  applications  for  bene- 
fits occasioned  by  the  amendments  and  to  expedite  the  increase  in  requests  for 
hearings  on  disallowed  claims  before  referees  and  the  Appeals  Council. 

EFFECT  OF  HOUSE  ACTION 

The  House  allowance  is  a reduction  of  $3,200  from  the  request.  This  will  have 
no  real  impact,  however,  as  recruiting  difficulties  were  encountered  which  de- 
layed the  filling  of  some  of  the  new  positions  requested. 
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U.S.  Soldiers’  Home 

OPERATION  AND  MAINTENANCE 

STATEMENTS  OE  GEN.  WADE  H.  HAISLIP,  GOVERNOR,  U.S. 

SOLDIERS’  HOME;  RAYMOND  A.  GRITTON,  CHIEF,  BUDGET  DIVI- 
SION, U.S.  SOLDIERS’  HOME;  AND  STUART  H.  D.  FREED,  BUDGET 

ANALYST,  OFFICE,  COMPTROLLER  OF  THE  ARMY 

Restoration  Request 

Senator  Hill.  Our  next  item  is  the  U.S.  Soldiers’  Home.  We  had  a 
supplemental  estimate  for  $239,000,  to  be  derived  from  the  Soldiers’ 
Home  Trust  F und,  but  the  House  reduced  this  by  10  percent,  allowing 
$215,100,  and  the  home  is  appealing  for  restoration  of  the  cut. 

Now,  General,  the  Good  Book  says  that  the  first  shall  be  the  last  and 
the  last  shall  be  the  first. 

All  right,  General  Haislip,  we  are  happy  to  have  you  here  and  you 
may  proceed  as  you  wish. 

General  Haislip.  Mr.  Chairman,  the  home  performs  just  one  service 
and  that  is  it  is  charged  with  the  care  of  2,000  members  of  the  home 
qualified  for  membership  under  the  law.  The  number  of  employees 
we  have  bears  directly  to  the  number  of  members  we  have  and  we  have 
had  a steady  increase  ever  since  the  summer  of  1956  and  have  held  our 
employment  down  to  where  the  current  appropriation  does  not  carry 
any  increase  in  the  employees  whatever,  although  our  membership  has 
increased. 

Senator  Hill.  Although  your  membership  at  the  home  has  in- 
creased, the  number  of  veterans  you  have  taken  care  of,  you  have  no 
increase  in  the  number  of  employees  ? 

General  Haislip.  No,  sir,  but  in  the  1960  estimates  we  are  asking 
for  IT  additional  employees,  so  that  shows  that  we  are  really  in  trouble 
with  a shortage  of  employees. 

With  this  cut,  over  which  we  had  no  control  whatsoever,  to  pay  the 
wage  increases  authorized  by  the  Congress,  the  cut  of  $23,900,  may 
force  us  to  reduce  our  employment  to  a point  where  it  will  affect  ad- 
versely the  care  which  we  give  to  the  members  of  the  home.  I am 
asking  the  committee  to  please  restore  that  amount  from  our  trust 
funds.  It  does  not  come  from  the  general  funds  of  the  Treasury. 

Senator  Hill.  No,  it  does  not  come  out  of  the  Treasury.  This  is  due 
to  the  increase  of  salaries  over  which  you  had  no  control  ? 

General  Haislip.  That  is  right. 

Senator  Hill.  Although  your  membership  has  increased,  the  mem- 
bership of  your  veterans,  that  is,  you  have  not  increased  your  em- 
ployees in  these  last  several  years,  is  that  right  ? 

General  Haislip.  Yes. 

Senator  Hill.  All  right,  General,  you  are  always  welcome  here. 
Thank  you  very  much. 
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NATIONAL  MEDIATION  BOARD 

Arbitration  and  Emergency  Boards 

STATEMENTS  OF  FRANCIS  A.  O’NEILL,  JR.,  MEMBER;  EUGENE  C. 
THOMPSON,  EXECUTIVE  SECRETARY;  AND  THOMAS  A.  TRACY, 
ASSISTANT  EXECUTIVE  SECRETARY 


Program,  and  financing 


Presently 

available 

Revised 

estimate 

Increase 

Program  by  activities: 

1.  Voluntary  arbitration 

2.  Investigations  of  emergency  disputes.. 

Total  obligations 

$166, 000 
84, 000 

$216, 000 
134, 000 

$55, 000 
45, 000 

250, 000 

350, 000 

100, 000 

Financing:  Total  new  obligation  authority  consists  of— 

Appropriation.. 

250,  000 

250, 000 
100,  000 

Proposed  supplemental 

100, 000 

Appropriation  (adjusted) 

250, 000 

350, 000 

100, 000 

Object  classification 


Presently 

available 

Revised 

estimate 

Increase 

01  Personal  services: 

Positions  other  than  permanent 

02  Travel 

$198, 000 
35, 000 

4.500 
2,  000 
9,  000 

1.500 

$273, 000 
50, 000 
7,  500 
3,500 
14,  000 
2,  000 

$75, 000 
15,000 

3. 000 
1,500 

5.000 
500 

05  Rents  and  utility  services...  

06  Printing  and  reproduction .. 

07  Other  contractual  services.  . 

15  Taxes  and  assessments 

Total  obligations 

250,  000 

350,  000 

100, 000 

Supplemental  Request 

Senator  Hill.  The  committee  has  just  received  a supplemental 
estimate  for  an  additional  amount  of  $100,000  for  “ Arbitration  and 
emergency  boards,  National  Mediation  Board.” 

Mr.  O’Neill,  we  are  glad  to  have  you  here  to  testify  in  behalf  of 
this  request. 

Mr.  O’Neill.  Mr.  Chairman  and  members  of  the  committee,  our 
justification  is  not  very  long.  I will  go  over  the  high  spots  in  this 
justification  and  then  summarize  it,  if  I may. 

The  original  appropriation  provided  $250,000  for  expenses  nec- 
essary for  arbitration  boards  established  under  section  7 of  the  Rail- 
way Labor  Act,  as  amended  (45  U.S.C.  157),  and  emergency  boards 
appointed  by  the  President  pursuant  to  section  10  of  said  act  (45 
U.S.C.  160),  including  stenographic  reporting  services. 

The  arbitration  and  emergency  board  appropriation  used  to  defray 
the  expenses  of  arbitration  boards,  special  boards  of  adjustment,  and 
emergency  boards  in  the  railroad  and  airline  industries  cannot  be 
estimated  in  advance  with  finality  as  the  program  depends  upon  the 
needs  of  the  industries  served  and  the  development  of  labor  relations 
during  the  fiscal  year. 
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Present  projections  indicate  that  funds  available  for  this  activity 
in  fiscal  1959  will  be  exhausted  about  May  1, 1959. 

Through  the  first  8 months  of  fiscal  1959,  the  Board  has  obligated 
$193,284  for  expenditure  from  this  appropriation  as  follows: 


Payment 

Obligation 

Total 

01  Salaries - 

$133,  520 
19,  346 
5,  342 
2,110 
5,526 
1,440 

$21,  719 
3,  529 

$155, 239 
22, 875 
5,342 
2,110 
5, 876 
1,842 

02  Travel 

05  Reats  and  utility  service 

06  Printing  and  binding 

07  Other  contractual  services 

350 

402 

15  Taxes  and  assessments 

Total  

167,284 

26,  000 

193,284 

CREATION  OF  SPECIAL  BOARDS 

During  the  present  fiscal  year,  52  new  special  boards  of  adjust- 
ment have  been  created.  In  addition,  the  Board  has  been  advised  of 
10  additional  special  boards  which  will  be  submitted  for  approval 
shortly. 

I may  state  at  this  point,  Mr.  Chairman  and  members  of  the  com- 
mittee, that  that  is  the  crux  of  our  problem,  the  number  of  special 
boards  of  adjustment.  Usually  the  Congress  appropriates  $250,000 
a year  for  arbitration  boards,  special  boards  of  adjustment,  and  emer- 
gency boards.  This  year  we  have  found  that  the  special  boards  of 
adjustment  have  jumped  up  tremendously.  The  figure,  as  we  have 
set  forth  in  our  statement,  we  have  52  new  boards. 

TIME  LIMIT  ON  CLAIMS 

Senator  Hill.  To  what  do  you  attribute  this  large  increase  ? 

Mr.  O’Neill.  Well,  there  are  two  major  courses  in  the  railroad  in- 
dustry. The  organizations  and  the  railroads  agreed  upon  a rule, 
which  is  known  as  a time  limit  on  claims.  “Claims”  is  a synonym 
used  in  the  railroad  industry  for  a grievance.  The  result  is  if  a claim 
is  not  disposed  of  during  a certain  period,  it  is  either  a dead  claim  or 
they  must  take  it  someplace ; so  they  have  been  taking  them  to  the  Na- 
tional Railroad  Adjustment  Board  in  Chicago,  and  that  Board  has 
fallen  away  behind  in  its  work,  3 to  5 years  behind  in  almost  every 
division.  That  has  brought  about  a situation  which  we  are  charged 
with,  and  with  the  approval  of  Congress  we  have  set  up  special  boards 
of  adjustment  on  individual  railroads  to  dispose  of  these  grievances 
rather  than  to  have  them  sit  around  for  3 to  5 years. 

As  our  statement  says,  we  have  over  a hundred  of  them  in  existence 
right  now ; 52  of  them  are  active  and  the  expense  to  the  Government 
of  those  boards  amounts  to  compensation  for  a referee,  a neutral  per- 
son who  sits  on  the  board,  and  also  travel  and  subsistence;  but  in 
our  estimate  for  the  1959  appropriations  we  will  owe,  as  we  said, 
$250,000.  They  have  increased,  so  we  need  an  additional  $50,000  to 
keep  these  boards  in  operation.  If  we  do  not  succeed  in  convincing 
the  gentlemen  here  that  that  is  necessary,  they  will  have  to  suspend 
operations  at  the  end  of  April  or  the  first  part  of  May. 

The  other  $50,000,  making  up  the  total  of  $100,000,  would  be  neces- 
sary for  use  in  the  event  of  an  emergency  developing  which  would 
necessitate  the  creation  of  a Presidential  factfinding  board.  We  pres- 
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ently  have  about  five  disputes  which  are,  I might  use  the  phrase,  totter- 
ing at  the  stage  which  we  may  have  to  certify  them  to  the  President* 
In  that  event,  he  will  set  up  an  emergency  board  and  the  compensation 
of  (he  members  of  those  boards  would  come  out  of  this  fund. 

Senator  Hill.  Then  if  the  President  does  not  have  to  set  up  any 
of  these  boards,  if  none  of  these  boards  are  set  up  by  the  President, 
that  $50,000  would  not  be  expended  ? 

Mr.  O'Neill.  That  is  correct.  It  would  be  returned  to  the  Treas- 
ury. There  is  no  way  of  using  it  for  any  other  purpose.  It  is  a con- 
tingent fund. 

Senator  Hill.  And  would  be  dependent  entirely  upon  his  setting  up 
of  the  board  or  boards? 

Mr.  O'Netll.  That  is  correct. 

As  to  the  first  $50,000,  we  find  that  would  be  necessary. 

Senator  Hill.  As  I understand  it,  the  first  $50,000  you  find  neces- 
sary to  carry  on  operations  the  Board  has  already  set  up;  is  that 
correct  ? 

Mr.  O’Neill.  That  is  correct. 

EFFECT  OF  DISALLOWANCE  OF  FUNDS 

Senator  Hill.  If  you  could  not  have  this  first  $50,000  on  April  30 
you  then  would  have  to  terminate  some  of  these  boards  before  they 
have  finished  the  work  they  were  set  up  to  do;  is  that  right? 

Mr.  O’Neill.  That  is  correct.  To  be  equitable  about  it,  we  would 
have  to  suspend  all  of  them.  You  could  not  say  that  just  one  rail- 
road would  have  its  operations  continue  and  the  next  railroad  would 
not. 

Senator  Hill.  I understand.  That  would  not  be  equitable,  would 
it  ? 

Mr.  O’Neill.  No;  you  could  not  say  to  Pennsylvania  that  they 
can  continue  their  board  but  the  New  York  Central  cannot  continue 
its  board. 

Senator  Hill.  All  right,  are  there  any  questions  ? 

Thank  you  very  much,  Mr.  O’Neill. 

Salaries  and  Expenses,  National  Labor  Relations  Board 

Senator  Hill.  We  had  a supplemental  estimate  for  “Salaries  and 
expenses,  National  Labor  Relations  Board”  in  the  amount  of  $174,000 
for  the  increased  pay  costs. 

The  Chairman  of  the  Board  has  advised  the  committee  that  the 
House  cut  of  $17,400,  or  10  percent,  will  not  be  appealed  by  the  Board. 
His  letter  will  be  printed  below. 

(The  letter  referred  to  follows :) 

National  Labor  Relations  Board, 

Washington,  D.C.,  April  3, 1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Hayden  : The  House  of  Representatives  in  its  action  on  the 
Second  Supplemental  Appropriation  Act,  1959  (H.R.  5916),  recommended  an 
appropriation  of  $156,600  to  this  agency  to  cover  a portion  of  the  costs  of  last 
year’s  pay  legislation  (Public  Law  85-462).  This  action,  which  is  a reduction 
of  $17,400  below  the  President’s  estimate,  is  indicated  under  title  II,  page  42, 
lines  20  and  21. 
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The  effect  of  this  action  by  the  House  of  Representatives  has  been  carefully 
considered  and.  in  light  of  all  of  the  circumstances,  it  has  been  determined  that 
the  reduction  proposed  by  the  House  can  be  absorbed  without  any  serious  im- 
pairment of  the  agency’s  programs.  Although  this  constitutes  a 10  percent 
reduction  in  the  amount  recommended  by  the  President  for  this  agency,  the 
net  effect  against  the  total  estimated  requirements  for  fiscal  year  1959  is  only 
about  one-tenth  of  1 percent.  Administrative  actions  within  the  agency  which 
have  permitted  more  delay  in  the  current  recruitment  program  than  originally 
planned  make  this  absorption  possible.  It  does  not  appear,  however,  that  it  will 
have  any  effect  upon  the  planned  programs  for  the  next  fiscal  year. 

Accordingly,  restoration  of  the  House  reduction  is  not  requested. 

Sincerely  yours, 

Boyd  Leedom,  Chairman. 


Railroad  Retirement  Board  Limitation  on  Salaries  and  Expenses 

Senator  Hill.  T Ye  had  a supplemental  estimate  for  the  Railroad 
Retirement  Board  in  the  amount  of  $1,027,000.  to  be  derived  by  trans- 
fer from  the  railroad  retirement  trust  fund,  and  of  which  $662,000  was 
needed  to  meet  increased  pay  costs  and  $365,000  for  the  recent  amend- 
ments. 

The  House  cut  each  of  the  two  requests  by  10  percent,  allowing  a 
total  of  $924,300,  of  which  $595,800  is  for  increased  pay  costs  and 
$328,500  is  for  the  additional  workload  resulting  from  enactment  of 
the  1958  amendments  to  the  Social  Security  Act. 

The  Chairman  of  the  Board  has  advised  the  committee  that  no 
appeal  is  made  for  restoration  of  the  House  cut  and  his  letter  is  printed 
below. 

(The  letter  referred  to  follows:) 

Railroad  Retirement  Board, 

Chicago , III.,  April  7, 1959. 

Hon.  Carl  Hayden, 

Chairman.  Appropriations  Committee, 

U.8.  Senate,  Washington,  D.C. 

Dear  Senator  Hayden  : This  confirms  the  information  given  your  staff  re- 
garding the  reductions  made  by  the  House  in  the  Board’s  supplemental  appro- 
priations request. 

Expenses  for  disability  freeze  work  will  be  lower  than  originally  anticipated. 
We  find  that  less  of  this  work  will  be  handled  in  the  current  fiscal  year  than 
planned,  primarily  because  of  a shortage  of  qualified  disability  rating  examiners. 
This  means,  of  course,  that  a much  larger  portion  of  this  backlog  will  carry 
over  in  1900  and  contribute  to  a difficult  budget  situation  in  the  ensuing  year. 
In  view  of  the  foregoing,  the  Board  does  not  plan  on  asking  the  Senate  to 
restore  any  portion  of  the  reductions  made  by  the  House. 

Sincerely  yours, 

Howard  W.  Habermeyer,  Chairman. 

COMMITTEE  RECESS 

Chairman  Hayden.  This  committee  will  stand  adjourned  to  meet 
in  room  1224  in  the  New  Senate  Office  Building  tomorrow  at  10  o'clock. 

(Whereupon,  at  5 :35  p.m.,  Tuesday.  April  7,  1959,  the  hearing 
was  recessed  until  10  a.ru.,  Wednesday,  April  8,  1959.) 
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WEDNESDAY,  APRIL  8,  1959 

U.S.  Senate, 

Committee  on  Appropriations, 

W ashington,  D.C . 

The  committee  met  at  10  a.m.,  pursuant  to  recess,  in  room  1224,  New 
Senate  Office  Building,  Hon.  Carl  Hayden  (chairman)  presiding. 

Present:  Chairman  Hayden,  Senators  Chavez,  Ellender,  Pastore, 
Bible,  Saltonstall,  Smith,  Dworshak,  and  Allott. 

DEPARTMENT  OF  THE  ARMY 
Army  National  Guard 

STATEMENTS  OF  HON.  CHARLES  C.  FINTJCANE,  ASSISTANT  SECRE- 
TARY OF  DEFENSE  (MANPOWER,  PERSONNEL,  AND  RESERVE) ; 
COL.  R.  C.  DICKENS,  CHIEF,  RESERVE  AFFAIRS  POLICY,  OFFICE 
OF  THE  ASSISTANT  SECRETARY  OF  DEFENSE  (MANPOWER,  PER- 
SONNEL, AND  RESERVE);  COL.  G.  G.  ISENHOWER,  MANPOWER 
PROGRAM  COORDINATOR,  OFFICE  OF  THE  ASSISTANT  SECRETARY 
OF  DEFENSE  (MANPOWER,  PERSONNEL,  AND  RESERVE) ; MAJ. 
GEN.  R.  S.  MOORE,  SPECIAL  ASSISTANT  TO  THE  ASSISTANT  SECRE- 
TARY OF  DEFENSE  (COMPTROLLER) ; HON.  WILBER  M.  BRUCKER, 
THE  SECRETARY  OF  THE  ARMY;  HON.  HUGH  M.  MILTON  II, 
UNDER  SECRETARY  OF  THE  ARMY;  MAJ.  GEN.  D.  W.  McGOWAN, 
CHIEF,  ARMY  DIVISION,  NATIONAL  GUARD  BUREAU;  AND  MAJ. 
GEN.  D.  W.  TRAUB,  DIRECTOR  OF  ARMY  BUDGET 

Statement  by  the  Subcommittee  Chairman 

Chairman  Hayden.  The  committee  will  come  to  order. 

We  are  here  this  morning  to  consider  appeals  of  the  Department 
of  Defense,  the  Army,  and  the  other  services.  I think  under  the  cir- 
cumstances that  Senator  Chavez,  who  is  chairman  of  the  Defense 
Subcommittee  should  be  in  charge  of  the  hearing.  Senator  Chavez. 
Senator  Chavez  (presiding).  Thank  you,  Mr.  Chairman. 

Mr.  Secretary  and  gentlemen,  of  the  Defense  Department: 

We  are  happy  to  have  with  us  today  the  Assistant  Secretary  of 
Defense,  Mr.  Finucane,  the  Secretary  of  the  Army,  Mr.  Brucker,  and 
General  McGowan,  of  the  Army  National  Guard  Bureau. 

It  is  my  understanding  that  you  are  prepared  to  speak  on  the 
deficiency  which  has  resulted  in  the  Army  National  Guard  program. 
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Members  of  the  committee  will  recall  that  last  year,  in  Public  Law 
85-724,  the  Congress  provided  sufficient  funds  to  maintain  the 
National  Guard  at  an  average  strength  of  400,000  during  the  current 
fiscal  year,  and  indicated  in  the  law  that  that  strength  level  should 
be  maintained. 

On  March  1G,  the  Secretary  of  Defense  wrote  informing  the  com- 
mittee that  a deficiency  totaling  $13.2  million  existed  in  this  account, 
and  that  adjustments  would  be  necessary  to  stay  within  the  appropria- 
tion. The  adjustments,  he  stated,  involved  either  some  reduction  in 
maintenance  and  support  expense,  a reduction  in  the  number  of  paid 
drills,  a reduction  in  strength,  or  some  combination  of  these.  Each 
member  of  the  committee  received  this  letter. 

In  reply,  I pointed  out  that  a reduction  in  strength  below  the 
400  000  wouhl  be  contrary  to  law.  Acting  Secretary  Quarles  answered 
my  letter,  stating  that  the  plan  of  action  recommended  by  the  Depart- 
ment of  the  Army  does  not  include  reducing  personnel  strength,  and 
that  Secretary  Finucane  and  Secretary  Brucker  were  available  to 
discuss  the  matter  with  the  committee. 

On  March  30  the  Department  issued  a press  release  indicating  that 
funds  have  been  released  to  provide  for  an  increase  of  11.000  guards- 
men, to  raise  the  strength  of  the  guard  to  that  prescribed  by  law. 

The  items  referred  to  will  be  made  a part  of  the  record  at  the 
conclusion  of  my  remarks. 

Meanwhile,  although  no  estimate  was  received  from  the  Bureau  of 
the  Budget,  the  House  has  recommended  a supplemental  appropria- 
tion of  $10.3  million  of  the  $13.2  million  deficiency.  I hope  that  Secre- 
tary Finucane,  Secretary  Brucker,  and  General  McGowan  will  include 
in  their  testimony  the  effect,  if  any,  of  the  difference  between  the  stated 
defieiency  and  the  amount  provided  by  the  House. 

(The  material  referred  to  follows :) 

The  Secretary  of  Defense, 
Washington , March  16,  1959. 

Hon.  Carl  Hayden, 

Chairman . Committee  on  Appropriations, 

U.S.  Senate. 

Dear  Mr.  Chairman  : The  Department  of  the  Army  has  found  that  due  to  un- 
foreseen financial  requirements  and  after  full  utilization  of  the  available  funds, 
certain  adjustments  will  be  required  in  the  planned  Army  National  Guard  pro- 
gram for  fiscal  year  1959. 

As  you  know,  the  President  originally  recommended  to  the  Congress  an  Army 
National  Guard  program  and  budget  to  attain  a yearend  strength  of  800  000  for 
fiscal  year  1959.  However,  the  Congress  (title  III,  Public  Law  85-724),  pre- 
scribed “that  the  Army  National  Guard  shall  he  maintained  at  an  average 
strength  of  not  less  than  400.000  for  fiscal  year  1959.”  In  view  of  this  con- 
gressional action,  the  administration  revised  its  plan  to  achieve  400.000  paid 
status,  and  the  Department  of  Defense,  within  the  funds  made  available  to  it, 
has  sought  by  every  practical  meaans  to  achieve  and  maintain  the  prescribed 
strength  objectives. 

Last  fall  it  appeared  that  the  $842.1  million  appropriated  bv  the  Congress 
was  sufficient  to  cover  the  objectives  of  the  program,  including  $5.1  million  for 
the  nay  increases  of  civilian  employees  of  the  National  Guard  as  authorized  by 
PubUc  Law  02-408.  The  absorption  of  the  authorized  civilian  pay  increase 
apoeared  possible  at  the  time  for  the  reason,  among  other,  that  the  full  number 
of  0-month  trainees  included  in  the  original  plan  would  not  he  required.  How- 
ever, since  then  unforeseen  financial  requirements  have  developed,  as  follows: 

(a)  Pay  of  Army  National  Guard  military  personnel  has  increased  because 
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of  a higher  pay  grade  structure  caused  partly  by  improved  reenlistments  for  an 
amount  of  $S.l  million. 

(6)  Attendance  at  paid  drills  increased  2.5  percent  creating  an  additional 
cost  of  $2.4  million. 

(c)  The  Army  National  Guard  air  defense  program  was  accelerated  in  con- 
junction with  the  total  air  defense  program,  with  increased  costs  of  $1.6  million. 

(d)  Restatement  of  the  requirement  for  6-month  trainees,  $1.1  million. 

The  above  requirements,  totaling  $13.2  million,  must  now  be  taken  care  of 
within  the  total  of  $342.1  million,  and  as  a result  certain  adjustments  in  the 
program  will  be  necessary  to  stay  within  the  amount  appropriated.  These  ad- 
justments involve  either  some  reduction  in  maintenance  and  support  expense, 
a reduction  in  the  number  of  paid  drills,  a reduction  in  strength,  or  some  com- 
bination of  these.  We  are  studying  this  problem  on  an  urgent  basis  with  the 
Department  of  the  Army  and  the  National  Guard  Bureau  to  achieve  an  optimum 
program  within  available  funds. 

Since  there  are  only  a few  months  remaining  in  this  fiscal  year  it  will,  of 
course,  be  necessary  for  the  Department  of  the  Army  to  take  prompt  action. 
Ilowever,  before  any  action  is  taken  we  would  like  to  put  before  you  and  any 
interested  members  of  your  committee  the  full  details  of  the  optimum  plan 
to  meet  this  situation  which  we  expect  to  have  completed  and  ready  to  discuss 
with  you  within  the  next  few  days.  Secretary  Brucker  and  Assistant  Secretary 
of  Defense  Finuc-ane  are  available  to  furnish  your  committee  with  this  informa- 
tion. 


Sincerely, 


Neil  McEleoy. 


Maech  IT,  1959. 

Hon.  Neil  H.  McEleoy. 

Secretary  of  Defense,  Washington,  D.C. 


My  Deae  Me.  Seceetaby  : Receipt  is  acknowledged  of  your  letter  of  March  16, 
1959,  relative  to  deficiencies  amounting  to  $13.2  million  in  the  ‘'Army  National 
Guard”  appropriation  for  1959. 

I note  that  among  the  adjustments  contemplated  in  the  program  in  order  to 
stay  within  the  appropriation  is  the  suggestion  of  a reduction  in  strength.  You 
will  recall  that  Public  Law  85-724  placed  a floor  of  400.000  under  the  average 
strength  of  the  Army  National  Guard  for  fiscal  year  1959.  Any  deviation  from 
that  would,  of  course,  be  in  contravention  of  the  law. 

Since  a major  portion  of  this  deficiency  has  been  caused  by  a higher  pay  grade 
structure  passed  on  the  recommendation  of  the  Department  of  Defense.  I am 
surprised  that  a budget  estimate  has  not  been  submitted  for  the  deficiency  in  the 
current  supplemental  appropriation  bill. 

I intend  to  call  a meeting  of  the  committee  in  the  very  near  future  to  discuss 
the  matter  with  representatives  of  the  Department  of  the  Army. 

Yours  very  sincerely, 


Cael  Hayden,  Chairman. 


The  Secret aey  of  Defense, 
Washington , March  26, 1959. 

Hon.  Gael  Hayden. 

Chairman,  Committee  on  Appropriations.  TJ.S.  Senate. 

Deae  Me.  Chairman  : Thank  you  for  your  letter  of  March  17.  1959.  concerning 
the  financial  difficulties  of  the  Army  National  Guard  in  fiscal  year  1959.  I note 
"that  you  intend  to  call  a meeting  of  your  committee  in  the  very  near  future  to 
discuss  this  matter  and  I want  to  assure  you  of  our  cooperation  in  furnishing 
your  committee  with  any  information  you  may  desire  concerning  our  plans  to 
avoid  a deficiency  in  the  Army  National  Guard  in  fiscal  year  1959. 

My  letter  to  you  mentioned  the  possibility  of  reducing  the  personnel  strength 
of  the  Army  National  Guard  as  one  of  the  three  alternative  adjustments  in  the 
program  that  could  be  taken  in  order  to  stay  within  the  funds  appropriated. 
However,  the  plan  of  actions  recommended  by  the  Department  of  the  Army  does 
not  include  reducing  the  personnel  strength.  Secretary  Brucker  and  Assistant 
Secretary  of  Defense  Finueane  will  be  available  to  discuss  this  plan  with  you  and 
your  committee,  if  you  desire. 

Sincerely  yours, 


Donald  A.  Qtjaeles,  Acting. 
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Department  of  Defense, 

Office  of  Public  Information, 
Washington,  D.G.,  March  SO,  1959 

National  Guard  Enlistment  Quotas  Increased  During  Next  3-Month  Period 

An  increase  of  11,000  in  the  number  of  young  men  without  prior  service  who 
may  be  enlisted  in  the  National  Guard  during  the  next  3 months  was  announced 
today  by  the  Department  of  the  Army.  * 

Of  this  number,  8,100  can  be  accommodated  in  the  6 months  active-duty-train- 
ing program  in  the  3 months  ending  June  30. 

Additional  funds  for  this  purpose  were  released  by  the  Department  of  Defense 
in  order  to  raise  the  strength  of  the  Army  National  Guard  to  that  prescribed 
in  the  Department  of  Defense  Appropriations  Act  of  fiscal  year  1959. 

Although  the  procurement  of  enlisted  men  for  the  Army  National  Guard  is  a 
responsibility  of  States,  the  Active  Army  Establishment  will  give  whatever  assist- 
ance the  adjutant  general  of  each  State  may  request. 

The  National  Guard  Bureau  reported,  however,  that  many  Army  National 
Guard  units  have  waiting  lists  of  qualified  applicants  who  can  now  be  enlisted 
under  the  increased  quotas. 

(Revised  State  quotas  for  6-month-active-duty  training  of  National  Guardsmen 
for  each  of  the  3 months  are  available  at  the  Army  News  Branch,  Room  2E761, 
Pentagon. ) 

OBLIGATION  AND  REQUIREMENT  SCHEDULE 

Senator  Chavez.  At  this  point  in  the  record  I shall  insert  the  obliga- 
tion and  requirement  schedule  of  the  Army  National  Guard. 

(The  tabulation  referred  to  follows :) 

Army  National  Guard  Appropriation 
Obligation  and  requirement  schedule 


[Dollars  in  thousands] 


Program  and  description 

Obligations 
Jan.  31, 
1959 
(actual) 

Obligations 
Mar.  31, 
1959 

(estimated) 

Obligations 
June  30, 
1959 

(estimated) 

Additional 

Require- 

ments 

Revised 

funding 

require- 

ments 

7000  Military  personnel  costs 

Annual  active  duty  for  training 

P/A 

Pay  during  drills..  . _ 

6-month  Federal  status  program. 
Others 

$122, 424 

$150, 000 

$207, 454 

$11,  600 

$219, 054 

27.  483 
58.  078 
23,  656 
13,  207 

27, 900 
74,  900 

31. 100 

16. 100 

i 38, 741 
3 95,  789 
3 46  040 
26,  884 

2 900 
* 9,  600 
8 1,  100 

39,  641 
105, 389 
47.140 
26,  884 

7100  Command  and  management 

7200  Training 

997 
980 
2,  277 
8, 177 

59,  035 
5,  459 

1,  200 

1,  250 

2.  900 
10,  000 

76,  200 
7, 200 

1,560 
2,519 
6,  400 
14,  050 

102,  310 
7 8,600 

1.  560 

2,  519 
6.  400 

14, 050 

102,310 
10, 200 

7300  Materiel  _ 

7400  Supplies  and  repair  parts ... 

7500  Services  including  equipment  main- 
tenance) ...  

7600  Antiaircraft  defense 

Total  obligations  (includes  reim- 
bursement)   

Appropriation 

8 1, 600 

199,  349 

248,  750 

342,  893 
342,  093 

13,  200 
13,  200 

356,  093 
355,  293 

1 Limits  participation  in  annual  active  duty  for  training  in  4th  quarter  (within  end  strength  of  400,000). 

2 Provides  for  the  revised  rate  of  pay  based  upon  obligations  reported  for  training  consummated  in  the  1st 
half  of  fiscal  1959. 

3 Limits  participation  to  44  armory  drills,  a reduction  of  4 drills  below  the  48  programed. 

* Provides  for  48  armory  drills. 

* Limits  the  6-month  training  input  to  52,100  trainees  and  necessitates  deferment  of  an  additional  2,900  to 
fiscal  year  1960  to  meet  the  end  strength  of  400,000. 

6 Provides  for  a 55,000  trainee  input. 

i Limits  acceleration  of  NIKE  program  and  will  support  but  1,650  man-years  of  an  1,816  program. 

8 Provides  for  the  revised  technician  structure  and  program  changes  approved  by  the  Department  of 
the  Army. 
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Financial  Requirements 

Senator  Chavez.  Now  we  will  be  glad  to  hear  your  statements,  and 
I understand  Secretary  Finucane  will  be  the  first  witness. 

Mr.  Finucane.  Mr.  Chairman  and  members  of  the  committee,  the 
Secretary  of  Defense  reported  to  the  chairman  of  this  committee  by 
letter  on  March  16,  1959,  that  financial  requirements  not  foreseen  last 
fall  had  developed  in  the  fiscal  year  1959  Army  National  Guard 
program. 

This  letter  stated  that  $13.2  million  was  required  in  addition  to  the 
funds  appropriated  for  the  Army  National  Guard  for  fiscal  year 
1959,  to  carry  out  the  program  as  planned  earlier  in  the  year. 

The  Army  has  prepared  an  emergency  plan  to  cope  with  these  finan- 
cial problems.  This  plan  proposes  the  cancellation  of  four  drills,  the 
deferment  of  entry  into  training  of  some  6-month  trainees  until  fiscal 
year  1960,  and  the  deferment  of  certain  logistical  support.  The  paid 
strength  of  the  National  Guard,  however,  would  not  be  changed  by 
this  plan,  and  would  total  400,000  on  June  30,  1959,  as  programed. 

H.R.  5916,  now  before  the  committee,  provides  a $10.3  million  sup- 
plemental appropriation  for  the  fiscal  year  1959  Army  National 
Guard  program.  This  supplemental  will  finance  the  drilling  program 
in  full,  and  the  entry  into  training  in  fiscal  year  1959  of  the  fi-month 
trainees  originally  programed. 

Under  this  bill,  however,  the  Army  would  still  be  required  to  reduce 
logistical  support  for  the  National  Guard  by  $2.9  million. 

Secretary  Brucker,  who  is  with  me  today,  now  has  a brief  state- 
ment for  the  committee,  after  which  we  will  be  happy  to  answer  any 
questions  which  you  may  direct  to  us. 

Senator  Chavez.  Very  well,  we  will  be  glad  to  hear  from  Secretary 
Brucker. 

Army  National  Guard  Requirements 

Secretary  Brucker.  Mr.  Chairman  and  members  of  the  committee, 
it  is  indeed  a pleasure  to  be  invited  to  appear  before  the  Senate  Ap- 
propriations Committee  on  any  occasion,  but  particularly  on  this 
matter  of  the  National  Guard  which  is  very  near  to  the  heart  of  the 
armed  services. 

On  March  19,  1959,  I appeared  before  the  House  Appropriations 
Committee  for  a discussion  of  problems  which  had  developed  in  con- 
nection with  the  fiscal  year  1959  financing  of  the  Army  National 
Guard.  In  response  to  questions  by  the  House  committee,  it  was 
brought  out  that  the  Army  has  an  Army  National  Guard  fiscal  year 
1959  requirement  for  an  additional  $13.2  million  to  maintain  the 
strength,  paid  drills,  6 months’  training  program,  and  the  air  defense 
programs.  I itemized  these  requirements  as  follows  for  the  House 
Appropriations  Committee : 

{a)  The  average  pay  for  Army  National  Guard  military  personnel 
has  increased  because  of  longevity  and  a higher  pay  grade  structure 
resulting  from  improved  reenlistments,  in  the  amount  of  $8.1  million. 

( b ) Attendance  at  paid  drills  increased  2.5  percent,  creating  an  ad- 
ditional cost  of  $2.4  million.  While  this,  of  course,  is  a very  interest- 
ing and  desirable  development,  we  could  not  foresee  that  there  would 
be  better  attendance  at  our  drills.  We  are  happy  to  have  it.  As  a 
matter  of  fact,  we  should  want  to  pay  for  things  of  that  kind. 
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(r?)  The  Army  National  Guard  air  defense  program  was  accelerated 
in  con  junction  with  the  total  air  defense  program,  with  increased  costs 
of  $1.0  million.  In  other  words,  the  Army  National  Guard  has  taken 
over  responsibility  for  more  of  the  total  air  defense  program  of 
N I K E-AJ  AX  and  NIKE-HERCULES  sites  and  is  preparing  to  take 
more.  It  is  a very  interesting  development  and  we  are  very  pleased 
that  this  is  being  done,  but  it  has  increased  the  cost  by  $1.6  million. 

(<7)  Reinstatement  of  the  requirement  for  55,000  6-month  trainees 
in  the  amount  of  $1.1  million.  As  to  that,  we  are  very  anxious  to 
receive  these  6-month  trainees  because  they  constitute  the  new  blood 
of  the  Army  National  Guard  that  we  must  have.  They  receive  the 
load  of  those  who  have  already  served  and  put  in  their  time  and 
broaden  the  training  base  of  the  National  Guard. 

NATIONAL  DEFENSE  ASPECT 

Chairman  Hayden.  I take  it  that  all  of  these  four  items  you  men- 
tioned are  highly  advantageous,  from  the  standpoint  of  national  de- 
fense? We  get  our  money’s  worth,  in  other  words? 

Secretary  Brucker.  It  is  very  much  in  the  interest  of  national 
defense  and  each  item  I mentioned  bears  directly  upon  it. 

It  is  noted  that  H.R.  5916,  as  passed  by  the  House,  provides  $10.3 
million  for  implementation  of  the  $13.2  requirement,  I enumerated 
above.  In  other  words,  the  House  struck  out  from  the  basic  require- 
ment $2.9  million,  which  is  for  logistical  support. 

The  House  committee  report  No.  238  provides : 

If  there  are  any  reductions  they  should  be  made  in  maintenance  and  support 
expenses  and  under  no  circumstances  should  there  be  any  reduction  in  paid 
drills  and  the  6-month  trainee  program. 

The  only  difference  between  what  is  required  and  what  the  House 
provided  for  is  $2.9  million.  That  $2.9  million  is  what  I am  talking 
about  and  if  we  cannot  justify  it,  we  ought  not  get  it.  If  we  can 
justify  it,  we  should  receive  the  total  amount  of  $13.2  million  for 
the  National  Guard. 

Senator  Chavez.  Mr.  Secretary,  at  that  point  I will  call  your  atten- 
tion to  the  first  paragraph  of  your  statement : 

In  response  to  questions  by  that  committee,  it  was  brought  out  that  the 
Army  has  an  Army  National  Guard  fiscal  year  1959  requirement  for  an  addi- 
tional $13.2  million  to  maintain  the  strength,  paid  drills,  6-month  training 
program  and  an  air  defense  program. 

That  was  brought  out  by  the  House  ? 

Secretary  Brucker.  That  is  right. 

Senator  Chavez.  What  do  you  think  of  the  conclusion  of  the 
House  ? 

EFFECT  OF  HOUSE  ACTION 

Secretary  Brucker.  It  is  not  seemly  for  me  to  comment  on  action 
by  the  House.  I may,  however,  say  this : If  the  amount  in  H.R. 
5916  prevails  and  the  $2.9  million  is  not  put  back  in,  there  will  be 
a rather  serious  deferment  of  logistical  support.  We  will  not  have 
the  logistical  support  for  equipment  that  has  already  been  issued. 
It  is  a package,  Mr.  Chairman  and  members  of  the  committee.  Not 
that  we  say  that  it  is  either  the  full  amount  or  nothing,  it  is,  however, 
a package  which  we  have  developed  and  worked  out  together  with 
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the  Department  of  Defense  and  Mr.  Finucane  here.  There  is  no 
difference  between  any  of  us  on  it  and  certainly  the  National  Guard 
concurs.  If  we  cannot  justify  it  here  today,  I say  again,  we  should 
not  get  it.  If  we  do  justify  it,  then  it  should  be  considered  as  a 
complete  package  without  deferment  of  logistical  support  and  mainte- 
nance. We  are  trying  to  keep  the  National  Guard  at  a high  status  of 
training  and  at  the  right  strength  figure.  It  seems  to  me  that  I would 
be  wrong  if  I did  not  stress  to  this  committee  my  own  fundamental 
personal  belief  that  we  ought  to  have  the  required  funds. 

Senator  Chavez.  In  order  to  better  acquaint  the  committee  with 
your  knowledge  of  National  Guard  matters,  outside  of  your  present 
official  capacity,  you  have  been  in  the  National  Guard,  have  you  not? 

Secretary  Brucker.  I was.  I went  to  the  Mexican  Border  with  the 
National  Guard  in  1916.  I served  with  the  National  Guard  and  I also 
had,  as  Governor  of  my  State,  the  National  Guard,  so  I know  some- 
thing about  the  guard. 

I have  a very  strong  feeling  about  the  capability  of  the  guard  at 
this  moment.  If  anything  should  happen,  in  any  crisis  that  we  may 
have,  there  are  divisions  of  the  National  Guard  that  are  in  such  a 
state  of  readiness  that  they  could  move  right  out  in  back  of  the  active 
forces,  within  a matter  of  days.  That  is  how  well  trained  they  are, 
and  they  ought  to  be  kept  that  way. 

Senator  Chavez.  Thank  you,  Mr.  Secretary.  Are  there  any  ques.- 
tions  ? 

LETTER  FROM  MAJOR  GENERAL  WILSON 

Senator  Hayden.  I have  received  a letter  from  Maj.  Gen.  J.  C.  Wil- 
son, the  adjutant  general  of  the  Arizona  National  Guard,  pointing  up 
the  need  for  a deficiency  appropriation  for  the  Army  National  Guard. 
I should  like  a portion  of  General  Wilson's  letter  to  be  included  in  the 
record  at  this  point. 

(The  information  referred  to  follows :) 

For  the  fiscal  year  1959  these  problems  exist : 

1.  The  appropriation  called  for  an  Army  National  Guard  of  400,000  and  in- 
cluded funds  for  55,000  6-month  trainees.  The  Department  of  Defense,  up  until 
the  last  of  February,  had  only  released  enough  funds  for  44,000  6-month  trainees. 

2.  Federal  appropriations  for  fiscal  year  1959  to  support  the  Army  National 
Guard  were  not  sufficient  to  provide  for  the  costs  of  military  and  civilian  pay 
increases  authorized  by  Congress,  and  as  a result  there  are  shortages  in  other 
areas  pf  the  program.  A deficiency  appropriation  is  necessary  to  prevent  a 
reduction  in  the  6-month  trainee  program  or  in  the  number  of  unit  training 
assemblies  for  the  balance  of  this  fiscal  year.  During  this  critical  period  of  re- 
organization of  the  Army  Guard,  any  reduction  in  trainee  input  or  training  as- 
semblies will  affect  the  state  of  readiness  of  the  Army  Guard  even  more  than 
under  normal  conditions. 

LOGISTIC  SUPPORT 

Senator  Saltonstall.  Mr.  Chairman,  let  me  ask  this  question: 

Mr.  Secretary,  as  I listened  to  your  statement,  I gathered  what  you 
say  is  that  if  we  keep  out  this  $2.9  million  with  regard  to  the  logistic 
support,  as  required  by  the  House,  we  would  have  to  put  it  back  again 
in  the  1960  budget  ? 

Secretary  Brucker.  Yes,  sir. 

Senator  Saltonstall.  Because  it  is  material  that  already  has  been 
distributed  and  what  you  are  trying  to  do  is  to  make  that  material  use- 
ful to  the  National  Guard ; is  that  right  ? 
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Secretary  Brucker.  That  is  precisely  so.  We  want  to  make  it  use- 
ful right  away.  We  do  not  want  to  have  to  defer  it  for  another  6 
months  or  a year.  We  want  to  get  it  in  their  hands  for  training. 

Senator  Chavez.  From  a dollar-and-cents  standpoint,  what  differ- 
ence would  it  make  if  you  put  it  here  or  in  the  1960  appropriation? 

Secretary  Brucker.  From  a dollar-and-cents  standpoint,  very  little, 
but  the  standpoint,  as  you  pointed  out,  is  the  mission  and  purpose  that 
this  committee  is  interested  in.  It  would  defer  it  for  a period  of  time 
that  is  serious,  in  my  opinion. 

Senator  Chavez.  Senator  Saltonstall,  do  you  have  any  further 
questions  ? 

restoration  requested 

Senator  Saltonstall.  The  only  other  question  is  this:  Is  this  the 
only  item  in  the  Army  that  you  are  requesting  ? 

Secretary  Brucker.  This  is  the  only  item  on  which  any  question 
has  arisen.  The  House  cut  it  down,  as  I say,  $2.9  million.  I am  not 
in  a position  where  I want  to  say  other  than  I feel  that  if  we  defer 
this,  it  is  going  to  be  serious  enough  so  that  it  will  cause  difficulties  in 
the  National  Guard  readiness  posture.  Now,  it  is  going  to  be  paid 
for  eventually,  anyway,  in  1960  or  1961.  If  we  have  it  now,  however, 
we  can  do  the  planning,  have  the  weapons  in  the  hands  of  the  troops, 
and  get  the  vehicles  and  materials  and  other  things  that  are  involved 
in  this  $2.9  million.  We  will  save  a great  deal  of  time  on  it. 

Senator  Saltonstall.  So  that  the  other  cuts  made  by  the  House 
you  accept  ? 

Secretary  Brucker.  No,  sir;  there  were  no  cuts.  As  a matter  of 
fact,  they  wanted  to  restore  $10.3  million. 

Senator  Saltonstall.  No ; I mean  the  other  items  of  the  Army? 

Secretary  Brucker.  You  mean  the  other  Army  items  that  are  com- 
ing? I beg  your  pardon,  Senator.  I didn’t  realize  what  you  meant. 

Senator  Saltonstall.  I thought  you  were  speaking  to  the  whole 
bill. 

Secretary  Brucker.  No;  I am  talking  just  to  this  National  Guard 
part  of  it. 

Senator  Saltonstall.  Thank  you. 

Secretary  Brucker.  My  interest  in  this  part  is  so  strong  that  I came 
over  here  to  be  your  witness  for  this  business.  I really  feel  very 
strongly  about  it.  I regret  that  prior  travel  schedule  will  not  permit 
me  to  present  to  you  the  complete  bill.  However,  Secretary  Milton  is 
here  and  is  prepared  to  defend  the  remaining  items. 

Senator  Chavez.  Senator  Smith. 

Senator  Smith.  No  questions. 

Senator  Chavez.  Do  you  have  any  questions,  Senator  Bible  ? 

Senator  Bible.  No  questions. 

Senator  Chavez.  Thank  you  very  much. 

NEED  FOR  DEFICIENCY  REQUEST 

Senator  Chavez.  At  this  point  in  the  record  I shall  insert  supple- 
mentary information  supplied  by  the  National  Guard  Bureau  at  the 
request  of  the  committee  indicating  the  requirements  for  additional 
funds  and  the  impact  of  deferring  the  $2,900,000  in  logistical  support. 

(The  inf  ormation  ref  erred  to  follows :) 
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Requirements  for  Additional  Funds 

The  requirements  for  additional  money  in  fiscal  year  1959  now  under  considera- 
tion by  this  committee  have  occurred  because  the  Army  National  Guard  has  im- 
proved in  those  very  areas  most  desired  by  the  Congress. 

(1)  Attendance  at  armory  drills  is  closer  to  100  percent  than  ever  before  in 
its  history.  During  this  fiscal  year,  the  national  average  drill  attendance  has  in- 
creased from  88  percent  to  90.6  percent. 

(2)  More  guardsmen  are  reenlisting  and  staying  in  the  guard  longer  through 
repeated  reenlistments.  The  reenlistment  rate  is  76  percent  this  fiscal  year, 
compared  to  72.5  percent  last  fiscal  year,  annually  50,000 — fiscal  1959,  70,000. 

(3)  More  guardsmen  are  becoming  qualified  and  are  being  promoted  to  higher 
grades  to  fill  authorized  vacancies.  In  part,  since  6 months  input  has  hitherto 
been  restricted,  privates  are  down  by  25  percent,  but  corporals  have  gone  up 
17  percent.  However,  the  grades  above  corporal  show  a slight  decline  over  last 
July. 

(4)  The  National  Guard  Nike  air  defense  program  has  been  accelerated  along 
with  the  rest  of  the  Army  Nike  air  defense  system.  Two  Nike-Hercules  bat- 
talions were  added  in  fiscal  year  1959  for  Hawaii,  and  the  training  for  con- 
tinental air  defense  units  was  accelerated  so  they  can  take  over  missile  sites 
from  3 to  6 months  earlier. 

Therefore,  our  dollar  deficiencies  in  fact  testify  to  the  success  of  the  Army 
National  Guard  program,  though  that  success  regrettably  produces  the  neces- 
sity for  a supplemental  appropriation  in  fiscal  year  1959. 

IMPACT  OF  DEFERRING  $2.9  MILLION  IN  LOGISTICAL  SUPPORT 

Since  funds  in  the  fiscal  year  1960  budget  request  are  insufficient  to  permit 
absorption  of  any  fiscal  1959  shortages,  any  deferment  to  fiscal  1960  will  of 
necessity  mean  deferrals  into  fiscal  year  1961,  or  until  such  time  as  the  Army  is 
permitted  to  request  additional  funds  for  the  National  Guard  to  recover  from 
any  delayed  logistical  support. 

To  reduce  logistical  support  by  $2.9  million  at  this  time  will  require — 

(1)  Deferring  the  purchase  of  repair  parts,  tool  sets,  and  test  sets  for  new 
equipment, 

(2)  Delay  the  redistribution  of  equipment  between  the  States,  and 

(3)  Shipments  from  depot,  to  support  minimum  training  requirements  of  the 
reorganized  Army  National  Guard, 

(4)  The  replacement  of  equipment  which  is  at  the  end  of  its  useful  life,  and 

(5)  Return  of  excess  equipment  as  a result  of  the  reorganization. 

Tool  sets,  repair  parts,  and  test  sets  are  required  to  maintain  that  new  equip- 
ment which  has  already  been  received  or  is  now  en  route.  For  example : 

107  M56  self-propelled  90  mm.  guns  600  M59  armored  personnel  carriers 
1,050  M48  medium  tanks  162  TD  18  and  TD  20  tractor-dozers 

All  new  equipment  is  immediately  put  in  the  hands  of  troop  units  for  their 
training  at  home  station  in  preparation  for  the  summer’s  annual  field  training, 
and  it  will  be,  of  course,  also  used  this  summer  in  annual  field  training  exercises. 
The  tool  sets,  repair  parts,  and  test  sets  are  essential  to  maintain  such  equip- 
ment and  to  keep  it  operational  for  training. 

In  addition,  the  reorganization  has  resulted  in  the  Army  National  Guard 
having  new  combat  and  service  support  units  added  to  its  troop  structure,  such 
as — 

Tactical  carrier  battalion,  a Transportation  Corps  boat  battalion,  various  types 
of  Army  aviation  units  inducting  new  supporting  maintenance  platoons  and  main- 
tenance companies,  a real  increase  in  the  number  of  signal  communications  and 
signal  construction  units  to  provide  the  more  extensive  communications  required 
on  the  atomic  battlefield.  All  of  these  units  require  repair  parts,  new  tools, 
and  test  sets  to  maintain  the  new  equipment  involved. 

We  have  had  to  shortchange  ourselves  logistically  in  the  field  of  equipment 
maintenance  increasingly  more  each  year  since  1955.  Our  records  show  that  the 
backlog  of  equipment  deadlined  for  lack  of  parts  each  spring,  when  its  avail- 
ability for  the  summer’s  field  training  is  critical,  has  built  up  annually  from  $93 
million  value  in  1955  to  the  current  deadlined  equipment  valued  at  $244  million, 
an  increase  in  this  backlog  of  250  percent. 
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I he  nationwide  reorganization  of  the  Army  National  Guard,  60  percent  of 
winch  is  already  underway,  has  produced  a requirement  for  lateral  distribution 
between  the  States  of  heavy  equipment  now  on  hand  for  the  training  of  the 
reorganized  and  converted  units,  and  for  new  equipment  from  Army  depots. 

We  must  pay  for  these  interstate  shipments,  and  we  must  also  pay  from 
National  Guard  funds  for  the  shipments  from  depots. 

For  example : 

I 

8-inch  howitzers , self-propelled 
To  New  Hampshire  from  West  Virginia. 

To  lexas,  Arkansas,  Georgia,  Tennessee,  and  New  Jersey  from  Kentucky  and 
from  Army  depot. 


8-inch  howtizers,  towed 

To  Massachusetts  and  Rhode  Island  from  New  Hampshire. 

To  the  19  other  infantry  divisions  from  depots:  New  York,  Pennsylvania, 
A irginia,  North  Carolina,  South  Carolina,  Mississippi,  Arkansas,  Texas<  Okla- 
homa, California,  Washington,  Minnesota,  Wisconsin,  Michigan,  Indiana,  Illinois, 
Ohio,  Kansas,  and  Iowa. 

Twin  1/0 -millimeter  self-propelled  guns 
To  Maine  from  New  Jersey. 

To  Virginia  from  Delaware. 

To  Oregon  from  California  and  Washington. 

To  Ohio  from  Colorado,  Wisconsin,  Kansas,  and  Indiana. 

From  depot  to  Massachusetts,  Alabama,  Georgia,  North  Carolina  and  South 
Carolina. 


Armored  personnel  carriers 
To  Mississippi  from  Tennessee. 

To  Maine  from  Army  depot. 

M-J/l  tanks 

To  Maine  from  New  Jersey. 

To  Arizona  from  depot. 

Ordnance  maintenance  equipment 
To  New  Mexico  from  Missouri. 

To  Nevada  from  Michigan. 

155  howitzers,  towed 

To  nondivisional  battalions  in  Idaho  and  Colorado  ; and 

To  21  infantry  divisions  in  Rhode  Island,  Connecticut,  Vermont,  New  Jersey, 
Pennsylvania,  Maryland,  Virginia,  North  Carolina,  South  Carolina,  Florida, 
Mississippi,  Alabama,  Arkansas,  Louisiana,  Oklahoma,  Texas,  Colorado,  Wash- 
ington, Oregon,  Minnesota,  Wisconsin,  Michigan,  Illinois,  Indiana,  Ohio,  New 
Jersey,  Massachusetts,  Georgia,  Tennessee,  Nebraska,  Iowa,  Kansas,  Missouri. 
From  depot. 

105  SP  hoiuitzers 

To  Florida  from  Georgia. 

To  Colorado  from  Kansas. 

New  31-1/8  tanks 

Tennessee  and  West  Virginia. 

REPLACEMENT  OF  EQUIPMENT 

As  stock-funded  equipment  reaches  its  life  expectancy  and  the  time  when  it 
is  no  longer  economically  repairable,  replacement  is  required  to  maintain  the 
equipment  readiness  of  the  Army  National  Guard.  For  example : 

The  maximum  safe  life  of  a parachute  is  7 years.  The  bulk  of  our  parachutes 
were  acquired  6 and  7 years  ago.  Some  have  reached  the  maximum  safe  age 
and  more  are  reaching  that  age  each  month.  To  defer  the  replacement  cycle 
would  necessitate  grounding  the  Army  National  Guard  aircraft  at  those  loca- 
tions until  replacement  parachutes  can  be  obtained.  Procurement  lead  time  is 
from  30  to  45  days. 
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RETURN  OF  EXCESSES  TO  DEPOT 

Excesses  of  equipment  generated  by  the  reorganization  and  not  required  in 
other  States  will  require  wasteful  storage  and  maintenance  until  funds  are  avail- 
able for  return  shipment  to  depots. 

Summary  of  Requests 

Senator  Chavez.  The  Department  of  the  Army  has  several  other 
items  which  we  will  now  hear.  These  are  “Military  personnel”  for 
fiscal  years  1956  and  1957  in  the  amounts  of  S7.100.000  and  S7.900.000 
respectively;  “Operation  and  maintenance”  in  which  a restoration  of 
$4,240,000  is  requested  and  two  title  II  pay-raise  items  for  which,  for 
“Research  and  development”  $910,000  restoration  is  requested,  and 
“Operation  and  maintenance,  Alaska  Communication  System,”  for 
which  $17,600  is  asked  to  be  restored. 

So  at  this  point  in  the  record  I shall  insert  restoration  requests 
submitted  by  the  Secretary  of  Defense  with  his  letter  of  April  4,  and 
tabular  submission  showing  program  and  financing  and  object  classi- 
fication for  the  above  items. 

(The  material  referred  to  follows :) 

The  Secretary  of  Defense, 

Washington,  April  4,  1959. 


Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations,  V.S.  Senate. 

Dear  Mr.  Chairman  : The  Department  of  Defense  has  reviewed  H.R.  5916 
as  passed  by  the  House  of  Representatives  on  March  24.  1959.  In  our  opinion, 
many  of  the  proposed  reductions  in  the  estimates  for  supplemental  appropria- 
tions for  fiscal  year  1959  would  make  it  necessary  for  us  to  take  actions  which 
would  adversely  affect  essential  programs  of  the  Department  of  Defense.  We 
urge,  therefore,  that  your  committee  give  consideration  to  the  requests  for  resto- 
ration which  are  transmitted  with  this  letter. 

Prior  to  the  submission  of  the  estimates  we  explored  all  practical  means  of 
absorbing  the  added  costs  for  which  no  appropriations  had  been  made  for  fiscal 
year  1959.  After  this  critical  review  of  the  situation,  estimates  were  submitted 
only  for  those  amounts  which  could  not  be  absorbed  without  detrimental  effect 
on  necessary  programs.  Nothing  has  happened  since  the  estimates  were  sub- 
mitted to  change  substantially  the  requirement  for  these  supplemental  funds. 

For  example,  supplemental  funds  required  for  the  pay  of  civilian  personnel 
were  requested  only  after  taking  into  consideration  possible  savings  resulting 
from  a 2-percent  overall  reduction  in  civilian  personnel  in  the  Department  of 
Defense  which  is  being  accomplished  during  fiscal  year  1959.  As  you  know, 
there  is  a point  in  time  in  the  last  quarter  of  a fiscal  year  when  savings  from 
forced  reduction  of  personnal  are  more  than  offset  by  the  costs  of  payment  for 
accrued  annual  leave. 

Supplemental  funds  were  requested  to  finance  a portion  of  the  unbudgeted 
costs  incurred  for  activities  which  were  necessary  as  a result  of  emergency 
operations  in  Lebanon  and  Taiwan.  To  the  extent  that  these  funds  are  not 
appropriated  it  will  be  necessary  to  postpone  or  curtail  the  procurement  of 
needed  supplies  and  services  and  to  further  defer  necessary  maintenance. 

Statements  are  being  provided  to  your  committee  explaining  each  item  for 
which  we  request  restoration.  If  the  committee  has  questions  concerning  these 
proposed  amendments,  witnesses  most  knowledgeable  on  the  subject  stand  ready 
to  provide  any  additional  details. 

For  those  items  for  which  no  amendments  are  proposed  the  reductions  by  the 
House  are  accepted  by  the  Department  of  Defense. 

Sincerely  yours, 


Neil  McElp.oy. 
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DEPARTMENT  OF  THE  ARMY 
Civil  Functions 

Cemeterial  Expenses,  Department  of  the  Army 
(Bill  p.  8,  line  12) 

(House  hearings,  p.  710) 


1958  appropriation $6,  878,  000 

1959  appropriation 6,  915,  000 

Supplemental  request  (House  document) 535,000 

House  allowance 521,  500 

Restoration  requested 13,  500 


The  Department  of  the  Army  requests  the  following  amendment : 

proposed  amendment 

Page  8,  line  15,  strike  out  “$521,500”  and  insert  in  lieu  thereof  “$535,000,”  an 
increase  of  $13,500  over  the  House-approved  amount  or  the  same  as  the  budget 
estimate. 

effect  of  proposed  amendment 

The  requested  amendment  will  restore  $13,500  to  “Cemeterial  expenses,  De- 
partment of  the  Army”  appropriation. 

The  restoration  would  provide  for  the  following  : 

Full  payment  of  the  10  percent  average  pay  raise  for  classified  personnel  as 
authorized  by  Public  Law  85-642. 

justification  of  proposed  amendment 

Funds  provided  for  the  pay  of  classified  employees  under  the  appropriation, 
“Cemeterial  expenses,  Department  of  the  Army”  are  used  for  the  following: 

(a)  Salaries  of  national  cemetery  superintendents  and  personnel  required 
for  arranging  for  and  conducting  funerals,  services  to  the  public,  and  admin- 
istration of  other  cemetery  affairs  in  general. 

(5)  Salaries  for  personnel  engaged  in  coordination  and  technical  and  staff 
supervision  of  all  activities  involved  in  the  establishment,  development,  mainte- 
nance, operation,  and  administration  of  the  cemetery  installations ; the  determina- 
tion of  eligibiilty  for  interments  and  for  headstones  as  well  as  processing  corre- 
spondence with  next  of  kin  and  others  and  maintaining  the  permanent  records. 

There  are  249  classified  positions  employed  in  the  discharge  of  the  above 
functions  for  118  cemeterial  installations  and  for  the  procurement  of  approxi- 
mately 113,000  headstones  and  markers  in  fiscal  year  1959.  Over  the  past  5 
years,  there  has  been  an  average  annual  increase  of  8 percent  in  requests  for 
interments  and  in  applications  for  headstones. 

The  potential  eligibles  have  not  and  will  not  diminish  in  the  foreseeable  future. 
Therefore,  the  normal  expectation  is  that  this  annual  percentage  of  increase 
will  continue.  The  second  supplemental  appropriation  bill,  fiscal  year  1959, 
as  approved  by  the  House  of  Representatives,  includes  $100,000  for  the  pro- 
curement of  headstones  to  obviate  a delay  in  procurement  of  those  applied  for. 
At  the  same  time,  the  House  has  assessed  a reduction  of  $13,500  against  the 
salaries  of  required  personnel.  The  application  of  the  reduction  to  classified 
personnel  will  force  a 7 percent  reduction  of  employees  in  the  fourth  quarter, 
fiscal  year  1959,  and  will  result  in  loss  of  experienced  personnel  in  this  work, 
and  therefore,  deferral  of  essential  activities. 

HOUSE  COMMITTEE  REPORT 

The  committee  has  approved  $521,500  for  cemeterial  expenses,  Department 
of  the  Army.  This  includes  $100,000  for  the  procurement  of  additional  head- 
stones, $300,000  for  wage  board  pay  increases,  and  $121,500  for  other  pay  act 
costs. 
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DEPARTMENT  OF  THE  ARMY 
Construction  of  Power  Systems,  Ryukyu  Islands 
(House  hearings,  p.  721) 


1958  appropriation $1,  513,  000 

1959  appropriation  (regular  act) 0 

Supplemental  request  (House  document) 10,000,000 

House  allowance 0 

Restoration  requested 10,  000,  000 


The  Department  of  the  Army  requests  the  following  amendment. 

PROPOSED  AMENDMENT 

Page  8,  after  line  21,  insert  “Construction  of  powder  systems,  Ryukyu  Islands, 
$10,000,000,  the  amount  of  the  budget  estimate,  to  remain  available  until 
expended.” 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  provide  during  fiscal  year  1959  the  funds  needed 
to  undertake  the  construction  of  an  addition  to  the  power  generating  system  on 
Okinawa  in  the  Ryukyu  Islands.  This  provision  was  omitted  from  the  House 
bill,  H.R.  5916,  Report  No.  238,  page  4,  as  cited  below. 

If  the  requested  amendment  is  not  provided,  there  will  be  a delay  of  undeter- 
mined duration  in  the  construction  of  facilities  required  to  relieve  a critical 
shortage  in  generating  capacity. 

HOUSE  REPORT 

(Report  No.  238,  p.  4, 1st  par.) 

“The  Committee  has  denied  the  request  of  $10,000,000  to  construct  additional 
electric  power  generating  facilities  in  the  Ryukyu  Islands.  Funds  were  requested 
for  the  same  purpose  in  the  last  session  of  Congress  and  denied.  An  investiga- 
tion has  been  underway  to  determine  the  need  for  the  facilities  and  action  can 
be  deferred  until  the  1960  Budget  Estimates  are  considered.” 

Justification  of  Proposed  Amendment 

There  is  an  urgent  need  for  the  electric  power  generating  facilities  to  be  con- 
structed under  the  provisions  of  the  requested  amendment.  This  need  was 
initially  recognized  in  1956  when  the  increased  requirements  of  the  U.S.  Forces 
and  the  mounting  demands  of  the  resurgent  domestic  economy  pointed  up  the 
imminent  overloading  of  the  existing  power  system.  The  Department  of  the 
Army  therefore  requested  the  appropriations  in  the  fiscal  year  1958  budget  but 
was  provided  funds  sufficient  only  for  sorely  needed  transmission  lines.  The 
request,  again  presented  in  fiscal  year  1959,  was  not  granted  as  both  Houses  of 
the  Congress  indicated  that  the  matter  should  be  further  investigated.  The 
Department  of  Army  has  therefore  completed  studies  of  the  power  situation  and 
prepared  reports  thereon  which  have  been  filed  with  the  Congress. 

The  existing  Okinawa  power  facilities  have  a firm  capacity  of  79,650  kilowatts. 
Combined  demand  of  the  local  economy  and  the  military  base  will  exceed  this 
firm  capacity  by  the  end  of  1959  and  will  continue  to  rise  rapidly  thereafter. 
Additional  demand  stems  in  considerable  part,  from  high  priority  military  con- 
struction, already  authorized  and  funded,  including  the  Marines  new  Camp 
Hansen.  The  minimum  leadtime  required  to  complete  the  proposed  facility  is 
32  months  from  the  date  funds  are  made  available.  To  delay  the  proposed 
expansion  of  power  facilities  could  result  in  the  rationing  of  power  to  civilian 
and  even  to  military  consumers  and,  at  best,  wall  lead  to  everyday  use  of  un- 
reliable, inefficient,  and  highly  expensive  generating  units  which  should  be  kept 
only  on  an  emergency,  standby  basis. 

In  view  of  the  urgency  of  the  requirement  to  initiate  construction  of  additional 
generating  facilities,  the  Department  of  the  Army  obtained  executive  department 
approval  to  include  the  power  construction  appropriation  in  the  fiscal  year  1959 
supplemental  request. 

It  is  pointed  out  that  under  a plan  approved  by  the  Bureau  of  the  Budget,  the 
appropriations  requested  by  this  amendment  will  be  supplemented  by  earnings 
of  the  Ryukyu  Electric  Power  Corporation,  a corporation  controlled  by  the  U.S. 
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civil  administration  of  the  Ryukyu  Islands,  and  established  to  administer  the 
power  assets  provided  through  U.S.  appropriations. 

In  summary,  favorable  action  on  the  amendment  proposed  herein  will  mean 
the  initiation  of  construction  work  some  4 to  6 months  sooner  than  would  other- 
wise be  possible,  and  thus  prevent  the  aggravation  of  an  already  critical  disparity 
between  power  requirements  and  capabilities  on  Okinawa. 

DEPARTMENT  OF  THE  ARMY 
Military  Personnel,  1956 

(Bill,  p.  9,  before  line  4) 

(House  hearings,  p.  255) 

1956  appropriation 

Deficiency  request 

House  allowance 

Restoration  requested 

The  Department  of  the  Army  requests  the  following  amendment : 

PROPOSED  AMENDMENT 

Add  the  following  amendment  on  page  9,  after  line  3 “For  additional  amount, 
fiscal  year  1956,  for  ‘Military  Personnel’,  $7,100,000,”  an  increase  of  $7,100,000 
over  the  House  approved  amount,  and  the  same  as  the  deficiency  estimate. 

EFFECT  OF  PROPOSED  AMENDMENT 

The  proposed  amendment  will  provide  funds  to  permit  closing  of  this  account. 
In  accordance  with  the  act  of  July  25,  1956  ( 31  U.S.C.  701),  each  annual  appro- 
priation is  required  to  be  closed  after  the  end  of  the  second  fiscal  year  follow- 
ing the  year  of  availability  for  obligation. 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

The  facts  and  circumstances  surrounding  this  deficiency  are  covered  in  detail 
in  the  report  of  violation  of  Revised  Statutes  3679  previously  submitted  to  the 
Congress.  The  fiscal  year  1956  report,  No.  432,  is  dated  December  12,  1957. 

Although  the  strength  of  the  Army  was  held  within  the  numbers  specified  in 
approved  personnel  programs  for  fiscal  year  1956,  a deficiency  of  approximately 
two-tenths  of  1 percent  occurred  in  this  appropriation.  In  fiscal  year  1956  this 
was  due  primarily  to  difficulty  in  estimating,  with  preciseness,  the  cost  of  in- 
creased military  personnel  compensation  and  dependency  benefits  granted  late 
in  fiscal  year  1955  and  the  number  of  enlisted  men  entitled  to  draw  those 
benefits. 

Even  though  these  forecasts  resulted  in  a deficiency  of  less  than  two-tenths 
of  1 percent,  the  Army  recognizes  its  obligation  to  manage  this  program  so  as 
to  remain  within  its  appropriation  limitations.  Following  this  deficiency  the 
Amy  initiated  positive  action  aimed  at  improved  budgeting  and  fiscal  manage- 
ment. Appropriate  action  has  been  taken  by  the  Secretary  of  the  Army  to 
insure  that  fundamental  decisions  of  personnel  management  which  involve  costs 
are  related  to  funds  available  in  the  appropriation.  In  addition,  he  has  estab- 
lished definite  responsibility  for  fund  control. 

These  corrective  actions  have  resulted  in  more  accurate  budgeting,  improved 
management  and  more  effective  control.  Proof  of  this  is  evident  in  the  fact  that 
the  fiscal  year  1958  account  is  in  a solvent  status  as  is  the  fiscal  year  1959 
account.  Although  the  joint  committee  now  studying  financial  management 
within  the  military  personnel  appropriations  may  suggest  additional  improve- 
ments, the  Army  has  already  made  considerable  progress  in  this  regard. 

HOUSE  COMMITTEE  REPORT 

“The  committee  has  provided  no  additional  funds  for  ‘Military  personnel. 
Army,’  for  the  fiscal  years  1956  or  1957  to  liquidate  obligations  incurred  in 
violation  of  the  Antideficiency  Act.  In  its  report  to  the  Congress  the  Depart- 
ment states  that  the  violations  resulted  from  an  inadequate  system  of  fund 
control  in  effect  at  that  time.  While  it  is  indicated  that  corrective  measures 
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have  been  taken  that  are  designed  to  prevent  future  deficiencies,  it  was  testified 
that  a recurrence  is  entirely  possible.  The  report  also  states  that  the  overall 
matter  of  improved  financial  management  within  the  military  personnel  appro- 
priations is  the  object  of  a detailed  study  now  being  conducted  by  representa- 
tives of  the  Bureau  of  the  Budget,  General  Accounting  Office,  Department  of 
Defense  and  each  of  the  three  services.  Until  this  study  is  completed  and  re- 
sponsibility for  fund  control  is  achieved,  the  committee  can  see  no  reason  to 
relieve  the  Department  of  the  liability  for  these  deficiencies,  which  are  admit- 
tedly violations  of  the  law.” 

DEPARTMENT  OF  THE  ARMY 
Military  Personnel,  1957 
(Bill  p.  9,  before  line  4) 

(House  hearings,  p.  255) 

1957  appropriation 

Deficiency  request 

House  allowance 

Restoration  requested 

The  Deptrtment  of  the  Army  requests  the  following  amendment : 

PROPOSED  AMENDMENT 

Add  the  following  amendment  on  page  9,  after  line  3 “For  additional  amount, 
fiscal  year  1957,  for  ‘Military  Personnel’,  $7,900,000,”  an  increase  of  $7,900,000 
over  the  House  approved  amount,  and  the  same  as  the  deficiency  estimate. 

EFFECT  OF  PROPOSED  AMENDMENT 

The  proposed  amendment  will  provide  funds  necessary  to  permit  closing  of 
the  accounts.  In  accordance  with  the  act  of  July  25,  1956  (31  U.S.C.  701),  each 
annual  appropriation  is  required  to  be  closed  after  the  end  of  the  second  fiscal 
year  following  the  year  of  availability  for  obligation. 

JUSTIFICATION  FOR  PROPOSED  AMENDMENT 

The  facts  and  circumstances  surrounding  this  deficiency  are  covered  in  de- 
tail in  the  report  of  violation  of  Revised  Statutes  3679  previously  submitted 
to  the  Congress.  The  fiscal  year  1957  report,  No.  483,  is  dated  December  31, 
1958. 

Although  the  strength  of  the  Army  was  held  within  the  numbers  specified 
in  approved  personnel  programs  for  fiscal  year  1957,  a deficiency  of  approxi- 
mately two-tenths  of  1 percent  occurred  in  this  appropriation.  In  fiscal  year 
1957,  the  deficiency  occurred  as  a result  of  underestimating  the  number  of  en- 
listed men  entitled  to  draw  dependency  benefits. 

Even  though  these  forecasts  resulted  in  a deficiency  of  less  than  two-tenths 
of  1 percent,  the  Army  recognizes  its  obligation  to  manage  this  program  so  as  to 
remain  within  its  appropriation  limitations.  Following  this  deficiency  the  Army 
initiated  postive  action  aimed  at  improved  budgeting  and  fiscal  management. 
Appropriate  action  has  been  taken  by  the  Secretary  of  the  Army  to  insure  that 
fundamental  decisions  of  personnel  management  which  involve  costs  are  re- 
lated to  funds  available  in  the  appropriation.  In  addition,  he  has  established 
definite  responsibility  for  fund  control. 

These  corrective  actions  have  resulted  in  more  accurate  budgeting,  improved 
management  and  more  effective  control.  Proof  of  this  is  evident  in  the  fact 
that  the  fiscal  year  1958  account  is  in  a solvent  status  as  is  the  fiscal  year  1959 
account.  Although  the  joint  committee  now  studying  financial  management 
within  the  military  personnel  appropriations  may  suggest  additional  improve- 
ments, the  Army  has  already  made  considerable  progress  in  this  regard. 

HOUSE  COMMITTEE  REPORT 

“The  Committee  has  provided  no  additional  funds  for  ‘Military  personnel, 
Army,’  for  the  fiscal  years  1956  or  1957  to  liquidate  obligations  incurred  in 
violation  of  the  Antideficiency  Act.  In  its  report  to  the  Congress  the  Depart- 
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incut  states  that  the  violations  resulted  from  an  inadequate  system  of  fund 
control  in  effect  at  that  time.  While  it  is  indicated  that  corrective  measures 
ha vo  been  taken  that  are  designed  to  prevent  future  deficiencies,  it  was  testi- 
liod  that  a recurrence  is  entirely  possible.  The  report  also  states  that  the 
m ' matter  of  impio\ed  financial  management  within  the  military  personnel 
appropriations  is  the  object  of  a detailed  study  now  being  conducted  by  repre- 
sentatives of  the  Bureau  of  the  Budget,  General  Accounting  Office,  Department 
of  Defense  and  each  of  the  three  services.  Until  this  study  is  completed  and 
responsibility  for  fund  control  is  achieved,  the  committee  can  see  no  reason 
to  relieve  the  Department  of  the  liability  for  these  deficiencies,  which  are  ad- 
mittedly violations  of  the  law.” 

DEPARTMENT  OF  THE  ARMY 
Operation  and  Maintenance 
(Bill,  p.  9,  line  6) 

(House  hearings,  p.  262) 


1958  appropriation $3,  236,  288,  800 

19o9  appropriation  (regular  act) 3,078,208,000 

Supplemental  Request  (House  document) 42,400,000 

House  allowance 38,160,000 

Restoration  requested 4?  240,  000 


The  Department  of  the  Army  requests  the  following  amendment : 

PROPOSED  AMENDMENT 

Page  9,  line  6,  strike  out  “$38,160,000”  and  insert  in  lieu  thereof  “$42,400,000”, 
in  increase  of  $4,240,000  over  the  House  approved  amount,  and  the  same  as  the 
supplemental  estimate. 

EFFECT  OF  PROPOSED  AMENDMENT 

The  proposed  amendment  will  restore  $4,240,000  to  the  Army  “Operation  and 
maintenance”  appropriation  request  for  supplemental  funds  in  fiscal  year  1959. 
This  restoration  will  assist  in  covering  the  added  requirements  occasioned  by 
Public  Law  85-462  and  by  the  Middle  East  emergency  situation  in  the  first 
quarter  of  fiscal  year  1959. 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

The  Army  “Operation  and  maintenance”  appropriation  has  faced  significant 
unprogrammed  and  unbudgeted  requirements  in  fiscal  year  1959.  Principal  re- 
quirements of  this  nature  for  which  no  funds  have  been  provided  to  the  Army 
are  as  follows : 

Amount 


Item  ( millions ) 

Implementation  of  the  civilian  pay  raise  provided  by  Public  Law  85-462 $17.  4 

Preparation  for,  participation  in  and  recovery  from  the  Middle  East 

emergency  situation 30.  4 

Far  East  (Taiwan)  emergency  situation 2.3 

Support  of  an  active  Army  average  strength  of  887,300  instead  of  the  pro- 
gramed average  strength  of  878,400 13.  4 

Support  of  increased  numbers  of  Reserve  component  personnel  undergoing 

6-month  tours  of  active  duty  training 11. 1 

Increase  in  pay  scales  of  wage  board  employees  including  those  hired 

locally  in  oversea  areas 43.  7 

Increase  in  rates  charged  by  the  Military  Air  Transport  Service 4.  4 

Increase  in  dependents’  medical  care  program 4.  9 

Increase  in  postal  rates 1.  3 

Increase  in  postal  services  other  than  postal  fees 2.  6 

Support  of  NATO  special  weapons  project  (non-United  States) 1.3 


Total 132.  8 
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The  Army’s  supplemental  request  for  $42.4  million  is  required  to  alleviate  the 
financial  condition  of  the  operation  and  maintenance  appropriation  in  fiscal  year 
1959.  If  the  full  amount  of  the  supplemental  is  appropriated,  Army  operations 
will  still  absorb  over  $90  million  in  unprogramed  requirements  arising  since  the 
beginning  of  fiscal  year  1959.  Additionally,  the  Army  is  currently  faced  with 
the  possible  emergency  over  Berlin.  Although  the  costs  of  actions  to  improve 
the  operational  readiness  of  the  Army  in  preparation  for  the  Berlin  situation  are 
not  yet  known,  $14.8  million  of  the  supplemental  funds  requested  and  spent  for 
the  Lebanon  situation  have  already  been  allocated,  on  a deficiency  basis,  to 
U.S.  Army,  Europe  to  assist  bringing  7th  U.S.  Army  to  a satisfactory  state  of 
operational  readiness.  It  is  estimated  that  this  is  approximately  one-half  of  the 
amount  required  for  U.S.  Army,  Europe  alone  and  does  not  include  assistance  to 
the  technical  services  in  their  support  of  our  forces  in  Europe. 

HOUSE  COMMITTEE  REPORT 

The  committee  has  approved  $38,160,000  for  operation  and  maintenance,  a 
reduction  of  $4,240,000  in  the  budget  estimate.  It  includes  $22,500,000  to  finance 
unbudgeted  costs  incurred  for  activities  which  arose  as  a result  of  emergency 
operations  in  Lebanon,  and  $15,660,000  for  the  cost  of  pay  increases  for  classified 
employees. 

DEPARTMENT  OF  THE  NAVY 
Military  Personnel,  Navy 

(Bill  p.  9,  line  15) 

(House  hearings,  pp.  289-308) 


1958  appropriation  (adjusted) $2,294,270,000 

1959  appropriation  (regular  act) 2,385,720,000 

Supplemental  request  (H.  Doc.  59) 36,  735,  000 

House  allowance 33,  061,  500 

Restoration  requested 3,  673,  500 


The  Department  of  the  Navy  requests  the  following  amendment : 

proposed  amendment 

Page  9,  line  15,  strike  out  “$33,061,500”  and  insert  in  lieu  thereof  “$36,735,000”, 
an  increase  of  $3,673,500  over  the  House-approved  amount,  and  the  same  as  the 
budget  estimate. 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $3,673,500  to  the  “Military  personnel, 
Navy”  appropriation. 

The  requested  supplemental  would  enable  the  Navy  to  carry  out  the  plans 
approved  by  the  Secretary  of  the  Navy  and  Secretary  of  Defense  which  represent 
the  minimum  strength  of  630,000  (15,000  under  the  begin-year  strength)  re- 
quired for  the  Navy  to  discharge  its  assigned  mission  in  the  most  austere 
manner. 


JUSTIFICATION  OF  PROPOSED  AMENDMENT 

The  total  supplemental  requested  is  required  for  the  Navy  to  execute  the  ap- 
proved personnel  plans.  Failure  to  carry  out  the  plans  and  meet  the  approved 
end  strength  would  reduce  the  Navy’s  manpower  to  an  unacceptable  level  and 
would  seriously  jeopardize  the  effectiveness  of  the  operating  forces.  A reduction 
of  approximately  11,000  personnel  to  an  end  strength  of  619,000  would  be  re- 
quired. Such  a reduction  would  soon  further  reduce  the  already  critically  low 
fleet  manning  level  of  80.5  percent  in  the  order  of  another  3 percent. 

HOUSE  COMMITTEE  REPORT 

The  need  for  these  additional  funds  is  due  primarily  to  the  added  costs  gen- 
erated by  the  crisis  in  the  Middle  East  and  Far  East.  While  a considerable  part 
of  the  supplemental  requests  are  attributable  to  such  activities,  and  to  increased 
pay  act  costs,  the  committee  is  not  convinced  that  the  full  amount  requested  is 
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needed.  Some  reductions  have  been  made  in  each  item  and  the  specific  amounts 
for  each  item  of  appropriation  are  set  forth  in  the  table  at  the  end  of  this  report 

DEPARTMENT  OF  THE  NAVY 
Aircraft  and  Facilities,  Navy 
(Bill  p.  9,  line  18) 

(House  hearings,  p.  309) 


1958  appropriation $845,844,651 

1959  appropriation  (regular  act) 837,868,000 

Supplemental  request  (H.  Doc.  58) 20,000,000 

House  allowance 18,000,000 

Restoration  requested 2,  000,  000 


The  Department  of  the  Navy  requests  the  following  amendment : 

PROPOSED.  AMENDMENT 

Page  9.  line  18.  strike  out  “$18,000,000”  and  insert  in  lieu  thereof  “$20,000,000”, 
an  increase  of  $2,000,000  over  the  House-approved  amount,  and  the  same  as  the 
budget  estimate. 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $2  million  to  the  Navy  Aircraft  and  fa- 
cilities appropriation. 

The  restoration  would  provide  for  procurement  of  technical  material  support- 
ing flight  operations  and  aircraft  overhaul. 

If  the  restoration  is  not  provided  essential  procurement  of  technical  material 
in  support  of  naval  aviation  readiness  will  be  reduced  by  $2  million. 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

The  amount  of  the  supplemental  required  was  determined  after  all  possible 
economies  had  been  taken  into  account.  Further,  the  Lebanon  and  Taiwan  por- 
tion of  the  supplemental  request  does  not  include  costs  such  as  drawdown  on 
stocks  of  material  and  equipment,  and  replenishment  of  these  items  must  wait 
until  subsequent  years. 

In  addition  to  deferring  replenishment  procurements,  the  Navy  is  absorbing 
within  funds  already  appropriated  all  other  unbudgeted  requirements,  the  largest 
being  some  $18  million  in  blue-collar  wage  increases  which  have  occurred  since 
the  budget  was  submitted  last  year.  Part  of  this  absorption  is  being  made  pos- 
sible by  curtailing  operations  where  feasible  and  by  closing  a number  of  stations 
and  reducing  the  scope  of  operations  at  others. 

Aviation  operations  following  the  Lebanon  and  Taiwan  alerts  have  been  cur- 
tailed to  the  maximum  consistent  with  the  interests  of  national  defense.  In  tak- 
ing these  actions,  the  Navy  has  done  all  it  can  to  reduce  or  defer  requirements. 
The  full  amount  of  the  $20  million  requested  is  required  to  carry  aviation  pro- 
grams through  the  end  of  the  year  even  on  a reduced  scale. 

HOUSE  COMMITTEE  REPORT 

The  need  for  these  additional  funds  is  due  primarily  to  the  added  costs  gener- 
ated by  the  crises  in  the  Middle  East  and  Far  East.  While  a considerable  part 
of  the  supplemental  requests  are  attributable  to  such  activities,  and  to  increased 
pay  act  costs,  the  committee  is  not  convinced  that  the  full  amount  requested  is 
needed.  Some  reductions  have  been  made  in  each  item  and  the  specific  amounts 
for  each  item  of  appropriation  are  set  forth  in  the  table  at  the  end  of  this  report. 
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DEPARTMENT  OF  THE  NAVY 
Ships  and  Facilities 
(Bill  p.  9,  line  21) 

(House  hearings,  pp.  325-333) 


1958  appropriation $821,  783,  509 

1959  appropriation  (regular  act) 780,408,000 

Supplemental  Request  (H.  Doc.  58) 20,000,000 

House  allowance 18,  000,  000 

Restoration  requested 2,  000,  000 

♦ 


The  Department  of  the  Navy  requests  the  following  amendment : 

PROPOSED  AMENDMENT 

Page  9,  line  21,  strike  out  “$18,000,000”  and  insert  in  lieu  thereof  “$20,000,000”, 
an  increase  of  $2,000,00  over  the  House-approved  amount,  and  the  same  as  the 
budget  estimate. 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $2  million  to  the  Navy  Ships  and 
facilities  appropriation. 

The  restoration  would  provide  for  the  following : Reinstatement  of  about  6 
overhauls  which  had  to  be  deferred  to  meet  the  costs  of  the  Lebanon  and  Taiwan 
crises. 

If  the  restoration  is  not  provided,  the  material  readiness  of  a number  of  fleet 
ships,  and  their  ability  to  contribute  effectively  to  fleet  missions,  will  be  substan- 
tially impaired. 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

The  Lebanon  and  Taiwan  crises  brought  into  sharp  focus  the  continued  neces- 
sity for  a rapid  deployment  capability  in  the  fleet.  This  capability  rests  not 
only  on  the  number  of  ships  in  the  fleet,  but  also  on  their  individual  material 
readiness.  Reprograming  has  already  exhausted  the  resources  of  the  appropria- 
tion in  order  to  provide  adequate  material  readiness  in  as  many  ships  as  possible. 
Despite  that  reprograming,  38  ship  overhauls  had  to  be  deferred  for  lack  of 
funds.  The  full  $20  million  originally  requested  is  essential  to  restore  19  of  the 
most  urgent  deferred  overhauls  and  to  procure  required  hull  and  machinery 
material.  The  alternative  is  to  risk  breakdown  of  vessels  for  lack  of  overhaul, 
to  increase  the  cost  of  those  overhauls  when  reinstated  with  fiscal  year  1960 
funds  and  to  disrupt  the  fiscal  year  1960  overhaul  and  operating  schedules  in 
order  to  accommodate  the  deferred  overhauls. 

DEPARTMENT  OF  THE  NAVY 

Ordnance  and  Facilities,  Navy 

(Bill  p.  10,  line  3) 

(House  hearings,  pp.  333-335) 


1958  appropriation  (adjusted) $159,172,443 

1959  appropriation  (regular  act) 149,850,000 

Supplemental  request  (H.  Doc.  No.  58) 4,246,000 

House  allowance 3,  822,  000 

Restoration  requested 424,  000 


The  Department  of  the  Navy  requests  the  following  amendment : 

PROPOSED  AMENDMENT 

Page  10,  line  3,  strike  out  “$3,822,000”  and  insert  in  lieu  thereof  “$4,246,000”, 
an  increase  of  $424,000  over  the  House  approved  amount,  and  the  same  as  the 
budget  estimate. 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $424,000  to  the  Navy  “Ordnance  and 
facilities”  appropriation. 
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The  restoration  would  provide  for  the  procurement  of  424  MK-64-0  primary 
proofing  batteries  for  MK-44  torpedoes  at  a unit  cost  of  $1,000.  Procurement  of 
these  batteries  has  already  been  delayed  3 months  due  to  the  additional  fund 
requirements  incident  to  the  Taiwan-Lebanon  crises. 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $424,000  to  the  Navy  “Ordnance  and 
facilities”  appropriation.  The  Taiwan  and  Lebanon  crises  required  the  Navy  to 
expend  $990,000  for  torpedo  batteries.  This  was  an  unplanned  and  unexpected 
additional  expenditure.  These  funds  were  provided  from  the  appropriation 
“Ordnance  and  facilities,  Navy,”  from  those  originally  intended  for  proof  bat- 
teries for  the  MK-44  torpedo.  If  the  $424,000  is  not  restored  it  will  be  necessary 
either  to  delay  the  procurement  of  proof  batteries  for  the  new  MK-44  torpedo  and 
thereby  delay  further  the  delivery  of  this  important  ASW  weapon  to  the  fleet  (a 
delay  of  3 months  has  already  been  incurred)  or  to  reprogram  within  the  appro- 
priation. Such  reprograming,  if  it  is  possible,  will  be  so  drastic  that  other  im- 
portant programs  will  be  reduced  and  in  view  of  the  already  unexpected  heavy 
demands  on  this  appropriation  it  does  not  now  appear  practical  to  effect  such 
reprograming. 

HOUSE  COMMITTEE  REPORT 

* * * The  need  for  these  additional  funds  is  due  primarily  to  the  added  costs 
generated  by  the  crises  in  the  Middle  East  and  Far  East.  While  a considerable 
part  of  the  supplemental  requests  are  attributable  to  such  activities,  and  to 
increased  pay  act  costs,  the  committee  is  not  convinced  that  the  full  amount 
requested  is  needed.  Some  reductions  have  been  made  in  each  item  and  the 
specific  amounts  for  each  item  of  appropriation  are  set  forth  in  the  table  at  the 
end  of  this  report  * * *” 


DEPARTMENT  OF  THE  NAVY 
Medical  Care,  1958 

(Bill  p.  10,  before  line  4) 
(House  hearings,  p.  352) 


1958  appropriation $85,  857,  000 

Deficiency  request  (H.  Doc.  No.  58) 9,050,000 

House  allowance 0 

Restoration  requested 9,  050,  000 


The  Department  of  the  Navy  requests  the  following  amendment : 

PROPOSED  AMENDMENT 

Page  10,  after  line  4,  insert  the  following : “For  an  additional  amount,  fiscal 
year  1958,  for  ‘Medical  Care’,  $9,050,000.” 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $9,050,000  to  the  Navy  “medical  care” 
appropriation  for  fiscal  year  1958. 

The  restoration  would  provide  funds  to  reimburse  the  Army  and  Air  Force 
for  medical  care  provided  active  duty  and  retired  Navy  and  Marine  Corps 
personnel  and  their  dependents. 

If  the  restoration  is  not  provided  it  will  not  be  possible  for  the  Navy  to  reim- 
burse the  Army  and  Air  Force  for  medical  care  provided  active  duty  and  re- 
tired personnel  and  their  dependents. 

justification  of  proposed  amendment 

These  funds  are  required  to  reimburse  the  Army  in  connection  with  care  of 
dependents  in  civilian  facilities,  bills  for  which  already  have  been  paid  by  the 
Army;  also  to  reimburse  the  Army  and  Air  Force  for  care  of  active  duty  and 
retired  personnel  and  their  dependents  in  medical  facilities  of  those  uniformed 
services. 

The  funds  requested  will  not  be  available  for  the  purpose  of  creating  new 
obligations  but  will  be  transferred  to  the  Army  and  Air  Force  to  clear  their 
accounting  records. 
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HOUSE  COMMITTEE  REPORT 

The  committee  considered  two  items  for  medical  care,  one  is  primarily  to 
reimburse  the  Army  for  a deficiency  incurred  in  fiscal  year  1958,  and  the  other 
is  to  finance  increased  costs  for  the  current  year.  The  committee  has  again,  as 
in  the  last  session  of  Congress,  denied  the  request  for  $9,050,000  for  1958  to 
erase  this  liability  on  the  books. 

DEPARTMENT  OF  THE  NAVY 
Civil  Engineering 

(Bill  p.  10,  line  9) 

(House  hearings,  p.  336) 


1958  appropriation $131,  768,  803 

1959  appropriation  (regular  act) 125,554,000 

Supplemental  request  (H.  Doc.  No.  58) 3,732,000 

House  allowance 3,  330,  000 

Restoration  requested 402,  000 


The  Department  of  the  Navy  requests  the  following  amendment : 

PROPOSED  AMENDMENT 

Page  10,  line  9,  strike  out  “$3,330,000”  and  insert  in  lieu  thereof,  “$3,732,000”, 
an  increase  of  $402,000  over  the  House-approved  amount,  and  the  same  as  the 
budget  estimate. 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $402,000  to  the  Navy  “civil  engineering” 
appropriation. 

The  restoration  would  provide  for  the  following  : 


Classified  pay  raise $335,  200 

Antarctica  hangar  facility 50,  000 

Replacement  of  Seabee  equipment 16,  800 

Total 402,  000 


If  the  restoration  is  not  provided,  it  will  be  necessary  to  defer  needed  replace- 
ment equipment  already  in  the  process  of  procurement  for  use  by  naval  construc- 
tion forces  (Seabees). 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

(1)  Classified  pay  raise . — The  budget  estimate  of  $3,352,000  for  this  purpose 
was  computed  on  the  actual  payroll  costs  after  considering  reductions  of  person- 
nel at  field  activities.  The  amount  allowed  is  $3,016,800,  thereby  indicating  a 
reduction  of  $335,200.  It  is  too  late  in  the  fiscal  year  to  reduce  sufficient  numbers 
of  personnel  to  recoup  savings  to  apply  to  the  increased  pay  costs. 

(2)  Antarctica  hangar  facility. — The  budget  estimate  contained  an  amount  of 
$200,000  to  provide  for  a completed  facility.  It  takes  approximately  3 hours  to 
prepare  an  aircraft  for  flight  under  present  conditions,  primarily  because  of  the 
time  involved  in  preheating  engines  and  instruments.  Since  the  primary  mission 
of  these  aircraft  is  sea  and  air  rescue  work,  it  is  most  imperative  that  all  possible 
risk  be  minimized.  Because  of  the  specialized  nature  of  the  work  of  the  two- 
aircraft  involved,  it  is  necessary  that  $50,000  be  restored  to  provide  a completed 
facility  at  the  earliest  possible  time. 

(3)  Middle  East  crisis. — An  amount  of  $180,000  was  expended  for  immediate 
costs  of  this  crisis.  These  requirements  were  (1)  purchase  of  deficient  items  in 
support  of  Fleet  Marine  Forces  at  a cost  of  $90,000;  (2)  purchase  of  field  items, 
such  as  tents  and  ordnance  material  not  normally  required  by  Seabees,  $45,000 ; 
and  (3)  costs  of  packing  and  crating  of  mobilization  material  for  Fleet  Marine 
Forces,  $45,000.  The  amount  allowed  is  $163,200  which  is  $16,800  less  than 
actual  costs.  The  latter  amount  is  needed  to  meet  firm  requirements  of  the 
Seabees. 

HOUSE  COMMITTEE  REPORT 

The  need  for  these  additional  funds  is  due  primarily  to  the  added  costs  gen- 
erated by  the  crises  in  the  Middle  East  and  Far  East.  While  a considerable 
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part  of  the  supplemental  requests  are  attributable  to  such  activities,  and  to  in- 
creased pay  act  costs,  the  committee  is  not  convinced  that  the  full  amount 
requested  is  needed.  Some  reductions  have  been  made  in  each  item  and  the 
specific  amounts  for  each  item  of  appropriation  are  set  forth  in  the  table  at  the 
end  of  this  report. 

The  committee  has  approved  $3,330,000  for  civil  engineering  which  is  $402,000 
less  than  the  budget  estimate.  Included  is  $150,000  for  constructing  a hangar  at 
McMurdo  Sound  in  the  Antarctic  for  air  rescue  activities. 

DEPARTMENT  OP  THE  NAVY 
Servicewide  Supply  and  Finance 
(Bill  p.  10,  line  12) 

(House  hearings,  p.  340) 


1958  appropriation $301,061,000 

1959  appropriation  (regular  act) 309,637,000 

Supplemental  request  (PI.  Doc.  No.  58) 16,313,000 

House  allowance 14,  682,  000 

Restoration  requested 1,  631,  000 


The  Department  of  the  Navy  requests  the  following  amendment : 

PROPOSED  AMENDMENT 

Page  10,  line  12,  strike  out  “$14,682,000”  and  insert  in  lieu  thereof,  “$16,313,- 
000”,  an  increase  of  $1,631,000  over  the  House-approved  amount,  and  the  same  as 
the  budget  estimate. 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $1,631,000  to  the  Navy,  “Servicewide 
supply  and  finance”  appropriation. 

The  restoration  will  provide  for  the  following : 

1.  Classified  pay  increases  for  planned  level  of  employment  necessary  in 
the  performance  of  servicewide  logistic  support  functions. 

2.  Restoration  of  funds  expended  from  the  regular  appropriation  for  un- 
programed supply  support  and  transportation  costs  due  to  the  Mideast  and 
Taiwan  crises. 

If  restoration  is  not  provided,  it  will  be  necessary,  since  the  classified  pay 
increases  must  be  supported  and  costs  in  connection  with  Mideast  and  Taiwan 
have  already  resulted  in  the  expenditure  of  funds,  to  increase  further  the  back- 
log of  essential  maintenance  and  repair  of  BUSANDA’s  facilities. 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

The  current  fiscal  year  1959  appropriation  for  S.W.S.  & F.N.  was  predicated  and 
justified  on  a normal  peacetime  tempo  of  operations.  The  abnormal  expenditure 
incident  to  the  increased  supply  support  for  the  Mideast  and  Taiwan  contingencies 
and  the  classified  pay  increases,  could  not  be  absorbed  and  were  financed  by 
“borrowing”  funds  needed  for  normal  expenditures  to  be  incurred  during  the 
fourth  quarter,  fiscal  year  1959. 

HOUSE  COMMITTEE  REPORT 

“*  * * The  need  for  these  additional  funds  is  due  primarily  to  the  added  costs 
generated  by  the  crises  in  the  Middle  East  and  Far  East.  While  a considerable 
part  of  the  supplemental  requests  are  attributable  to  such  activities,  and  to  in- 
creased pay  act  costs,  the  committee  is  not  convinced  that  the  full  amount  re- 
quested is  needed.  Some  reductions  have  been  made  in  each  item  and  the  specific 
amounts  for  each  item  of  appropriation  are  set  forth  in  the  table  at  the  end 
of  this  report  * * *” 
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DEPARTMENT  OF  THE  NAVY 

Servicewide  Operations,  Navy 
(Bill  p.  10,  line  15) 

(House  hearings,  pp.  347-351) 


1958  appropriation $106,622,200 

1959  appropriation  (regular  act) 117,993,000 

Supplemental  request  (H.  Doc.  58) 5,726,000 

House  allowance 5,  153,  000 

Restoration  requested 573,  000 


The  Department  of  the  Navy  requests  the  following  amendment: 

PROPOSED  AMENDMENT 

Page  10,  line  15,  strike  out  “$5,153,000”  and  insert  in  lieu  thereof  “$5,726,000”, 
an  increase  of  $573,000  over  the  House-approved  amount,  and  the  same  as  the 
budget  estimate. 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $573,000  to  the  Navy  servicewide  opera- 
tions appropriation.  The  restoration  would  provide  for  the  following:  (a)  The 
restoration  of  funds  expended  from  the  regular  appropriation  for  unforeseen 
communication  costs  incurred  in  connection  with  the  recent  Mideast  and  Taiwan 
crises,  and  (5)  the  minimum  amount  necessary  to  fund  the  additional  civilian 
pay  costs  ( Public  Law  85-462 ) . 

If  restoration  is  not  provided,  it  will  be  necessary  to  eliminate,  defer,  or  curtail 
procurement  of  critically  needed  electronic  equipment  for  the  naval  communica- 
tions system. 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

Since  the  beginning  of  the  fiscal  year,  the  “SWON”  appropriation  has  been 
forced  to  absorb  approximately  $2.3  million  in  unbudgeted  requirements.  To  do 
this,  it  has  been  necessary  to  eliminate,  defer,  or  curtail  many  urgent  electronic 
communications  and  other  programs.  The  restoration  of  $573,000  will  permit  an 
orderly  continuation  of  the  already  severely  curtailed  programs  in  this  appro- 
priation. 

HOUSE  COMMITTEE  REPORT 

The  need  for  these  additional  funds  is  due  primarily  to  the  added  costs  gen- 
erated by  the  crises  in  the  Middle  East  and  Far  East.  While  a considerable  part 
of  the  supplemental  requests  are  attributable  to  such  activities,  and  to  increased 
pay  act  costs,  the  committee  is  not  convinced  that  the  full  amount  requested  is 
needed.  Some  reductions  have  been  made  in  each  item  and  the  specific  amounts 
for  each  item  of  appropriation  are  set  forth  in  the  table  at  the  end  of  this  report. 

DEPARTMENT  OF  THE  AIR  FORCE 
Military  Personnel 
(Bill  p.  10,  line  19) 

(House  hearing,  p.  370) 


1958  appropriation $3,815,325,100 

1959  appropriation  (regular  act) 3,923,073,000 

Supplemental  Request  (H.  Doc.  58) 27,828,000 

House  allowance 18,  728,  000 

Restoration  requested 9, 100,  0000 


The  Department  of  the  Air  Force  requests  the  following  amendment : 

PROPOSED  amendment 

Page  10,  line  19,  strike  out  “$18,728,000”  and  insert  in  lieu  thereof  “$27,828,- 
000,”  an  increase  of  $9,100,000  over  the  House-approved  amount,  the  same  as 
the  supplemental  request. 
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EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $9,100,000  to  the  Air  Force  supple- 
mental  request  of  $27,828,000  to  the  fiscal  year  1959  military  personnel  appro- 
priation. 

The  restoration  will  provide  the  minimum  funds  required  to  finance  the  man- 
datory pay  and  allowance  costs  of  the  Air  Force  military  personnel  program 
for  fiscal  year  1959.  At  this  late  date  in  the  fiscal  year,  it  is  not  possible 
to  absorb  these  additional  costs  through  any  further  program  adjustments. 

If  the  restoration  is  not  provided,  it  appears  certain  that  a fund  deficiency 
will  result. 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

New  developments  which  had  a direct  impact  on  the  military  personnel 
appropriation  occurred  shortly  after  the  beginning  of  fiscal  year  1959.  These 
developments  were  the  result  of : the  international  crises  in  Lebanon  and 
Taiwan ; new  legislation  enacted ; and  increased  personnel  cost  factors.  Recog- 
nizing the  financial  implications  of  these  developments,  the  Air  Force  conducted 
a careful  reappraisal  of  the  military  personnel  program  in  November  and 
December  1958,  to  ascertain  what  possible  program  adjustments  could  be  made 
to  reduce  the  fund  requirements.  Significant  limiting  factors  in  this  program 
revision  were:  the  leadtime  necessary  to  effect  net  economies  in  the  program 
curtailment,  and  the  limited  time  remaining  in  fiscal  year  1959.  Under  this 
situation,  however,  aggressive  action  was  taken  to  effect  maximum  reductions. 
Among  the  major  actions  to  curtail  the  fiscal  year  1959  military  personnel  pro- 
gram were  the  following : 

1.  Procurement  of  nonprior  service  airmen  was  rephased  to  a later  date  and 
reduced  to  the  minimum  consistent  with  meeting  strength  objectives. 

2.  Warrant  officer  procurement  was  canceled. 

3.  The  recall  and  direct  appointment  of  commissioned  officers  was  delayed. 

4.  Approximately  34,000  noncareer  airmen  whose  enlistment  contracts  expire 
in  fiscal  year  1959  are  being  released  up  to  4 months  before  their  normal  date 
of  separation. 

5.  Officers  who  have  indicated  they  will  separate  from  the  service  upon  com- 
pletion of  their  minimum  service  contracts  in  fiscal  year  1959  are  being  released 
as  soon  as  possible  prior  to  their  normal  separation  dates. 

6.  Voluntary  extensions  of  oversea  tours  of  duty  have  been  encouraged  for 
all  personnel.  Also,  the  extension  of  oversea  tours  of  duty  beyond  48  months 
has  been  authorized. 

The  reduced  fund  requirements  resulting  from  these  program  adjustments  are 
not,  however,  sufficient  to  outweight  the  increased  costs  for  the  fiscal  year  1959 
military  personnel  appropriation  which  have  resulted  in  the  supplemental  request. 

The  two  items  in  the  supplemental  request  deleted  by  the  House  were  amounts 
needed  to  finance  (1)  the  temporary  increased  strength  authorization  asso- 
ciated with  the  international  crises  in  the  Middle  East  and  the  Far  East,  and 
(2)  the  increase  in  the  basic  monetary  allowance  for  subsistence  (commuted 
ratio  allowance)  for  airmen  authorized  to  mess  separately  which  was  directed 
by  the  Secretary  of  Defense  in  accordance  with  authority  granted  him  by  sec- 
tion 617  of  Public  Law  179,  83d  Congress,  in  response  to  the  rising  trend  in 
food  costs.  Neither  of  these  developments  are  of  a nature  which  could  be  ade- 
quately provided  for  in  advance.  The  outbreaks  in  the  Middle  East  and  Far 
East  occurred  at  a time  when  the  Air  Force  was  carrying  out  a planned  strength 
reduction  and  was  further  attempting  to  save  funds  for  internal  financial  ad- 
justments in  the  military  personnel  appropriation  through  early  release  of  non- 
career motivated  personnel.  To  assure  maximum  mission  capability  in  the  Mid- 
dle East  and  Far  East  for  the  duration  of  these  crises,  this  early  release  action 
had  to  be  temporarily  suspended.  An  unprogramed  2,000  man-year  overstrength 
resulted,  and  an  additional  $6  million  is  required  to  honor  the  pay  and  allow- 
ance costs  incurred.  Another  $3,100,000  is  needed  to  cover  the  cost  of  the  in- 
crease in  commuted  rotation  rate  from  $1.10  to  $1.15  per  day,  effective  January 
1,  1959.  Since  budgeting  procedure  restricts  the  basis  for  requesting  funds  to 
existing  price  levels,  this  additional  sum  for  airman  subsistence  allowance 
was  not  included  in  the  original  Air  Force  military  personnel  appropriation 
budget  estimate. 

In  order  to  finance  the  mandatory  personnel  costs  of  the  fiscal  year  1959 
military  personnel  program,  as  adjusted  by  all  feasible  economy  actions,  it  is 
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absolutely  necessary  that  the  Air  Force  obtain  the  full  amount  of  $27,828,000 
in  this  supplemental  request. 

HOUSE  COMMITTEE  REPORT 

“The  original  appropriation  for  military  personnel,  Air  Force,  was  $3,923,- 
073,000,  and  the  committee  has  considered  a supplemental  estimate  of  $27,828,000. 
An  appropriation  of  $18,728,000  is  recommended  which  includes  $15,127,000  to 
cover  increased  costs  resulting  from  higher  dependency  factors  and  increased 
years  of  service  by  grade  over  earlier  estimates,  and  $3,601,000  for  additional 
costs  generated  by  the  Social  Security  Amendments  of  1958.” 

DEPARTMENT  OF  THE  ARMY,  CORPS  OF  ENGINEERS 
Rivers  and  Harbors  and  Flood  Control — Operation  and  Maintenance 

(Bill  p.  33,  line  9) 

(House  hearings,  none) 


1958  appropriation $103,  850,  000 

1959  appropriation  (regular  act) 113,440,000 

Supplemental  request  (House  document) 1,138,000 

House  allowance 1,  024,  200 

Restoration  requested 113,  800 


The  Department  of  the  Army  requests  the  following  amendment : 

PROPOSED  AMENDMENT 

Page  33,  line  9,  strike  out  “$1,024,200”  and  insert  in  lieu  thereof  “$1,138,000”, 
an  increase  of  $113,800,  the  same  as  the  budget  estimate. 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $113,800  to  the  Army  (civil  functions) 
“Operation  and  maintenance”  appropriation. 

A reduction  of  $1 13,800  from  the  request  of  $1,138,000  required  to  pay  for  wage 
board  increases  during  period  July  1,  1958,  to  January  14,  1959,  would  necessi- 
tate the  deferment  of  urgently  needed  maintenance  work  to  compensate  for  the 
increased  labor  costs.  This  would  further  add  to  the  already  sizable  backlog  of 
critical  maintenance  work  that  has  been  deferred  for  lack  of  funds. 

Restoration  of  the  $113,800  will  permit  completion  of  presently  scheduled  main- 
tenance work  essential  during  the  current  year,  preventing  further  deterioration 
and  more  costly  repairs  at  a later  date. 

Rivers  and  Harbors  and  Flood  Control — General  Expenses 

(Bill  p.  33,  line  11) 

(House  hearings,  none) 


1958  appropriation $11,  751,  600 

1959  appropriation  (regular  act) 11,720,000 

Supplemental  request  (House  document) 1,046,000 

House  allowance 941,  400 

Restoration  requested 104,  600 


The  Department  of  the  Army  requests  the  following  amendment : 

PROPOSED  AMENDMENT 

Page  33,  line  11,  strike  out  “$941,400”  and  insert  in  lieu  thereof  “$1,096,000  of 
which  $50,000  shall  be  derived  by  transfer  from  the  appropriation  ‘U.S.  section, 
Saint  Lawrence  River  Joint  Board  of  Engineers,  civil’ 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $104,600  to  the  Army  (civil  functions) 
“General  expense”  appropriation  and  also  authorize  the  transfer  of  $50,000  sur- 
plus to  another  civil  functions  appropriation. 
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The  “General  expenses”  appropriation  provides  annual  requirements  princi- 
pally for  personal  services  in  executive  direction  and  management  and  regu- 
latory functions  to  an  expanding  public  works  program.  In  a current  expense 
type  of  appropriation  where  appropriations  are  normally  made  only  to  support 
a fixed  operation,  savings  of  any  appreciable  magnitude  can  only  be  achieved  if 
the  program  includes  activities  or  functions  susceptible  to  curtailment  or  discon- 
tinuance. The  “General  expenses”  appropriation  consists  mainly  of  graded  tech- 
nical employees  with  a long-time  continuous  service  which  results  in  a low  turn- 
over. The  supplemental  estimate  will  only  provide  increased  pay  cost  for  a 
minimum  staff  to  manage  this  program.  Accordingly  any  reduction  in  the  budget 
estimate  will  result  in  reduction  below  this  minimum. 

Over  the  past  few  years  the  corps  civil  works  program  has  been  expanded 
greatly  without  a proportionate  increase  in  funds  for  the  executive  direction 
and  management  of  that  program.  The  reduction  in  the  House  bill  would  mean 
a substantial  reduction  in  the  force  which  manages  and  directs  this  sizable 
program  which  over  the  past  few  years  has  not  only  become  larger  but  much 
more  complex.  It  is  essential  that  the  full  amount  requested  in  the  budget  esti- 
mate be  provided  in  order  that  the  Chief  of  Engineers  can  effectively  and  effi- 
ciently carry  on  his  mission  in  planning  and  construction  of  the  funded  multi- 
million dollar  fiscal  year  1959  public  works  program. 

The  full  amount  required  to  cover  pay  increase  costs  in  fiscal  year  1959  is 
$1,096,000.  However,  due  to  administrative  oversight  the  supplemental  request 
failed  to  include  language  changes  under  this  appropriation  to  provide  for  trans- 
fer of  surplus  funds  in  the  amount  of  $50,000  from  the  appropriation  “U.S.  sec- 
tion, Saint  Lawrence  River  Joint  Hoard  of  Engineers.  Corps  of  Engineers,  civil.” 
It  is  requested  that  this  language  change  be  authorized. 
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DEPARTMENT  OF  THE  ARMY 
Administration,  Ryukyu  Islands,  Army 
(Bill  p.  33,  line  16-17) 

(House  hearings,  p.  721) 


1958  appropriation $2,  475,  000 

1959  appropriation  (regular  act) 2,830,000 

Supplemental  request  (House  document) 32,000 

House  allowance 28,  800 

Restoration  requested 3,  200 


The  Department  of  the  Army  requests  the  following  amendment : 

PROPOSED  AMENDMENT 

Page  33,  line  17,  strike  out  “$28,800”  and  insert  in  lieu  thereof  “$32,000”,  an 
increase  of  $3,200  over  the  House-approved  amount,  and  the  same  as  the  budget 
estimate. 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $3,200  to  Administration,  Ryukyu 
Islands,  Army,  for  salaries  and  expenses. 

If  the  restoration  is  not  provided  there  is  a possibility  that  some  employees 
may  not  be  paid  or  will  have  to  accept  payless  furloughs. 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

The  House  recommended  reduction  in  payroll  expenses  means  that  it  may  be 
impossible  to  meet  fourth  quarter  USCAR  payroll  expense.  It  is  pointed  out 
that  recruitment  of  qualified  personnel  for  a farflung  outpost  like  Okinawa  is  in 
itself  a serious  problem.  Limitation  of  payroll  funds  will  serve  to  aggravate 
this  problem. 

DEPARTMENT  OF  THE  ARMY 
Research  and  Development 
(Bill  p.  34,  line  9) 


1958  appropriation $405,  045,  000 

1959  appropriation  (regular  act) 498,700,000 

Supplemental  request  (House  document) 9, 100,000 

House  allowance 8, 190,  000 

Restoration  requested 910,  000 


The  Department  of  the  Army  requests  the  following  amendment : 

PROPOSED  AMENDMENT 

Page  34,  line  9,  strike  out  “$8,190,000”  and  insert  in  lieu  thereof  $9,100,000,”  . 
an  increase  of  $910,000  over  the  House  approved  amount,  and  the  same  as  the 
supplemental  estimate. 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $910,000  to  the  Army  “Research  and 
development”  appropriation. 

The  restoration  would  preclude  the  necessity  for  further  reduction  in  R.  & D. 
technical  effort.  It  would  be  applied  to  the  Army  nuclear  power  program.  It 
will  partially  fill  a deficiency  in  funding  for  development  of  a nuclear  powerplant 
for  use  in  remote  areas.  Thus,  funds  programed  and  budgeted  for  high  priority 
projects  would  not  have  to  be  diverted  to  pay  increased  personnel  costs. 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

The  fiscal  year  1959  Army  R.  & D.  appropriation,  even  prior  to  the  pay  raise, 
was  inadequate  to  fund  all  of  the  high  priority  projects  that  should  be  included 
in  the  program.  The  increased  costs  resulting  from  the  civilian  pay  raise  would 
require  a further  reduction  in  R.  & D.  effort  in  the  amount  of  $9.1  million  if 
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additional  funds  were  not  made  available.  In  view  of  the  extremely  limited  funds 
available  in  comparison  to  high  priority  program  requirements  a further  reduc- 
tion of  this  amount  was  considered  unacceptable.  Therefore,  a supplemental 
appropriation  request  was  submitted.  The  reduction  of  this  request  in  the 
amount  of  $910,000  will  of  course  have  an  effect  on  the  level  of  Army  R.  & D. 
work  by  decreasing  effort  throughout  the  program. 

HOUSE  COMMITTEE  REPORT 

None. 

DEPARTMENT  OF  THE  ARMY 
Operation  and  Maintenance,  Alaska  Communications  System 

(Bill  p.  34,  line  12) 


1958  appropriation $5,  586,  000 

1959  appropriation  (regular  act) 5,500,000 

Supplemental  request  (House  document) 176,000 

House  allowance 158,  400 

Restoration  requested 17,  600 


The  Department  of  the  Army  requests  the  following  amendment : 

PROPOSED  AMENDMENT 

Page  34,  line  12,  strike  out  “$158,400”  and  insert  in  lieu  thereof  “$176,000,”  an 
increase  of  $17,600  over  the  House  approved  amount,  and  the  same  as  the  sup- 
plemental estimate. 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $17,600  to  the  “Operation  and  main- 
tenance, Alaska  Communication  System”  appropriation. 

The  restoration  would  provide  for  $17,600  to  employ  17  additional  telephone 
operators  needed  to  handle  the  normal  increased  traffic  load  on  the  Alaska  Com- 
munication System  during  the  last  quarter  of  the  fiscal  year. 

If  the  restoration  is  not  provided  it  will  result  in  limitation  of  service  nor- 
mally provided  by  the  Alaska  Communication  System. 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

The  effect  of  this  amendment  will  be  to  permit  the  Alaska  Communication 
System  to  service  the  normal  increase  in  telephone  traffic  and  obviate  the  neces- 
sity for  reducing  the  efficiency  of  service  on  long  distance  calls  except  those  of 
an  emergency  or  priority  nature.  In  order  to  handle  the  increased  traffic,  the 
Army  is  currently  training  or  recruiting  additional  telephone  operators  to  be  on 
duty  in  the  fourth  quarter  of  fiscal  year  1959,  on  the  assumption  that  the  entire 
$176,000  would  be  received. 


HOUSE  COMMITTEE  REPORT 

None. 

DEPARTMENT  OF  THE  NAVY 
Navy  Personnel,  General  Expenses 
(Bill  p.  34,  line  14) 


1958  appropriation  (adjusted) $S4,  300,  000 

1959  appropriation  (regular  act) 85,442,000 

Supplemental  request  ( II.  Doc.  No.  90) 2,630,000 

House  allowance 2,  367,  000 

Restoration  requested 263,  000 


The  Department  of  the  Navy  requests  the  following  amendment : 

proposed  amendment 

Page  34,  line  14,  strike  out  “$2,367,000”  and  insert  in  lieu  thereof  “$2,630,000”, 
an  increase  of  $263,000  over  the  Plouse-approved  amount,  and  the  same  as  the 
budget  estimate. 
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EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $263,000  to  the  “Navy  personnel, 
general  expenses”  appropriation. 

The  restoration  would  provide  for  : 

Continuation  of  the  program  to  reduce  deferred  maintenance ; needed  replace- 
ment of  training  equipment ; and  prevention  of  reductions  in  important  aspects 
of  personnel  administration  and  training  programs. 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

If  the  restoration  is  not  provided  it  will  curtail  training  programs  essential 
for  meeting  the  threat  to  the  country  existing  during  this  period  of  extreme 
tension.  Even  in  anticipation  of  the  full  supplemental  it  has  been  necessary  to 
reduce  civilian  personnel  numbers  by  278,  or  3.19  percent  of  the  total,  causing 
severe  maintenance  deficiencies.  It  is  mandatory  that  suitable  facilities  be 
provided  for  the  personnel  required  to  meet  this  threat  and  there  should  be 
no  reduction  in  the  means  of  best  recruitment,  training  and  placement  of 
military  personnel. 

HOUSE  COMMITTEE  REPORT 


(Nothing  pertinent.) 

Research  and  Development,  Navy 
(Bill  p.  34,  line  15) 


1958  appropriation $573,  406,  386 

1959  appropriation  (regular  act) 821,285,000 

Supplemental  request  (H.  Doc.  No.  90) 9,  994,  000 

House  allowance 8,  994,  600 

Restoration  requested 999,  400 


The  Department  of  the  Navy  requests  the  following  amendment. 

PROPOSED  AMENDMENT 

Page  34,  line  15,  strike  out  “$8,994,600”  and  insert  in  lieu  thereof  $9,994,000”, 
an  increase  of  $999,400  over  the  House-approved  amount,  and  the  same  as  the 
budget  estimate. 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $999,400  to  the  “Navy  research  and 
development”  appropriation. 

The  restoration  would  provide  for  the  prosecution  of  the  currently  approved 
research  and  development  program. 

If  the  restoration  is  not  provided,  certain  research  and  development  projects 
for  which  funds  are  currently  allocated  will  have  to  be  eliminated  or  deferred. 
Examples  of  such  projects  include  the  instrumentation  of  the  flying  laboratory, 
the  Talos,  Tartar,  and  Terrier  shipboard  simulation  system,  and  high  tempera- 
ture materials  (molybdenum). 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

The  Navy’s  research  and  development  program  has  absorbed  more  than  $12 
million  in  pay  costs  during  the  fiscal  year  1959  over  and  above  the  $9,994  mil- 
lion requested  for  the  graded  pay  increases  in  this  supplemental. 

Both  the  technical  and  financial  plans  for  fiscal  year  1959  were  based  on 
absorbing  the  $12  million  and  receiving  $9,994  million  in  supplemental  funds. 
Based  on  this  assumption  certain  projects  were  held  in  abeyance  pending  receipt 
of  the  supplemental  funds.  The  proposed  cut  in  the  supplemental  request  will  re- 
quire that  research  and  development  projects  amounting  to  $1  million  planned  for 
funding  late  in  fiscal  year  1959  will  have  to  be  canceled  or  supported  by  cancel- 
ing other  projects  in  fiscal  year  1960.  Examples  of  such  actions  include  the 
instrumentation  of  the  flying  laboratory,  the  Talos,  Tartar,  and  Terrier,  ship- 
board simulation  systems,  and  high  temperature  materials  (molybdenum). 
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DEPARTMENT  OF  THE  AIR  FORCE 
Operation  and  Maintenance 
(Bill  p.  34,  line  20) 


1958  appropriation $4,  099,  597,  900 

1959  appropriation  (regular  act) 4,053,975,000 

Supplemental  request  (House  document) 69,000,000 

House  allowance 62, 100,  000 

Restoration  requested 6,  900,  000 


The  Department  of  the  Air  Force  requests  the  following  amendment : 

PROPOSED  AMENDMENT 

Page  34,  line  20,  strike  out  “$62,100,000”  and  insert  in  lieu  thereof  “$69,000,- 
000”,  an  increase  of  $6,900,000  over  the  House-approved  amount,  the  same  as 
the  supplemental  request. 

EFFECT  OF  PROPOSED  AMENDMENT 

The  requested  amendment  will  restore  $6,900,000  to  the  Air  Force  “Operation 
and  maintenance”  appropriation. 

This  restoration  will  permit  the  Air  Force  to  proceed  through  the  remainder 
of  the  fiscal  year  without  the  major  reprograming  actions  that  would  be  required 
to  accommodate  the  reduction  imposed  by  the  House.  Such  reprograming 
actions,  if  they  became  necessary  this  late  in  the  fiscal  year  would  impair  the 
accomplishment  of  the  missions  assigned  to  the  operating  commands  of  the 
xVir  Force. 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

The  House  committee  report  did  not  give  any  explanation  as  to  the  basis  for 
its  reduction  in  the  Air  Force  request.  On  page  1 cf  the  report  in  the  summary 
of  bill  it  is  stated : 

“The  committee  has  viewed  with  considerable  concern  the  fact  that  the  trend 
in  employment  in  Government  is  upward.  The  problem  is  widespread.” 

The  above  statement,  however,  cannot  be  construed  as  applying  to  the  Air 
Force.  The  Air  Force  has  reduced  total  permanent  direct  hire  employees  paid 
from  this  appropriation  from  312,979  in  fiscal  year  1958  to  293,787  in  fiscal  year 
1959.  If  the  reduction  were  to  be  applied  against  the  civilian  personnel  force 
this  late  in  the  year  it  would  be  necessary  to  lay  off  approximately  11,000  addi- 
tional personnel  because  of  terminal  leave  costs,  layoff  notice  periods,  and  the 
like.  Reduction-in-force  procedures  which  involve,  among  other  things,  the 
retention  rights  of  each  individual  employee,  would  cause  the  dislocation,  reloca- 
tion, and  retaining  of  a far  greater  number  of  personnel.  This  action  would 
seriously  disrupt  Air  Force  operations  worldwide.  Other  methods  of  applying 
this  reduction  would  be  equally  serious. 

Throughout  this  fiscal  year,  the  Air  Force  has  programed  on  two  basic  and 
closely  interrelated  assumptions:  (1)  That  additive  fund  requirements  asso- 

ciated with  the  Federal  Employees  Salary  Increase  Act  of  1958  would  be 
honored ; and  (2)  That  it  would  be  necessary  for  the  Air  Force  to  accommodate, 
by  management  actions,  all  other  net  additive  costs  arising  from  price  changes, 
program  changes,  or  changes  in  activity  levels  which  were  unforeseen  and  there- 
fore not  provided  for  in  the  appropriation  as  enacted. 

The  first  of  these  assumptions  was  based  upon  the  fact  that  the  President’s 
budget  for  fiscal  year  1959  did  not  and  could  not  include  provision  in  the  various 
appropriation  accounts  for  pay  increase  costs  resulting  from  legislation  not  yet 
enacted : nevertheless,  the  necessity  for  additional  funding  for  this  purpose  was 
recognized  by  inclusion  in  the  President’s  budget  of  a one-line  item  to  provide 
for  later  transmission  of  pay  increase  requirements  for  the  Department  of 
Defense. 

The  Air  Force  has  fulfilled  the  responsibilities  it  assumed  in  connection  with 
the  second  basic  assumption,  by  program  management  actions  in  lieu  of  requests 
for  supplemental  appropriations.  In  doing  so,  the  Air  Force  has  had  to  accom- 
modate very  substantial  unprogramed  and  unbudgeted  costs  in  connection  with 
the  Lebanon-Taiwan  crises : pay  increases  for  wage  board  employees ; increased 
postal  costs  due  to  the  Postal  Pay  Act ; payments  in  lieu  of  taxes  pursuant  to 
Public  Law  85-579 ; and  increased  requirements  for  medical  care  of  dependents. 
In  the  aggregate,  these  additive  requirements,  for  which  supplemental  appropria- 
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tions  have  not  been  sought,  far  exceed  the  amount  required  to  meet  classified 
pay  increase  costs. 

As  a result  of  the  actions  already  taken,  and  because  so  much  of  the  fiscal  year 
has  already  elapsed,  the  programing  and  management  flexibility  of  the  Air  Force 
has  now  been  taxed  to  the  utmost.  Had  all  these  facts  been  fully  known  to  the 
House  Committee  on  Appropriations,  we  believe  that  the  entire  amount  requested 
by  the  Air  Force  would  have  been  approved. 

In  the  event  the  amount  of  the  House  reduction  were  not  restored,  the  Air 
Force  could  not  now  make  program  adjustments  or  take  other  management  ac- 
tions to  reduce  operating  requirements  to  this  extent  without  serious  disruption 
of  Air  Force  programs. 

Department  of  the  Army — Military  Personnel,  Army,  1956 


Program  and  financing 


1956  precently 
available 

1956  revised 
estimate 

Increase 

Propram  by  activities: 

1.  Pay  and  allowances  of  military  personnel.  

2.  All  other  . - ..  . . 

$3,  205,  715, 000 
473,  380,  000 

$3, 212, 815, 000 
473, 380, 000 

$7,100,000 

Total  obligations ..  ..  . 

Financing:  Appropriation  (adjusted).  . . ... 

3,  679, 095,  000 

3,  686, 195,  000 

7, 100, 000 

3,  679, 095,  000 

3, 686, 195, 000 

7, 100, 000 

Object  classification 


1956  presently 
available 

1956  revised 
estimate 

Increase 

01  Personal  services:  Military ..  ...  _ 

All  other  objects.  ...  

$3, 183, 338,  720 
495,  756, 280 

$3, 190,  438,  720 
495,  756, 280 

$7, 100, 000 

Total  obligations.  ...  ..  . ...  . ... 

3,  679, 095, 000 

3,  686, 195, 000 

7,100,000 

Department  of  the  Army — Military  Personnel,  Army,  1957 

Program  and  financing 


1957  presently 
available 

1957  revised 
estimate 

Increase 

Program  by  activities: 

1.  Pay  and  allowances  of  military  personnel _ 

2.  All  other.  ...  ._  ...  

$3, 129,  997, 054 
464, 141,  558 

$3,  137, 897,  054 
464, 141, 558 

$7, 900, 000 

Total  obligations 

Financing:  Unobligated  balance  transferred  from  “Pro- 
curement and  production,  Army”  (71  Stat.  178) 

New  obligational  authority.  . __  

New  obligational  authority: 

Appropriation  _ __  

3,  594, 138,  612 
-27,  444.  000 

3,  602,  038,  612 
-27,  444,  000 

7, 900, 000 

3,  566,  694,  612 

3,  574,  594,  612 

7,  900, 000 

3,  566,  704,  000 
-9,  388 

3,  574,  604,  000 
-9,  388 

7, 900, 000 

Transferred  to  “National  Library  of  Medicine,  Public 
Health  Service”  (70  Stat.  962) 

Appropriation  (adjusted).  

3,  566,  694,  612 

3,574, 594,  612 

7,  900,  000 

Object  classification 


1957  presently 
available 

1957  revised 
estimate 

Increase 

01  Personel  services:  Militarv 

$3, 110,  997,  022 
483, 141,  590 

$3, 118,  897,  022 
483, 141,  590 

$7, 900, 000 

All  other  objects.  

Total  obligations ... 

3,  594, 138,  612 

3,  602,  038,  612 

7,  900, 000 
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Department  of  the  Army — Operation  and  Maintenance,  Army 

Program  and  financing 


Presently 
available, 
fiscal  vear 
1959 


Revised  esti- 
mate, fiscal 
year  1959 


Increase 


Propram  by  activities: 

Direct  obligations: 

1.  Tactical  forces 

2.  Training  activities 

3.  Central  supply  activities 

4.  Major  overhaul  and  maintenance  of  materiel... 

5.  Medical  activities 

6.  Armywide  activities 

7.  Army  Reserve  and  Reserve  Officers’  Training 

Corps 

3.  Joint  projects 

Total  direct  obligations 

Reimbursable  obligations: 

1.  Tactical  forces 

2.  Training  activities 

3.  Central  supply  activities 

4.  Major  overhaul  and  maintenance  of  materiel. .. 

5.  Medical  activities  

6.  Armywide  activities 

7.  Army  Reserve  and  Reserve  Officers’  Training 

Corps 

8.  Joint  projects - 

Total  reimbursable  obligations 

Supplemental  required  for  pay  increase 

Total  obligations 

Financing: 

Unobligated  balance  brought  forward  (69  Stat.  438)... 
; j.  Unobligated  balance  (anticinated  reimbursements  to 
i be  earned  from  military  assistance  fund  reservations) 

transferred  from  other  Army  accounts 

Advances  and  reimbursements  from— 

Deliveries  of  materiel  common  to  U.S.  require- 
ments ordered  by  military  assistance  in  current 

year 

Other  accounts 

Non-Federal  sources 

Anticmatei  reimbursements  for  future  year  deliveries 
of  materiel  common  to  U.S.  requirements  by 

military  assistance  in  current  year 

Unobligated  balance  carried  forward  (69  Stat.  438) 

New  obligational  authority 

New  obligational  authority: 

Appropriation 

Transferred  to — 

“Operating  expenses,  National  Archives  and 
Records  Service,”  General  Services  Adminis- 
tration  

“Operation  and  maintenance,  Air  Force”  (63 

Stat.  589) 

“Sdaries  and  expenses,  Secretary  of  Defense” 
(63  Stat.  589) 

Appropriation  (adjusted) 


$785, 645, 000 

192. 855.000 
922,  653,815 

285. 806. 000 

169. 403. 000 

486. 320. 000 

90,  227, 000 

158. 385. 000 


$790,  445, 000 

192.855.000 
936,  253, 815 
285.  806, 000 

169. 403. 000 

492. 920. 000 

90,  227, 000 

158. 385. 000 


3, 091, 294,  815 


3,116.  294,  815 


72. 918. 000 
13,  786, 000 

125,  614, 000 

136. 036. 000 

103. 423. 000 
16, 907,  000 

402, 000 

31. 888. 000 


72.  918,000 
13.  786, 000 
125,  614. 000 
136. 036, 000 
103,  423.  000 
16, 907, 000 

402,  000 
31,  888.  000 


500.  974,  000 
-17,  400, 000 


500, 974.  000 


3.  574.  868,  815 


3,  617,  268,  815 


-43,  210, 191 
-53, 157, 195 


-10,  000, 000 
-335,  769, 000 
-69, 535, 000 


-33.  000.  000 
43.  697, 386 


-43,  210, 191 
-53, 157, 195 


-10, 000.  000 
-335,  769,  000 
-69, 535, 000 


-33,  000. 000 
43.  697, 386 


3. 073, 894, 815 


3, 116,  294,815 


3, 078, 208, 000 

-581, 000 
-3, 177, 185 
-555, 000 


3, 120,  608, 000 

-581,000 
-3, 177, 185 
-555, 000 


$4,800,000 

13,600,000 


6, 600,000 


25. 000, 000 


17,  400.  000 


42.  400,  000 


42, 400, 000 


42, 400, 000 


3. 073, 894, 815 


3,116, 294, 815 


42,400,000 
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Object  classification 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

Personal  service  obligations: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  service  obligations 

Direct  obligations: 

01  Personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 
Labor  contracts  with  other  governments 

08  Supplies  and  materials 

09  Equipment 

10  Lands  and  structures 

11  Grants,  subsidies,  and  contributions 

12  Pensions,  annuities,  and  insurance  claims 

13  Refunds,  awards,  and  indemnities 

14  Interest 

15  Taxes  and  assessments 

Unvouchered 

Subtotal 

Deduct  quarters  and  subsistence  charges 

Total  direct  obligations 

Reimbursable  obligations: 

01  Personal  services 

02  Travel - 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction... 

07  Other  contractual  sendees 

Services  performed  by  other  agencies 

08  Supplies  and  materials 

09  Equipment 

10  Lands  and  structures 

11  Grants,  subsidies,  and  contributions.. 

15  Taxes  and  assessments 

Total  reimbursable  obligations 

Supplemental  required  for  pay  increase 


Presently 
available, 
fiscal  year 
1959 

Revised  esti- 
mate, fiscal 
year  1959 

Increase 

294, 109 
1,286 

294, 109 
1,286 

284,  8S5 

284. 885 

281,  366 

281,  366 

$1, 263.  942. 000 

$1, 263.  942, 000 

4.  998,  000 

4, 998, 000 

34, 162, 000 

34, 162, 000 

1,  303, 102,  000 

1. 303, 102, 000 

1, 193,  595, 000 

1, 193,  595, 000 

61.  317,  000 

61, 355,  000 

$38, 000 

144,  788,  000 

151.239.  000 

6, 451. 000 

53.  978. 000 

53.  983.  000 

5,000 

87, 857,  000 

87.  939, 000 

82, 000 

19, 302.  000 

19,  302.  000 

416, 073  500 

424,  791.  500 

8,718,000 

36,  189,  000 

36.  189.  000 

180, 159,  000 

180, 159.  000 

685.  952.  000 

688.  395.  000 

2,  443,  000 

137.  443.  000 

144.  706.  000 

7,  263,  000 

3 733.  000 

3.  733.  000 

63,  839.  000 

63.  839.  000 

1.000 

1.  000 

1,  283,  000 

1,  283.  000 

1.  315 

1.315 

1,  080.  000 

1, 080.  000 

4,  750.  000 

4.  750,  000 

3,  091.  340,  815 

3. 116,  340.  815 

25, 000, 000 

46.  000 

46.000 

3.  091.  294.  815 

3. 116.  294.  815 

25.  000, 000 

109.  507,  000 

109,  507.  000 

2,  299.  000 

2,  299,  000 

24,  847.  000 

24.  847.  000 

5.  847.  000 

5.  847.  000 

20,  765,  000 

20,  765,  000 

2, 813,  000 

2, 813.  000 

161,701.000 

161,  701.  000 

1, 862,  000 

1,  862,  000 

125,  957,  000 

125,  957,  000 

37, 920,  000 

37. 920, 000 

981,  000 

981,000 

6, 379,  000 

6, 379,  000 

96,000 

96, 000 

500, 974,  000 

500, 974,  000 

-17.  400,000 

17, 400, 000 

3, 574, 868, 815 

3, 617, 268, 815 

42, 400,  000 

Total  obligations 
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Department  of  the  Army — Army  National  Guard  (1958) 

Program  and  financing 


Fiscal  year 
1958  presently 
available 

Fiscal  year 
1958  revised 
estimate 

Increase  (+) 
or 

decrease  (— ) 

Propram  by  activities: 

Direct  obligations: 

1.  Military  personnel... 

2.  All  other 

$201, 252, 681 
183,  547, 319 

$204, 317, 681 
133,  547, 319 

+$3, 065, 000 

Total  direct  obligations 

Reimbursable  obligations: 

1.  Military  personnel 

334, 800,  000 

337, 865,  000 

+3,065,000 

834,  940 
775,  540 

834,  940 
775,  540 

2.  All  other.  

Total  reimbursable  obligations 

1, 610,  480 

1,610,480 

Total  obligations 

Financing: 

Advances  and  reimbursements  from— 

Other  accounts  

336, 410,  480 

-1,  050, 876 
-559,  604 

339, 475, 480 

-1,050,876 
-559,  604 

+3, 065, 000 

Non-Federal  sources 

Appropriation  (new  obligational  authority) 

334, 800,  000 

337, 865, 000 

+3, 065, 000 

Object  classification 

Fiscal  year 
1958  presently 
available 

Fiscal  year 
1958  revised 
estimate 

Increase  (+) 
or 

decrease  (— ) 

Personal  service  obligations: 

Total  civilian 

$93, 145,  363 
163, 110, 033 

$93, 145,  363 
166, 175, 033 

Total  military  

+$3, 065, 000 

Total  personal  service  obligations 

Direct  obligations: 

01  Personal  services 

256, 255,  396 

259,  320, 396 

+3, 065, 000 

256, 133, 101 
78,  666,  899 

259, 198, 101 
78, 666, 899 

+3, 065,  000 

All  other... 

Total  direct  obligations 

Reimbursable  obligations: 

01  Personal  services  

334,  800, 000 

337,  865, 000 

+3, 065, 000 

122,  295 
1,  488, 185 

122, 295 
1,  488, 185 

All  other.  . 

Total  reimbursable  obligations  

1,  610,  480 

1,  610.  480 

Total  obligations 

336,  410,  480 

339,  475, 480 

+3, 065,000 

prepared  statement 

Senator  Chavez.  We  are  happy  to  have  with  ns  the  Under  Secre- 
tary of  the  Army,  Mr.  Hugh  Milton,  who  will  speak  on  these  items. 
You  may  proceed,  Mr.  Secretary. 

Mr.  Milton.  Mr.  Chairman  and  Mrs.  Smith  and  gentlemen  of  the 
committee;  I wish  to  address  my  remarks  to  four  other  items  in  the 
same  proposed  bill  which  Mr.  Brucker  has  just  addressed  himself  to, 
and  to  answer  the  questions  raised  by  Senator  Saltonstall  as  to  the 
differences  between  the  requested  sums  and  those  appropriated  on  the 
report  recommended  by  the  House  of  Representatives. 

I do  have  a prepared  statement.  I have  the  feeling  that  you  would 
rather  that  I would  brief  it  in  generalities  and  defer  details  for  ques- 
tioning ? 

Senator  Chavez.  All  right ; you  may  give  us  the  highlights  of  your 
statement  and  we  will  file  the  statement  for  the  record. 
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(The  statement  referred  to  follows :) 

Statement  by  the  Honorable  Hugh  M.  Melton  II,  Under  Secretary  of  the 

Army 

Mr.  Chairman  and  gentlemen  of  the  committee,  with  your  permission,  I will 
now  initiate  discussion  on  the  Department  of  the  Army  military  functions  sup- 
plemental budget  requests  currently  before  the  committee. 

My  remarks  relate  to  the  restoration  of  House  reductions  in  four  separate 
Army  appropriations  covering  deficiencies  in  prior  fiscal  years  as  well  as  for 
the  current  fiscal  year,  fiscal  year  1959.  These  appropriations  are  as  follows : 

First  the  “Military  personnel”  appropriation  is  deficient  by  $7.1  million  in 
fiscal  year  1956,  and  by  $7.9  million  in  fiscal  year  1957.  These  deficiencies  were 
due  primarily  to  difficulty  in  estimating,  with  preciseness,  the  cost  of  increased 
military  personnel  compensation  and  dependency  benefits  granted  late  in  fiscal 
year  1955 ; and  the  underestimating  of  the  number  of  enlisted  men  entitled  to 
draw  dependency  benefits.  These  deficiencies  occurred  even  though  the  number 
of  military  personnel  did  not  exceed  the  programed  strengths.  The  Depart- 
ment of  the  Army  has  taken  specific  action  to  improve  budgeting  and  financial 
management  under  this  appropriation.  We  believe  that  with  these  improve- 
ments the  likelihood  of  a recurrence  of  this  situation  is  remote.  The  Depart- 
ment of  Defense  study  to  improve  financial  management  in  the  “Military  per- 
sonnel” appropriation  mentioned  in  the  House  report  applies  to  all  three  services 
and  if  further  improvements  materialize  as  a result  of  this  study,  they  will  be 
incorporated  in  our  procedures.  We  are  anxious  to  improve  our  estimating 
ability.  However,  this  study  will  have  no  effect  whatever  on  the  deficiencies 
under  consideration  since  they  relate  to  fiscal  year  1956  and  1957. 

Second,  the  “Operation  and  maintenance”  appropriation  is  deficient  in  fiscal 
year  1959.  Our  request  of  $42.4  million  in  this  appropriation  is  based  on  two 
developments.  Of  the  total,  $17.4  million,  “Operation  and  maintenance”  supple- 
mental request  is  the  deficiency  accruing  from  Public  Law  85-462  which  pro- 
vided a 10  percent  pay  raise  to  classified  civilian  employees.  The  remaining 
$25  million  is  to  offset  the  extraordinary  costs  this  appropriation  incurred  dur- 
ing the  emergency  in  the  Middle  East  in  the  first  quarter  of  this  fiscal  year. 

I will  now  briefly  discuss  each  of  these  two  operation  and  maintenance  items. 

Public  Law  85-462  had  a $75.4  million  impact  on  the  “Operation  and  mainte- 
nance” appropriation  in  fiscal  year  1959.  This  requirement  was  carefully  com- 
puted by  applying  the  authorized  pay  raise  to  the  number  of  eligible  civilian 
employees  by  grade  taking  into  consideration  the  personnel  losses  anticipated 
throughout  the  year. 

The  Department  of  the  Army  is  meeting  this  $75.4  million  civilian  pay  raise 
requirement  in  accordance  with  the  Department  of  Defense  financial  plan  for 
fiscal  year  1959.  This  plan  directs  that  $58  million  of  the  $75.4  million  require- 
ment be  absorbed  within  the  amount  appropriated  by  Congress.  More  spe- 
cifically. this  $58  million  absorption  is  from  the  S76  million  Congress  added  to 
the  President’s  budget  to  hold  the  strength  of  the  Active  Army  at  900,000  and 
that  of  the  Reserve  components  at  700.000.  This  leaves  a deficiency  of  $17.4 
million  to  which  the  Director  of  the  Bureau  of  the  Budget  1ms  certified  and 
which  cannot  be  absorbed  due  to  other  unprogramed  requirements  arising  in 
fiscal  year  1959.  One  of  these,  of  course,  was  the  Middle  East  or  Lebanon  situa- 
tion itself. 

With  the  mounting  tension  in  the  Middle  East,  the  Joint  Chiefs  of  Staff 
directed  the  Army  on  July  15.  1958.  to  prepare  and  land  a task  force  of  sufficient 
size  to  serve  as  a show  of  force  in  support  of  LT.S.  interests.  The  task  force  was 
to  be  prepared  to  enter  into  and  support  combat  operations  for  a limited  period 
if  the  situation  deteriorated  to  that  extent.  A task  force  of  25,000  was  planned 
to  accomplish  these  objectives. 

I wish  to  emphasize,  Mr.  Chairman,  that  insofar  as  the  Deportment  of  the 
Army  was  concerned,  this  crisis  could  well  have  been  the  outbreak  of  open 
hostilities.  Therefore  the  planning  and  operations  which  actually  took  place 
were  somewhat  in  excess  of  what  would  have  been  required  merely  to  support 
the  approximately  8.000  troops  which  were  actually  landed  in  the  area  and 
remained  there  for  approximately  3 months. 


390  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 


We  had  to  prepare  combat  and  supporting  forces  in  the  United  States  on  the 
assumption  that  the  full  force  of  25,000  alerted  for  the  movement  would  par- 
ticipate in  the  operation.  Supplies  and  equipment  in  the  hands  of  alerted  troops 
had  to  he  augmented  to  reach  authorized  levels ; the  resupply  of  these  troops 
had  to  he  initiated  at  the  same  time  in  order  to  forestall  a break  in  the  pipeline. 
At  the  termination  of  the  operation  it  was,  of  course,  necessary  to  return  troops, 
supplies,  and  equipment. 

The  total  net  cost  of  the  Middle  East  emergency  to  the  operation  and  mainte- 
nance appropriation  was  $30.4  million.  This  was  the  direct  cost  of  the  logistic 
actions  involved  in  preparing  and  supporting  the  task  force  and  in  recovery  ac- 
tions at  the  termination  of  the  operation.  This  cost  of  $30.4  million  does  not 
include  the  indirect  costs  of  supporting  the  Active  Army  at  a strength  of  approxi- 
mately 900,000  through  most  of  the  first  half  of  the  fiscal  year  and  which  was 
reportedly  maintained  at  this  level  because  of  the  Middle  East  and  Formosa 
situations. 

Of  this  net  cost  of  $30.4  million,  $8.8  million  was  a direct  cost  to  our  major 
command  in  Europe  and  the  remaining  $21.6  million  represents  costs  incurred 
by  our  combat  and  supporting  forces  in  the  United  States. 

Although  the  Middle  East  operation  actually  cost  the  Army  $30.4  million,  the 
supplemental  request  for  this  purpose  is  $25  million.  This  amount  is  distributed 
to  three  of  the  eight  operation  and  maintenance  budget  programs  as  follows : 

Budget  program  2000  “ Tactical  forces ,”  $4,800,000 

This  budget  program  financed  the  direct  support  of  the  tactical  forces  partici- 
pating in  or  preparing  for  the  Lebanon  operation.  The  $4.8  million  requested  for 
this  budget  program  covers  three  general  categories  of  requirements : 


For  minor  supplies,  spare  parts,  and  minor  items  of  equipment  to 

bring  the  units  up  to  authorized  levels  of  supply $1,  600,  000 

For  replacement  of  supplies  and  equipment  on  hand  in  units  at  the 

time  of  the  emergency  but  which  were  not  combat  serviceable 1,  900,  000 

Temporary-duty  travel,  transportation  within  the  United  States, 

overtime  and  similar  costs  involved  in  support  of  tactical  forces 1,  300,  000 

Budget  program  2200  “ Central  supply  activities $13,600,000 


This  $13.6  million  is  to  cover  the  costs  of  the  major  logistics  activities  involved 
in  preparing,  transporting,  and  supporting  the  forces  actually  sent  to  Lebanon 
and  in  preparing  those  forces  which,  although  earmarked  for  Lebanon,  were  not 
deployed.  Recovery  of  the  supplies  and  equipment  for  return  to  the  appropriate 
supply  agency  at  the  termination  of  the  operation  generated  similar  charges  in- 
cluded within  the  $13.6  million  requested  for  this  budget  program.  These  prin- 
cipal activities  and  the  net  costs  of  each  are  outlined  below : 

Supply  and  distribution  costs  of  stock  control,  packaging,  handling, 


processing,  and  inspecting  supplies  and  similar  supply  activities — $6,  414,  000 

Military  Sea  Transportation  Service  charges 4,436,000 

Inland  line  haul  costs 1»  850,  000 

Port  operations 350,  000 

Other  transportation  costs 550, 000 


Total 13,  600,  000 

Budget  program  2500  “Army wide  activities,”  $6,600,000 


The  principal  costs  incurred  in  this  budget  program  as  a result  of  the  Lebanon 
action  are  associated  with  the  necessity  to  obtain  adeouate  and  reliable  com- 
munications, military  surveys,  and  maps.  The  $6.6  million  requested  for  this 
budget  program  is  for  the  procurement,  fabrication,  and  supply  of  communica- 
tions and  cryptographic  equipment  for  use  in  Lebanon  and  for  receiving,  trans- 
mitting, and  relay  equipment  at  other  stations  to  tie  into  the  Lebanon  communi- 
cations system.  Stations  in  this  latter  category  were  at  Asmara  in  Eritrea, 
Ankara  in  Turkev,  and  H^dcl^^g.  Military  surveys  and  map  requirements  are 
also  included  within  this  $6.6  million. 

Although  the  operation  and  maintenance  appropriation  will  be  in  a critical 
financial  condition  in  fiseal  year  1959  even  if  the  $42.4  million  sunnlemental 
request  is  approved,  the  House  of  Representatives  has  approved  only  $38,160,000 
0f  *42.4  million  requested.  It  is  recommended  that  the  House  reduction  of 
$4,2^0  000  be  restored. 

As  I have  previously  indicated,  the  Lebanon  operation  actually  cost  the  Army 
$30.4  million.  Additionally,  the  costs  of  the  Formosa  emergency  are  estimated 
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at  $2  3 million.  The  $25  million  requested  for  the  Middle  East  emergency  is 
therefore  $7.7  million  short  of  covering  these  two  emergency  actions.  I have 
also  indicated  that  there  were  indirect  costs  involved  in  supporting  troop 
strengths  at  higher  than  programed  levels.  This  cost  the  operation  and  mainte- 
nance appropriation  an  additional  $13.4  million  for  which  no  funds  have  been 
provided  and  for  which  supplemental  funds  have  not  been  requested.  Thus, 
even  if  the  House  reduction  is  restored,  the  operation  and  maintenance  appro- 
priation would  still  need  an  additional  $21.1  million  to  cover  only  the  direct  and 
indirect  costs  of  the  Middle  East  and  Far  East  emergency  situations.  Other 
unprogramed  and  unbudgeted  requirements  raise  this  to  $90.9  million  on  the 
assumption  that  the  supplemental  budget  request  of  $42.4  million  will  be  approved. 

Our  next  item  pertains  to  the  “Research  and  Development,  Army,”  appropria- 
tion. A request  for  a supplemental  $9.1  million  was  considered  by  the  House 
Appropriations  Committee,  and  was  approved  March  20,  1959,  in  the  amount 
of  $8,190  million,  a reduction  of  $0.91  million  (10  percent).  The  Department 
of  the  Army  is  requesting  restoration  of  the  $910,000  reduction  since  it  would 
preclude  the  necessity  for  further  reduction  in  research  and  development  tech- 
nical effort  of  the  Army  nuclear  power  program.  Restoration  will  partially 
fill  a deficiency  in  funding  for  development  of  a nuclear  powerplant  for  use  in 
remote  areas.  Thus,  funds  programed  and  budgeted  for  high-priority  projects 
would  not  have  to  be  diverted  to  pay  increased  personnel  costs. 

Our  last  military  functions  item  is  the  “Operation  and  maintenance.  Alaska 
Communication  System.”  appropriation  which  is  defioient  by  $176,000.  This 
deficiency  is  attributed  to  the  civilian  pay  increase  authorized  pursuant  to  Pub- 
lic Law  85-402.  The  House  approved  only  $158,400  of  the  amount  required. 
We  are  requesting  restoration  of  the  House  reduction  of  $17,600  thousand. 

Mr.  Chairman,  this  concludes  my  presentation.  Maj.  Gen.  David  W.  Traub, 
Director  of  Armv  Budget,  assisted  by  members  of  the  Army  staff,  is  available 
to  provide  any  additional  details  you  may  desire. 

MILITARY  PERSONNEL  COMPENSATION  AND  DEPENDENCY  BENEFITS 

Mr.  Milton.  Mr.  Chairman,  there  are  really  four  areas  to  which  I 
would  like  to  address  your  attention,  if  I may,  one  of  which  refers 
to  deficiencies  in  previous  years  1956  and  1957  in  the  Military  Person- 
nel appropriation,  which  were  occasioned  by  the  1955  law,  which  in- 
crensed  the  compensation,  and  also  the  dependency  benefks. 

These  two  items  in  1956  and  1957  were  $7.1  million  and  $7-9  million, 
respectively,  and  they  came  about  through  our  inability  to  prognosti- 
cate accurately  the  number  of  people  who  would  receive  these  in- 
creased benefits  and  the  number  of  dependents  who  were  involved. 

Now,  I would  like  to  address  mvself  to  the  second  of  the  four  items. 

Senator  Chavez.  Haw  much  was  the  amount  of  the  first  one? 

Mr.  Milton.  $7.1  million  and  $7.9  million,  sir. 

IMPACT  OF  NEAR  EAST  AND  TAIWAN  SITUATIONS 

If  I may  I will  address  myself  to  the  second  item  on  the  operation 
and  maintenance  requirement  right  now,  the  magnitude  is  $25  million 
and  this  current  1959  item,  comes  about  through  the  burden  that  was 
laid  on  the  Army  by  reason  of  unscheduled  troop  movements  to  the 
Near  East.  Jt  costs  us  $30.4  million  to  prepare  for  that.  We  are  ask- 
ing for  only  $95  million  : because  of  other  adiustments  we  find  that  we 
can  get  bv  with  $25  million.  In  addition,  the  Taiwan  situation  added 
another  burden  of  $2-3  million,  so  actually  the  burden  for  which  we 
did  not  program  was  $32.3  million,  but  we  are  asking  for  only  $25 
million. 

Now,  I have  a detailed  breakdown  in  my  prepared  statement,  but 
I gather  that  the  committee  is  not  interested  in  the  programing,  and 
where  these  particular  items  fall;  however,  they  are  here,  and  avail- 
able for  your  consideration. 
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( 'hair man  Hayden.  In  other  words,  it  was  a true  deficiency  ? There 
is  not  any  question  but  that  it  was  something  that  could  not  be  antici- 
pated ? 

Mr.  Milton.  That  is  right. 

HOUSE  REPORT 

Senator  Ellender.  What  have  you  to  say  about  what  the  House’s 
position  that  “until  this  study  is  completed  and  responsibility  for  fund 
control  is  achieved,  the  committee  can  see  no  reason  to  relieve  the  De- 
partment of  the  liability  for  these  deficiencies  which  are  admittedly 
violations  of  law.” 

Mr.  Milton.  That  pertains  to  the  first  two  items,  does  it  not,  sir,  the 
$7.1  million  and  the  $7.9  million  ? 

Senator  Ellender.  That  is  right. 

Mr.  Milton.  May  I ask  Colonel  Mildren  to  give  you  a specific 
answer  to  that?  Col.  F.  T.  Mildren,  from  the  Office  of  the  Deputy 
Chief  of  Staff  for  Personnel  ? 

Office  of  Deputy  Chief  of  Staff  for  Personnel 

STATEMENT  OP  COL.  P.  T.  MILDREN,  BUDGET  DIVISION 

FUNDS  TO  COVER  DEFICIENCIES 

Colonel  Mildren.  It  is  true  that  these  are  violations  of  law,  and,  in 
accordance  with  the  provisions  of  law  we  made  reports  to  the  Con- 
gress on  both  deficiencies;  however,  it  still  follows  that  we  must 
present  our  case  to  the  House  and  to  the  Senate  to  cover  those  de- 
ficiencies, whether  it  be  by  transfer,  new  funds,  or  whatever  the 
Congress  desires. 

Senator  Chavez.  At  that  point,  if  I may,  when  the  Near  East  epi- 
sode came  about,  did  you  have  to  worry  about  budgets  or  were  you 
able  to  take  care  of  the  problem  at  the  moment?  Is  that  not  the 
situation  here? 

Colonel  Mildren.  These  two  situations  are  not  connected,  sir,  at 
all.  The  deficiencies  occurred  in  1956  and  1957  for  military  personnel 
compensation,  and  dependency  benefits.  This  was  long  before  the 
situation  came  up  in  the  Near  East. 

Senator  Ellender.  Have  those  amounts  been  paid  out? 

Colonel  Mildren.  Yes,  sir. 

Senator  Ellender.  And  you  are  short  these  amounts  ? 

Colonel  Mildren.  That  is  correct. 

Senator  Ellender.  Did  you  legally  pay  them  out  ? 

Colonel  Mildren.  Yes,  sir.  They  are  paid  by  statutory  authority. 
They  are  authorized  payments,  payments  authorized  by  Congress. 
We  are  supposed  to  estimate  with  accuracy,  of  course,  how  much  we 
are  going  to  need  for  the  coming  year,  when  we  present  our  case  to 
you.  In  this  case  we  underestimated. 

Senator  Ellender.  Then  what  is  the  violation  of  law  referred  to 
by  the  House. 

Colonel  Mildren.  The  violation  referred  to  was  a violation  of  sec- 
tion 3679  of  the  Revised  Statutes,  which  prohibits  the  obligation 
or  expenditure  of  funds  in  greater  amounts  than  those  appropriated 
by  Congress. 
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Senator  Ellender.  How  did  the  illegality  or  violation  of  this  law 
come  about  ? 

EXPENDITURE  OF  UNOBLIGATED  FUNDS 

Colonel  Mildren.  We  spent  more  funds  than  were  appropriated  by 
Congress  for  military  pay,  sir.  Our  obligational  limit  at  this  time 
was  approximately  $3.5  billion.  We  spent  $7  million  more  in 
1956  than  was  appropriated.  This  was  a deviation  of  two-tenths 
of  1 percent  from  the  appropriated  amount  which  included  depend- 
ency benefits  that  were  authorized.  It  was  an  error  on  our  part  in 
estimating  how  much  we  would  need  when  we  presented  our  1956 
case  to  you. 

Senator  Ellexder.  From  what  source  did  you  obtain  this  money? 

Colonel  Mildren.  This  was  from  the  Treasury,  as  far  as  I know. 
I am  not  familiar  with  that  aspect. 

Santor  Ellender.  Are  you  able  to  obtain  funds  which  have  not 
been  appropriated  ? 

Colonel  Mildren.  I am  not  familiar  with  those  aspects. 

Senator  Saltonstall.  Would  the  Senator  yield  on  that  point? 

Senator  Ellender.  Certainly,  I am  just  trying  to  clear  the  at- 
mosphere here. 

Senator  Saltonstall.  And  I was  just  trying  to  supplement  what 
the  Senator  was  saying. 

Is  this  true : This  law  was  passed  in  1956  and  you  estimated  it  as 
close  as  you  could,  but  you  did  not  estimate  just  right?  That  is  the 
sum  and  substance  of  it  ? 

Colonel  Mildren.  That  is  exactly  right. 

Senator  Saltonstall.  When  you  say  the  money  came  from  the 
Treasury,  in  answer  to  the  Senator  from  Louisiana,  must  it  not  have 
come  from  some  other  appropriation?  I am  just  as  much  interested 
as  he  is  where  this  money  came  from,  that  you  now  now  paid  out  and 
3 years  later  you  are  trying  to  get  it  back. 

PAYMENTS  CHARGED  TO  ARMY  ACCOUNT  OF  ADVANCES 

General  Moore.  Mr.  Chairman,  I would  like  to  attempt  to  answer 
that  question. 

When  appropirations  are  made  to  the  Department  of  Defense,  we 
draw  from  the  Treasury  within  the  limits,  overall  limits  of  the  vari- 
our  appropriations,  what  we  call  advances.  These  moneys  never  issue 
from  the  Treasury  in  excess  of  our  total  overall  appropriations,  but 
they  are  not  allocated  to  the  Department  appropriation  by  appropria- 
tion. They  are  taken  up  on  the  books  of  the  finance  officer  as  he 
draws  cash  and  pays  bills  or  issues  checks  against  them. 

In  this  case,  these  amounts  were  charged  to  the  Army’s  pay  ac- 
count, illegally,  and  we  are  overdrawn  precisely  to  this  extent.  No 
other  appropriation  is  involved  in  any  way  whatsoever. 

We  regret  this.  Every  possible  step  is  being  taken  to  prevent  a 
recurrence,  because  it  is  a serious  violation.  It  is  one  which  is  very 
difficult  to  avoid,  because  when  you  estimate  pay  you  are  estimating 
every  conceivable  kind  of  a personnel  transaction.  You  are  estimat- 
ing the -number  of  deaths  ; you  are  estimating  the  number  of  retire- 
ments. which  require  additional  funds  for  separation  pay  and  ter- 
minal leave. 
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Senator  Saltonstall.  I am  sorry  I interrupted  Senator  Ellender, 
so  I will  not  continue  at  this  moment. 

Senator  Ellender.  Well,  General  Moore  you  made  an  admission 
that  this  money  was  not  appropriated  at  any  time. 

General  Moore.  And  therefore  the  payment  of  the  moneys  from 
our  advances  in  the  absence  of  an  appropriation  constituted  an  over- 
draft. 

Senator  Ellender.  It  was  overdrawn? 

General  Moore.  It  was  overdrawn  and  that  is  what  we  are  admit- 
ting and  that  is  what  we  are  sorry  for. 

Senator  Ellender.  To  be  sorry  about  it  won’t  do  too  much  good. 

I am  wondering  how  much  of  this  has  occurred  in  the  past  ? 

General  Moore.  When  it  has  occured  in  the  past,  books  of  the  Treas- 
ury are  such  that  it  showed  up.  Then  we  came  to  the  Congress  and 
explained  the  circumstances  and  that  is  the  only  thing  we  can  do 
with  it. 

Senator  Ellender.  But  when  it  occurred  in  the  past,  were  you  over- 
drawn or  did  you  draw  from  funds  previously  appropriated  for 
some  other  purpose  ? 

General  Moore.  Well,  sir,  we  were  overdrawn  in  that  specific  ac- 
count, in  the  pay  account. 

Senator  Ellender.  Well,  how  many  times  has  this  occurred,  Gen- 
eral Moore  ? 

General  Moore.  The  last  time  it  occurred  was  about  1949.  We 
put  in  the  bill  the  provision  that  $47  million  may  be  transferred  to  the 
prior-year  account  to  take  up  a deficit  which  we  incurred  by  an  over- 
draft on  that  pay  account.  (See  Public  Law  434-81.) 

It  was  recognized  by  the  Congress  for  some  5 or  6 years  or  more,  - 
that  in  order  to  make  a very,  very  close  estimate  within  the  pay  ac- 
count that  you  were  liable  to  go  over  a little  bit  in  the  event  of  certain 
unforeseen  circumstances.  The  Army  then  was  small,  so  the  Congress, 
this  committee,  made  available  $1  million  every  year,  which  was  im- 
mediately available.  I think  only  on  one  or  two  occasions  did  we 
have  to  avail  ourselves  of  that  predetermined  latitude. 

Now  we  have  no  such  latitude.  If  you  overdraw  one  of  these  ac- 
counts, you  are  going  to  get  into  the  red  and  we  must  come  before 
this  committee  to  explain  it. 

HOUSE  POSITION 

Senator  Ellender.  Now  the  House  takes  the  position  that  a recur- 
rence of  this  very  act  is  liable  to  take  place. 

General  Moore.  And  they  want  absolute  assurance  that  it  will  never 
happen  again. 

Senator  Ellender.  Can  you  give  them  that  assurance? 

General  Moore.  I hate  to  answer  that  question,  but  I think  what 
I have  said  already  indicates  that  there  is  a possibility  that  in  good 
faith  some  unforeseen  circumstance  will  occur  which,  in  the  future, 
mihht  well  repeat  this  action. 

I will  also  add  that  I think  that  there  is  no  member  of  this  com- 
mittee who  wishes  us  to  hold  the  pay  up  on  June  30  because  we  made 
an  error  in  estimating  the  pay  and  allowance  account  for  military 
personnel,  who  have  performed  their  services  and  within  the  numbers 
the  Congress  wanted  maintained  on  the  rolls. 
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Senator  Ellender.  Then,  to  go  back  to  the  question  raised  by  Sena- 
tor Saltonstall,  pursuant  to  the  question  asked  by  me,  both  of  these 
amounts  were  not  taken  from  any  previous  appropriation  ? 

General  Moore.  That  is  correct. 

Senator  Ellender.  But  they  show  an  overdraft  on  your  accounts? 

General  Moore.  Yes. 

Senator  Ellender.  That  was  money  that  was  never  appropriated 
by  this  committee  or  by  this  Congress,  is  that  correct  ? 

General  Moore.  That  is  correct. 

Senator  Saltonstall.  What  this  amounts  to  is  just  like  you  and 
me,  General  Moore,  overdrawing  our  bank  account,  and  the  bank  pays 
the  check  and  is  asking  us  to  file  a deposit  to  fill  it  out. 

General  Moore.  There  is  certainly  some  similarity  in  the  two 
transactions. 

Senator  Ellender.  I am  sure  that  has  never  happened  to  the  Sena- 
tor from  Massachusetts. 


EXTENT  OF  OVERDRAFT 

Senator  Chavez.  Are  there  any  further  questions? 

Senator  Saltonstall.  I have  one. 

This  overdraft  has  hung  on  since  1956  ? 

General  Moore.  Yes. 

Senator.  Saltonstall.  Now  how  much  has  the  Treasury  in  funds  on 
which  there  has  been  no  appropriation  ? In  other  words,  this  repre- 
sents a deficit  of  $14  million.  How  much  of  a balance  have  you  got 
from  the  treasury  now  that  is  not  covered  by  an  appropriation  ? 

General  Moore.  You  mean  unexpended  balances  of  other  accounts 
which  have  lapsed  to  the  Treasury?  Is  that  what  you  are  asking? 

Senator  Saltonstall.  No.  You  say  that  the  Treasury  advances 
some  money  so  that  it  is  not  the  subject  of  any  appropriation,  because 
they  want  the  Army  to  pay  its  bills,  and  so  on,  is  that  right  ? 

General  Moore.  Yes,  sir.  We  draw  cash  and  write  Treasury  checks. 
The  vouchers  are  charged  against  appropriation  accounts. 

Senator  Saltonstall.  Now  the  account  shows  it  to  be  deficient  by 
$14  million,  or  rather,  $15  million.  Now  how  much  money  is  in  that 
account  now,  do  you  know  ? 

General  Moore.  In  that  account — that  is  supplemented  monthly 
and  changes  monthly;  but  while  you  charge  initially  all  of  your  ac- 
counts to  that,  you  must  make  a separate  charge  subsequently  to  credit 
the  advance  and  charge  an  appropriation.  When  we  started  to  charge 
the  appropriation  concerned  here,  we  find  that  there  is  no  adequate 
appropriation  to  charge  it  against;  so  it  is  a deficit. 

Senator  Saltonstall.  From  the  point  of  view  of  carrying  out  the 
duties  of  the  Army,  in  other  words,  paying  its  personnel,  this  defi- 
ciency has  hung  over  now  since  1956  ? 

General  Moore.  Yes,  sir. 

Senator  Saltonstall.  And  no  person  has  failed  to  receive  his  pay 
as  a result  ? 

General  Moore.  No  one. 

Senator  Saltonstall.  So  when  the  House  said  they  wanted  an  ac- 
curate report  before  they  put  in  money,  nobody  is  going  to  be  hurt  ex- 
cept the  Treasury  of  the  United  States  ? 

General  Moore.  In  having  a red  balance  on  the  books. 
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Senator  Saltonstall.  Yes,  a red  balance  on  the  books,  as  far  as  the 
Army  is  concerned,  of  $15  million  ? 

General  Moore.  On  the  books  of  the  Treasury. 

EFFECT  OF  DELAY 

Senator  Ellender.  There  would  not  be  any  further  hurt  if  you  delay 
it  another  year  ? 

Senator  Saltonstall.  That  is  what  I am  trying  to  get  at. 

General  Moore.  I think  the  answer  to  that  is  exactly  this. 

Senator  Ellender.  Well,  that  is  the  position  taken  by  the  House. 

General  Moore.  I think  that  is  true. 

Senator  Chavez.  They  suggested  they  want  to  make  a study  of  it. 

General  Moore.  Yes. 

Senator  Chavez.  Do  you  not  think  it  advisable  that  we  wait,  say  1 
year,  until  that  study  is  concluded  to  see  what  it  looks  like  at  that 
time? 

General  Moore.  Well,  I certainly  attempted  to  say  everything  that 
I think  could  be  said  about  it,  just  this  last  2 or  3 minutes,  and  I 
really  hope  that  someday  we  can  get  our  books  squared  away.  It 
would  be  fortunate  if  we  could  get  this  transaction  setCed  because  we 
have  taken  up  the  time  of  this  committee  already  and  this  makes  either 
the  second  or  the  third  time  for  this. 

Senator  Chavez.  Well  now,  that  study  mi<rht  help  you  out  in  carry- 
ing out  that  laudable  ambition.  Do  you  not  think  we  should  wait  for 
the  study  ? 

General  Moore.  Well,  the  way  you  ask  the  question,  Mr.  Chairman, 
I do  not.  I think  that  we  should  clear  this  matter  up  for  the  reasons 
that  I have  stated,  and  if  the  committee  does  not  see  fit  to  do  it,  we 
will  still  do  everything  that  we  can  to  stop  the  recurrence  of  this  kind 
of  transaction. 

DEFICIENCIES  IN  1956  AND  1957 

Senator  Chavez.  Am  I correct  in  stating  the  deficiency  occurred  in 
1956  and  1957? 

General  Moore.  Yes,  sir. 

Senator  Chavez.  Why  did  you  not  ask  for  it  in  1958  ? 

General  Traub.  We  did  in  1958  for  fiscal  year  1956. 

Senator  Chavez.  But  you  did  have  it  in  the  other  years. 

Colonel  Mildren.  We  did,  sir.  In  the  case  of  fhe  1956  deficiency, 
this  is  the  fourth  time  we  have  been  before  the  Congress  asking  for 
this  money,  twice  to  the  House  and  twice  to  the  Senate.  We  have 
been  denied  the  adjustment  on  the  books  for  a year  and  a half  to  2 
years  now.  Therefore,  we  must  keep  the  books  open  and  continue  to 
come  back  to  you  to  explain  the  case,  by  Treasury  regulations.  This 
committee  that  the  Department  of  Defense  have  organized  is  aimed 
at  better  management  of  all  military  personnel  appropriations 
throughout  the  services.  Naturally,  in  the  Army,  we  did  not  wait 
for  this  committee  to  come  up  with  any  conclusions.  We  made  a 
study  ourselves,  and  found  out  where  the  faults  were.  We  have  taken 
action  over  the  past  year  to  correct  those  difficulties  that  caused  these 
very  errors  that  we  are  talking  about.  Proof  of  our  accomplish- 
ments lies  in  the  fact  that  we  are  not  deficient  in  1958  nor  are  we 
deficient  in  1959.  The  committee  results  naturally  will  help  us  in 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  195  9 397 

some  respects,  but  it  will  not  overcome  the  fact  we  are  deficient  in 
1956  and  1957. 

Senator  Ellexder.  Colonel,  do  you  know  of  any  such  happenings 
in  the  Navy  or  the  Air  Force  ? 

Colonel  Mildren.  I am  not  familiar  with  their  situation,  sir. 

CIVILIAN  PAY  INCREASE 

Mr.  Milton.  Mr.  Chairman,  I was  discussing  the  second  of  the  four 
items,  and  had  only  gotten  halfway  through.  We  had  a $25  million 
deficiency  as  a result  of  the  Lebanon  and  Taiwan  problem.  In  ad- 
dition, we  have  a deficit  by  reason  of  the  civilian  pay  increase. 

Congress  authorized  us  to  give  an  increase  without  providing  the 
additional  necessary  moneys,  and  the  law  required  us  to  “absorb  it  to 
the  greatest  extent  possible.’’ 

The  civilian  pay  increase  in  the  Department  of  the  Army  created 
a cost  of  $78.5  million,  of  which  we  were  able  to  take  care  of  $58 
million. 

I am  sorrv,  my  figures  are  slightly  in  error.  The  difference  there 
is  $17.1  million.  The  total  cost  should  be  $75.1  million,  and  we  were 
able  to  pay  $58  million  of  it. 

That  leaves  us  with  a deficit  of  $17.1  million. 

When  you  add  the  two  items  of  the  Near  East  costs  and  the  civilian 
pay  deficiency  of  $17.1  million,  it  comes  to  $12.1  million. 

HOUSE  ALLOWANCE 

The  House,  in  their  bill,  proposed  that  we  get  $38,160,000  and  we 
are  praying  this  committee  to  give  us  the  $12,100,000. 

Senator  Ellexder.  As  to  the  amount,  $38,160,000,  the  House  takes 
the  position  that  it  is  adequate  to  cover  the  added  requirements  oc- 
casioned by  pay  raises  and  the  Middle  East  emergency.  Is  the  House 
correct  ? 

Mr.  Milton.  No,  sir.  We  do  not  think  so.  May  I refer  to  some 
specific  figures  here  ? 

Senator  Ellexder.  According  to  the  House  report,  the  amount 
should  be  sufficient  to  cover  pay  raises  as  well  as  the  additional  costs 
occasioned  by  the  Middle  East  emergency. 

In  your  justifications  you  show  an  unbudgeted  cost  of  $13.1  million 
to  support  an  Active  Army  strength  average  of  887,300.  Is  that 
correct  ? 

Mr.  Milton.  That  is  correct. 

Senator  Ellexder.  It  is  my  recollection  that  last  year  the  Congress 
provided  sufficient  funds  for  an  Army  of  900,000,  and  I am  wonder- 
ing why  there  should  be  an  unbudgeted  cost. 

Mr.  Milton.  May  I ask  General  Traub,  who  has  the  figures  to 
answer  that  ? 

Senator  Ellexder.  I would  like  to  have  that  explained. 

General  Traub.  Senator  Ellender,  the  moneys  we  are  talking  about 
are  related  to  the  Army’s  “Operation  and  maintenance”  appropria- 
tion. 
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UNBUDGETED  REQUIREMENTS 

This  appropriation,  during  the  year,  has  run  into  a very  severe  sit- 
uation of  unbudgeted,  unprogramed  requirements  in  addition  to 
those  which  were  talked  about  in  this  request  this  morning. 

Now,  these  requirements  total  $132  million.  I would  like  to  cite 
you  a few  of  them,  and  the  purpose  of  citing  these  requirements  is  to 
show  you  this  appropriation  is  in  a very  tight  position  right  now,  so 
that  the  little  money  we  are  asking  for  here,  is  for  the  purpose. 

Senator  Ellender.  What  was  that  you  said?  Did  you  say  “little 
money”  ? 

General  Tratxb.  If  I said  “little”  I did  not  mean  to  say  “little.” 

Senator  Chavez.  You  mean  the  restoration?  During  these  days,  it 
is  a small  amount. 

General  Traub.  You  are  quite  right. 

The  amount  we  are  asking  for  here  will  only  go  a small  way  toward 
meeting  these  unbudgeted  requirements.  I would  like  to  cite  some 
of  them. 

There  is  $17.4  million  in  requirements  in  connection  with  the  im- 
plementation of  the  civilian  pay  raise.  That  has  been  mentioned ; 
the  $30.4  million  for  the  Mideast;  the  $2.3  million  for  the  Far  East, 
the  Taiwan  emergency  situation.  There  is  also  a $13.4  million  item 
which  was  required  to  support  the  additional  strength  of  the  Army 
through  November  30,  which  was  not  programed  and  not  planned 
insofar  as  the  plans  of  the  Department  of  Defense  were  concerned. 

Senator  Ellender.  But  we  provided  funds? 

General  Traub.  You  did,  indeed. 

MAINTENANCE  OF  900,000-MAN  ARMY 

Senator  Ellender.  We  provided  funds  for  the  maintenance  of  a 
900,000-man  Army. 

General  Traub.  Yes.  And  I present  a recapitulation  which  will 
show  then  how  tight  the  situation  is,  by  applying  the  funds  you 
mentioned. 

Senator  Ellender.  What  made  it  tight  ? 

General  Traub.  May  I continue,  sir  ? 

Senator  Ellender.  Yes. 

General  Traub.  In  addition,  there  was  $11.1  million  for  the  support 
of  increased  numbers  of  Reserve  component  personnel  undergoing 
6-month  tours  of  active  duty  training;  and  an  additional  amount  of 
$43.7  million  for  an  increase  in  the  pay  scale  to  wage  board  em- 
ployees, including  those  hired  locally,  and  in  the  overseas  areas. 
There  is  $4.4  million  for  an  increase  in  rates  charged  by  the  Military 
Air  Transport  Service.  There  is  a $4.9  million  increase  in  the  de- 
pendent medical  care  program.  There  is  a $1.3  million  increase  in 
postal  rates;  a $2.6  million  dollar  increase  in  postal  services  other 
than  postal  fees;  and  a $1.3  million  increase  in  support  of  a NATO 
special  weapons  project. 

Now,  when  we  apply  the  moneys  that  were  appropriated  by  Con- 
gress against  the  increases  cited  we  will  have  this  situation : 

Senator  Ellender.  Do  you  mean  specifically  appropriated,  or  in 
toto? 
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General  Traub.  No,  sir.  You  remember,  you  just  referred  to  the 
appropriation  of  additional  moneys  by  Congress  last  year  to  support 
the  900-000-strength  Army  ? 

Senator  Ellender.  Yes. 

NET  UNBUDGETED  REQUIREMENT 

General  Traub.  Now,  we  did  not  use  all  of  those  moneys  for  the 
strength  of  the  Army  because  we  held  the  900,000-strength  Army  only 
through  November  30,  so  there  were  savings  there.  When  we  applied 
those  savings,  as  well  as  the  anticipated  receipts  from  this  supple- 
mental request,  which  we  have  now  before  you,  the  net  unprogramed 
and  unbudgeted  requirement  is  approximately  $90  million. 

Senator  Ellender.  What  became  of  the  money  we  appropriated  to 
maintain  an  Army  of  900,000  men  ? 

General  Traub.  May  I speak  to  that  ? In  this  appropriation  in  con- 
nection with  the  operation  and  maintenance  appropriation,  $39  mil- 
lion additional  was  appropriated  by  the  Congress  to  sustain  the  Army 
at  a 900,000  strength.  The  entire  amount  of  $39  million  was  applied 
to  the  civilian  pay  increase. 

Senator  Ellender.  So  you  delivered  it  from  the  purpose  for  which 
it  was  appropriated  ? 

General  Traub.  Not  outside  the  appropriation. 

Senator  Ellender.  I know,  but  Congress  desired  that  you  maintain 
the  Army’s  strength  at  900,000  men. 

General  Traub.  Yes,  sir.  I am  sure  you  realize,  sir,  that  this  was 
not  the  Army’s  own  action  that  resulted  in  the  lesser  strength. 

Senator  Ellender.  But  it  shows  that  something  ought  to  be  done 
by  this  Congress  in  order  to  prevent  its  will  from  being  frustrated. 

Senator  Chavez.  Congress  was  pretty  definite. 

Senator  Ellender.  We  certainly  were  definite. 

General  Traub.  I think,  sir.  as  long  as  we  were  precluded  from 
holding  the  strength  of  900.000  we  would  have  this  situation 

Senator  Ellender.  But  you  should  not  have  used  the  funds  for 
some  other  nurpose. 

General  Traub.  No.  The  Congress  asked  us  to  absorb  the  civilian 
pay  increase  as  much  as  we  could. 

Senator  Ellender.  Yes,  but  you  were  directed  by  this  Congress  to 
maintain  a 900,000-man  Army,  and  the  funds  were  appropriated  based 
on  estimates  furnished  by  the  Army. 

General  Traub.  I understand  and  appreciate  your  point. 

Senator  Ellender.  I am  sure  you  do. 

Senator  Ckavez.  All  right.  Let  us  get  down  to  “Operations  and 
maintenance,”  as  far  as  this  bill  is  concerned.  You  asked  the  House, 
in  round  figures,  for  approximately  $42  million.  They  gave  you 
$38  million. 

General  Traub.  Yes,  sir. 

Senator  Chavez.  Now,  give  us  some  specific  items.  Where  will 
“Operations  and  maintenance’5  suffer  if  the  $4  million  are  not  re- 
stored ? 

DEFERMENT  OF  MAINTENANCE 

General  Traub.  I think  I can  make  a categorical  answer  to  that, 
sir ; that  in  general,  whenever  we  are  in  a tight  position  in  the  “Oper- 
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at  ion  and  maintenance”  appropriation,  we  will  shortchange  main- 
tenance. We  hate  to  do  this,  but  when  we  come  right  down  to  it,  we 
have  fixed  charges,  and  we  have  the  charges  which  are  necessary  to 
maintain  the  operational  readiness  of  the  forces.  A commander  in 
the  field,  if  faced  with  a shortage  of  funds,  will  most  always  defer 
the  maintenance  on  plant  equipment.  I think,  sir,  this  is  going  to 
cost  the  taxpayer  a great  deal  of  money  in  the  long  run  because,  by 
deferring  maintenance  now,  and  performing  it  later,  one  will  en- 
counter costs  of  eventual  maintenance  which  would  be  much  higher 
than  if  the  maintenance  were  accomplished  now,  as  it  should  be. 

Senator  Ellender.  Can  you  be  a little  more  specific  with  an  ex- 
planation of  the  amount  of  $13,400,000  indicated  on  the  first  page 
of  your  justifications  under  “Support  of  the  Active  Army  strength 
of  887.300.”  instead  of  the  programed  average  strength  of  878,400? 

General  Traub.  Yes,  sir;  I can. 

Senator  Ellender.  Will  you  break  that  down?  What  caused  it  to 
go  up  ? 

General  Traub.  This  is  related  to  the  same  item  that  has  been  dis- 
cussed before. 

In  the  action  on  the  additional  amount  of  money  appropriated  by 
the  Congress  to  mainfain  the  Army  at  900,000  strength  through  the 
entire  year,  $39  million  additional  in  the  “Operation  and  mainte- 
nance” appropriation  was  appropriated  by  the  Congress  for  this  pur- 
pose. This  was  in  excess  of  the  amount  reflected  in  the  President’s 
budget  request. 

Senator  Ellender.  Of  course,  you  know  why  it  was  done  ? 

General  Traub.  Yes. 

Senator  Ellender.  According  to  best  estimates  of  the  Army  that 
was  the  amount  required  for  for  that  purpose. 

General  Traub.  That  is  correct. 

Senator  Ellender.  That  is  why  we  did  it. 

General  Traub.  That  is  correct. 

Now,  we  held  the  strength  of  the  Army  through  the  emergency  sit- 
uation, through  November,  at  the  higher  strength,  very  close  to 
900,000,  as  close  as  we  could.  One  could  say  for  all  practical  purposes 
we  did  hold  it  at  900.000. 

Senator  Ellender.  You  mean  through  November. 

General  Traub.  Through  November  30.  But  the  portion  of  that 
$39  million  which  should  have  accrued  to  the  Army  for  holding  fhe 
strength  through  November  30,  was  denied  us  for  that  purpose.  The 
entire  $39  million  was  made  available,  however  to  meet  the  needs  of 
the  civilian  pay  raise. 

Senator  Ellender.  By  the  Bureau  of  the  Budget  ? 

FINANCIAL  PLAN 

General  Traub.  By  virtue  of  the  financial  plan  of  the  Secretary  of 
Defense. 

Senator  Saltonstall.  Will  the  gentleman  yield? 

Senator  Ellender.  One  moment,  Senator.  By  whom  were  these 
funds  withheld  ? 

General  Traub.  By  the  Secretary  of  Defense  in  the  financial  plan. 

Senator  Ellender.  By  the  President  ? 

General  Traub.  No,  sir. 
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Senator  Ellender.  Through  the  President ? 

General  Traub.  No,  sir.  The  Secretary  of  Defense.  Mr.  McNeil’s 
financial  plan,  which  guides  us  in  the  money  we  spend  and  which  is  a 
guide  for  the  Bureau  of  the  Budget  in  apportioning  funds. 

Senator  Ellender.  Where  did  he  get  his  authority  to  guide  it? 
Was  it  not  through  Secretary  McElroy  by  order  of  the  President? 

General  Traub.  Secretary  McNeil  reports  directly  to  Secretary  Mc- 
Elroy, of  course. 

Senator  Ellender.  Of  course,  there  certainly  should  be  no  doubt 
that  the  President  was  unwilling  to  carry  out  the  will  of  the  Congress? 

General  Traub.  Sir,  I really  cannot  answer  that  question. 

Senator  Ellender.  Well,  you  could  answer  it  but  I realize  you 
are  precluded  by  your  orders. 

General  Traub.  No,  sir.  I do  not  know  what  the  relationship  of 
higher  officials  was  in  this  matter. 

Senator  Saltonstall.  Has  the  Senator  from  Louisiana  finished 
his  questioning  ? 

Senator  Ellender.  I still  do  not  understand  the  explanation  of 
this  unbudgeted  amount  of  $13,400,000.  We  were  told  by  the  Army 
that  to  maintain  the  Army  at  a 900,000  strength,  an  appropriation  of 
$39  million  would  be  needed  for  the  “Operation  and  maintenance” 
appropriations. 

Senator  Chavez.  We  followed  their  advice  and  put  it  in  the  law. 

Senator  Ellender.  That  is  right. 

General  Traub.  May  I attempt  to  meet  your  purposes  by  expand- 
ing on  this  matter  for  the  record,  sir  ? 

Senator  Ellender.  I wish  you  would. 

General  Traub.  I am  asking  to  make  an  insertion  into  the  record 
later. 

(The  information  referred  to  follows :) 

The  Army  budget  for  fiscal  year  1959  was  formulated  within  guidance  estab- 
lished by  the  Department  of  Defense.  Insofar  as  the  strength  of  the  active 
Army  is  concerned,  this  guidance  provided  for  a beginning  strength  of  900,000 
and  an  ending  strength  of  870,000  with  this  reduction  phased  between  July  1, 
1958,  and  June  30,  1959,  so  as  to  produce  a man-year  strength  of  878,400. 

In  reviewing  the  Army  budget  for  fiscal  year  1959,  the  Congress  established 
the  position  that  the  strength  of  the  active  Army  should  be  900,000  throughout 
fiscal  year  1959.  The  Army  was  requested  to  provide  information  on  the 
additional  funds  required  to  support  this  position ; i.e.,  a 900,000-man  Army. 

For  the  “Operation  and  maintenance”  appropriation,  $39  million  was  reported 
as  the  requirement  in  addition  to  that  requested  in  the  President’s  budget  to 
support  the  900,000-man  Army.  This  additional  $39  million  was  appropriated. 

On  September  24,  1958,  the  Secretary  of  Defense  in  a letter  to  the  President 
stated  that  the  objective  end  strength  for  the  Army  in  fiscal  year  1959  would  be 
the  same  as  the  budget  submission,  but  that  we  would  continue  at  the  current 
strength  (898.200)  because  of  problems  in  the  Middle  East  and  Far  East. 

In  a memorandum  of  October  6,  1958,  the  Secretary  of  Defense  authorized  the 
Army  to  continue  at  current  active  duty  strength  levels  until  further  notice. 

On  November  13,  1958,  the  Secretary  of  Defense  publicly  announced  that  the 
planned  reduction  of  the  Army  strength,  which  had  been  deferred  due  to  the 
international  situation,  would  now  take  place  as  planned  before  June  30,  1958. 
To  implement  this  announcement  informal  agreement  between  Department  of 
Defense  and  Department  of  the  Army  provided  for  continuance  of  the  then 
current  strength  through  November  30,  1958,  with  an  orderly  phase  down  to 
870.000  by  June  30,  1959.  This  produces  a man-year  strength  of  887,300  for 
fiscal  year  1959. 

From  a financial  point  of  view  the  Department  of  the  Army  has  received  no 
operation  and  maintenance  funds  to  support  this  increase  in  the  man-years  of  the 
active  Army  from  the  initial  program  of  878,400  to  the  current  estimate  of 
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887,300.  The  reason  for  this  is  that  the  Department  of  Defense  financial  plan 
for  fiscal  year  1959  provides  that  all  of  the  $39  million  Congress  appropriated  in 
this  connection  be  applied  against  the  civilian  pay  raise  requirement  of  $75.4 
million. 

STRENGTH  OF  ARMY 

Senator  Chavez.  Well,  you  explain  it  a little  further  now. 

Senator  Ellender.  Can  you  not  do  it  now  ? 

General  Traub.  I will  do  it  again,  sir.  The  Congress  appropriated 
an  additional  $39  million  in  the  “Operation  and  maintenance”  ap- 
propriation, to  hold  the  strength  of  the  Army  at  900,000  rather  than 
to  have  a beginning  strength  of  900,000  and  an  end  strength  of  870,000. 

Now,  the  Army  did  hold  the  strength  through  November  30  and 
therefore  should  have  been  entitled,  we  think,  to  the  proportionate 
share  of  the  $39  million  which  would  be  indicated  by  holding  the 
strength  of  the  Army  through  November  30.  This  proportionate 
share  was  not  made  available  to  the  Army. 

Senator  Ellender.  Where  is  it  now  ? 

General  Traub.  It  was  applied  entirely  to  the  civilian  pay  increase. 

Senator  Ellender.  Now,  isn’t  that  nice  ? 

AUTHORITY  FOR  ALLOCATION  OF  FUNDS 

Senator  Smith.  Mr.  Chairman,  by  what  authority  do  they  do  this? 

Senator  Ellender.  That  is  exactly  the  point. 

General  Traub.  The  authority  lies  in  general  with  the  Secretary 
of  Defense,  as  I understand  it,  to  indicate  the  use  of  the  funds  within 
the  appropriation.  I cannot  go  any  further. 

Senator  Ellender.  Mr.  Chairman,  we  should  do  something  to  pre- 
vent the  Department  of  Defense  from  disregarding  the  will  of 
Congress. 

General  Traub.  I think,  sir,  these  questions  should  really  be  directed 
at  the  officials  of  the  Department  of  Defense. 

Senator  Ellender.  Do  you  blame  them? 

General  Traub.  No,  sir;  I think  the  questions,  in  connection  with 
the  clarification  of  this  point,  should  be  directed  to  them. 

FUNDS  APPROPRIATED  FOR  SPECIFIC  PURPOSE 

Senator  Ellender.  The  matter  has  been  clarified.  Congress  appro- 
priated money  for  a specific  purpose  and  you  proceeded  to  use  it  for 
other  purposes. 

General  Traub.  Sir,  we  used  it  only  as  we  were  directed  to  use  it, 
in  this  case. 

Senator  Ellender.  But  whoever  directed  you  disregarded  the  in- 
tention of  Congress. 

Senator  Chavez.  Who  directed  you?  Mr.  McNeil  or  Secretary 
McElroy  ? 

General  Traub.  The  direction  in  these  matters  comes  through  the 
document  which  I referred  to  as  the  financial  plan  and  the  financial 
plan  together  with  pertinent  directives  indicates  the  use  to  which  the 
moneys  will  be  put. 

APPORTIONMENT  PROCEDURE 

Now,  in  case  there  is  ever  any  doubt  about  these  matters,  they  are 
resolved  by  what  we  term  an  “apportionment  request.”  The  appor- 
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tionment  request  goes  to  the  Bureau  of  the  Budget  and  there  a final 
determination  is  made  as  to  whether  or  not  we  get  the  money  for 
specific  purposes. 

Senator  Ellender.  Well,  as  a matter  of  fact,  all  that  Congress  gets 
is  an  illustrative  program?  You  present  it  to  us  to  justify  an  ap- 
propriation and  then  you  juggle  it  to  suit  your  desires. 

General  Traub.  No,  sir ; I do  not  agree  with  that. 

Senator  Ellender.  Well,  that  is  exactly  what  is  done.  Not  neces- 
sarily by  the  Army,  but  by  the  Department  of  Defense  through  its 
financial  plan. 

Senator  Chavez.  Chairman  Hayden  has  a question. 

DETERMINATION  OF  LEGALITY 

Chairman  Hayden.  I wanted  to  say  that  the  legality  or  illegality 
of  this  depends  entirely  upon  the  wording  of  the  appropriation. 

If  the  amount  of  money  appropriated  was  available  for  more  than 
one  purpose,  it  could  be  used  for  one  purpose  or  another,  and  that 
is  a question  that  I think  an  examination  of  the  law  will  determine. 

You  are  looking  at  that  now,  are  you  not,  Senator  Saltonstall? 

FEDERAL  EMPLOYEES  SALARY  INCREASE  ACT  OF  1958 

Senator  Saltonstall.  Mr.  Scott,  an  assistant  cleark,  called  to  my 
attention,  section  9,  subparagraph  (a)  of  the  Federal  Employees 
Salary  Increase  Act  of  1958 : 

The  Director  of  the  Bureau  of  the  Budget  is  authorized  to  directly  provide 
by  regulation  for  the  absorption  of  the  respective  applicable  appropriations  or 
funds  available  for  the  fiscal  year  in  which  this  act  is  enacted,  after  the  imme- 
diate succeeding  fiscal  year,  by  the  respective  departments,  agencies,  establish- 
ments, and  corporations  in  the  executive  branch  to  the  extent  that  said  Director 
deems  practical  in  the  course  of  the  increases  in  the  basic  compensation  pro- 
vided by  this  act. 

Subsection  (b)  : Nothing  contained  in  subsection  (a)  of  this  section  shall  be 
held  and  considered  to  require  (1)  the  separation  from  the  service  of  any  in- 
dividual by  reduction  in  force  or  other  personnel  action  or  (2)  the  placing  of  an 
individual  in  a leave-without-pay  status. 

so  that  under  that  regulation  it  would  be  assumed  that  the  Director  of 
the  Bureau  of  the  Budget  authorized  the  Army  to  use  these  funds. 

Senator  Ellender.  The  language  of  this  law  of  course  makes  the 
action  legal.  I am  aware  that  it  is  not  illegal  to  frustrate  the  intent 
of  Congress. 

Senator  Saltonstall.  I would  assume  so. 

directed  to  provide  by  regulation  for  the  absorption  from  the  respective  ap- 
plicable appropriations  or  funds  available  for  the  fiscal  year  in  which  this  act 
is  enacted,  after  the  immediate  succeeding  fiscal  year  by  the  respective  depart- 
ments, agencies,  establishments,  and  corporations  in  the  executive  branch  to 
such  extent  as  the  Director  deems  practical. 

Chairman  Hayden.  The  Army  has  funds  it  received  under  other 
laws.  They  could  use  this  money  for  the  pay  increases  for  civilian 
employees.  There  was  nothing  illegal  about  it. 

General  Traub.  That  is  correct.  There  was  nothing  illegal  about 
what  was  done,  in  my  opinion. 

Senator  Saltonstall.  May  I ask  a question  on  another  subject  at 
this  point  ? 
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FUNDS  TO  COVER  MIDDLE  EAST  SITUATION 

In  your  prepared  statement  here,  Mr.  Milton,  you  say  that  there 
is  a $30,400,000  appropriation  necessary  to  cover  the  Middle  East  situ- 
ation. That  is  part  of  the  money  you  are  asking. 

Now,  you  say,  on  the  next  page  of  your  justifications  that — 

$14,800,000  of  the  supplemental  funds  requested  and  spent  for  the  Lebanon 
situation  have  already  been  allocated,  on  a deficiency  basis,  to  U.S.  Army,  Europe, 
to  assist  bringing  7th  U.S.  Army  to  a satisfactory  state  of  operational  readiness. 

In  other  words,  you  have  taken  already  $14,800,000  of  that  $30,- 
400,000  to  meet  the  crisis  in  Berlin  ? 

The  House  appropriated  $22,500,000  out  of  the  $30,400,000,  so  that 
means,  does  it  not,  you  are  going  to  come  before  us,  if  that  money 
in  the  amount  of  $14.8  million  is  spent  in  Berlin,  for  more  to  cover 
your  Lebanon  problem  ? 

Mr.  Milton.  No,  sir.  We  think  that  with  the  restoration  between 
the  $38  million  and  the  $42,400,000  in  the  total  “Operation  and 
maintenance,  Army,”  appropriation  we  will  cover  Lebanon.  Within 
the  $42.4  million  operation  and  maintenance  supplemental  based  on 
the  civilian  pay  raise  and  Lebanon,  $14.8  million  was  to  have  been 
provided  to  U.S.  Army,  Europe.  The  Berlin  situation  aggravated 
the  necessity  for  these  funds.  The  action  on  March  19,  1959,  of  allo- 
cating $14.8  million  to  U.S.  Army,  Europe,  was,  in  effect,  an  advance 
of  funds  this  command  would  otherwise  have  received  later. 

Senator  Saltonstall.  You  will  cover  Lebanon  and  Berlin,  too! 

Mr.  Milton.  That  is  right. 

Senator  Saltonstall.  Even  though  you  allocated  it  in  this  fashion, 
$14.8  million  of  the  $30.4  million  to  the  European  crisis? 

Mr.  Milton.  That  is  right. 

Senator  Saltonstall.  In  other  words,  you  over-estimated  Lebanon. 

General  Traiib.  May  I answer  that,  sir  ? 

Many  of  the  costs  in  Europe  were  associated  with  the  Middle 
East  crisis,  with  the  Lebanon  crisis.  The  troops  and  some  of  the 
supplies  that  went  to  Lebanon  came  from.  Europe,  and  therefore  the 
$14.8  million  to  which  we  are  referring,  in  respect  of  Europe  is,  in 
great  part,  associated  with  the  Lebanon  crisis.  # 

Senator  Saltonstall.  So  that  if  we  add  the  $4.2  million  which 
you  are  now  requesting,  you  will  not  come  before  us  again  for  any 
deficiency  in  relation  to  Lebanon  and  that  up  through  1959,  as  far  as 
you  can  see,  you  have  covered  the  European  crisis,  that  the  House 
$22.5  million  leaves  you  short  by  $4.2  million  to  cover  all  of  these 
expenses  ? 

Mr.  Milton.  That  is  our  position. 

General  Traub.  Yes. 

ALLOTMENT  ON  DEFICIENCY  BASIS 

Now,  as  a technical  matter— and  this  is  one  on  which  the  Bureau 
of  the  Budget  advises  us— the  $14.8  million  was  allotted  to  us  on  a 
deficiency  basis,  and  actually  came  from  the  $17.4  million  which  we 
are  asking  for  in  connection  with  civilian  pay  increases. 

We  actually  asked  the  Bureau  of  the  Budget  to  allocate  to  us,  or  to 
make  available  more  monev  than  the  $14.8  million. 

Senator  Saltonstall.  Then  where  are  you  going  to  get  the  $17.4 
million  for  the  civilian  pay  increase  ? 
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General  Traub.  That  will  come  from  the  $25  million  we  hope  to 
get  for  Lebanon. 

Senator  Saltonstall.  In  other  words,  Lebanon  costs  less  ? 

General  Traub.  They  are  both  in  the  same  appropriation. 

Senator  Saltonstall.  They  are  both  in  the  same  appropriation 
and  now  if  we  give  yon  the  additional  money  for  these  two  purposes 
then  you  will  take  some  of  this  money  and  put  it  into  the  civilian  pay 
increases  ? 

General  Traub.  That  is  correct,  sir.  There  is  a technical  point  here. 
The  Bureau  of  the  Budget  felt  it  could  not  apportion  moneys  on  a 
deficiency  basis  unless  there  had  been  authorizing  legislation  in  con- 
nection therewith.  There  was  authorizing  legislation  in  connection 
with  the  civilian  pay  increase. 

Senator  Saltonstall.  Then  why  do  we  not  add  to  the  $17.4  million 
the  implementation  of  the  civilian  pay  raise  and  call  a spade  a spade, 
and  say  that  if  we  add  $4.8  million  to  that  $17.4  million,  making  it 
$22.2  million,  we  have  cleared  the  civilian  pay  raise  and  left  Lebanon 
and  Berlin  in  satisfactory  shape? 

General  Traub.  I really  do  not  think  it  would  make  a great  deal 
of  difference.  Our  obiective  here  is  to  obtain  restoration  of  the  House 
cut  in  the  appropriation.  The  moneys  for  both  purposes  are  within 
the  some  appropriation. 

I think  the  result  would  be  the  same. 

Senator  Ellender.  Why  are  you  not  specific,  General  ? Do  you  not 
think  it  would  sound  better  to  say  to  us  “We  need  so  many  millions 
of  dollars  to  do  so  and  so,”  instead  of  saying,  “Give  us  $25  million 
for  Lebanon  and  we  will  get  out  of  that  monev  for  the  civilian  pay?” 
You  ought  to  ask  for  the  money  you  need  for  the  specific  purpose 
and  leave  the  juggling  of  figures  for  the  Department  of  Defense 
financial  pin n. 

General  Traub.  No,  sir.  I believe,  sir,  when  we  came  forward 
with  the  request,  we  came  with  a request  drawn  up  for  the  specific 
purposes  for  which  we  intended  to  disburse  the  moneys. 

Senator  Ellender.  Then  why  do  vou  not  stick  to  that? 

General  Traub.  Well.  I was  explaining,  sir 

Senator  Ellender.  Because  you  could  not  get  it  from  the  House? 
Is  that  it  ? 

General  Traub.  No,  sir;  that  does  not  have  anything  to  do  with  it. 
This  has  been  a matter  arising  since  the  request  to  the  House  was 
made. 

TOTAL  COST  OF  LEBANON  SITUATION 

Senator  Ellender.  Let  me  ask  vou  this : Will  vou  supply  this  com- 
mittee with  the  entire  cost  of  the  Lebanon  operation  ? 

General  T^raub.  Yes.  sir.  In  this  apurooriation.  we  have  this 

Senator  Ellender.  I mean  altogether,  not  only  this  appropriation. 

General  Traub.  I am  informed,  sir,  the  costs  to  the  Army  were 
approximately  $60  million  in  all  the  appropriations. 

Senator  Ellender.  $60  million  for  what  we  did  in  Lebanon? 

General  Tuaub.  Yes. 

Senator  Ellender.  Did  we  get  any  assistance  of  any  kind  from 
our  so-called  allies? 

General  Traub.  I cannot  answer  that  specifically.  I believe  the 
British  had  a force  that  went  into  the  Mideast. 
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Senator  Ellender.  They  had  a force  in  Jordan,  but  I am  talking 
about  Lebanon. 

General  Traub.  As  far  as  I know,  no,  sir. 

TOTAL  COST  IN  TAIWAN 

Senator  Ellender.  Tell  us  about  Taiwan.  What  was  the  total 
cost  in  Taiwan  ? 

General  Traub.  In  this  appropriation,  $2.3  million. 

Senator  Ellender.  You  are  asking  for  that,  but  that  does  not  in- 
dicate the  whole  amount.  What  was  the  total  of  the  cost  of  Taiwan? 

General  Traub.  I will  have  to  supply  that  for  the  record,  sir. 

(The  information  referred  to  follows :) 

Total  cost  Army  for  Lebanon-T  aiwan  operation,  fiscal  year  1959 


MPA $19,091,000 

Reserve  personnel 0 

Army  National  Guard 0 

O.  & M 32,  700,  000 

PEMA 1,  235,  000 

MCA 0 


Total  estimated  cost 53,  026,  000 


Note. — Does  not  include  MAP. 

Senator  Ellender.  All  right.  How  much  did  we  get  from  our  so- 
called  allies  in  order  to  assist  in  this  Taiwan  situation  ? 

General  Traub.  This  was  entirely  a U.S.  operation. 

Senator  Ellender.  Entirely  American? 

General  Traub.  Yes. 

Senator  Ellender.  That  is  what  you  will  also  find  in  Lebanon. 

General  Traub.  Yes,  sir. 

Senator  Chavez.  Are  there  any  f urther  questions  ? 

Senator  Dworsiiak.  Mr.  Chairman,  I regret  my  delay  in  getting 
here.  Has  the  committee  discussed  the  National  Guard  question  yet? 

Senator  Chavez.  We  have. 

REDUCTION  in  national  guard  budget 

Senator  Dworsiiak.  All  right;  I just  wanted  to  make  the  observa- 
tion, insofar  as  cutting  down  the  National  Guard  budget,  that  it  seems 
to  me  it  is  quite  unreasonable  to  dump  billions  of  dollars  all  over  the 
world  to  teach  these  Igorrotes  how  to  defend  us,  when  we  completely 
ignore  the  necessity  of  trying  to  prepare  young  Americans  to  defend 
this  country. 

Senator  Chavez.  A very  fine  statement  was  made  by  Secretary 
Brucker  on  that  matter.  I think  he  was  most  sympathetic. 

Senator  Dworshak.  What  did  the  Budget  Bureau  do?  Did  they 
ask  for  any  money? 

Senator  Chavez.  No,  the  Budget  Bureau  did  not.  We  had  some 
very  fine  testimony. 

Senator  Dworshak.  I will  read  it.  Thank  you. 
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dependents’  medical  care  program 

Senator  Ellender.  Now,  Mr.  Chairman,  I would  like  to  ask  about 
the  increase  in  the  dependents’  medical  care  program  of  $4.9  million. 
Was  this  due  to  an  error  in  your  original  estimate  ? 

General  Traub.  As  you  know,  whenever  a program  of  this  type 
is  originally  conceived,  in  the  first  year  of  such  a program  it  is 
rather  difficult  to  estimate  the  cost,  and  in  this  case  the  costs  of  this 
program,  as  they  have  materialized,  were  greater  than  those  that  we 
estimated;  so  therefore  the  amount  shown  here,  in  our  concept,  is 
an  unbudgeted,  unprogramed  amount,  which  further  contributes 
to  the  short  fall  in  the  “Operation  and  maintenance”  appropriation. 

Senator  Ellender.  Well,  as  I recall  last  year,  the  cost  approximated 
$90  million,  which  was  a great  deal  more  than  your  estimate. 

General  Traub.  I believe  that  would  be  correct. 

Mr.  Milton.  That  is  correct. 

Senator  Ellender.  Am  I correct? 

Mr.  Milton.  That  was  the  total  cost. 

Senator  Ellender.  What  will  be  the  total  cost  for  this  year  ? 

General  Traub.  May  I call  on  Gen.  Floyd  L.  Wergeland,  Executive 
Director  of  the  Office  for  Dependent  Medical  Care? 

Senator  Ellender.  As  you  know  that  was  a burning  issue  before 
the  committee  last  year. 

General  Traub.  Perhaps  the  question  could  be  restated  for  the  bene- 
fit of  the  general,  who  is  sitting  in  the  rear  of  the  room. 

Senator  Ellender.  All  right. 

Office  for  Dependents’  Medical  Care 

STATEMENT  OF  BRIG.  GEN.  FLOYD  L.  WERGELAND,  EXECUTIVE 

DIRECTOR 

Medical  Care  in  Facilities  Outside  Government 

Senator  Ellender.  General,  as  you  will  recall,  last  year  the  cost  of 
dependents’  medical  care  in  facilities  outside  of  Government  hospitals 
was  a burning  issue  before  this  committee. 

General  Wergeland.  Yes,  sir. 

Senator  Ellender.  And  I think  pursuant  to  suggestions  made  by 
the  committee,  new  rules  and  regulations  were  written. 

General  Wergeland.  That  is  correct. 

Senator  Ellender.  To  what  extent  has  this  cost  increased  over  and 
above  your  estimates  ? 

General  Wergeland.  The  costs  last  vear  came  up  to  $89,916  million. 

Senator  Ellender.  It  was  almost  $90  million. 

General  Wergeland.  $89,916,432. 

Senator  Ellender.  That  was  for  fiscal  year  1958  ? 

General  Wergeland.  That  is  correct. 

Senator  Ellender.  What  will  it  be  for  fiscal  1959  ? 

General  Wergeland.  The  estimate  for  this  year  is  $93,418  million. 

Senator  Ellender.  I thought  there  would  be  a reduction. 

General  Wergeland.  There  is  a reduction  of  it. 

Senator  Ellender.  How  do  you  figure  that  ? 
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INCREASE  IN  DEPENDENTS 

General  Wergeland.  Well,  there  has  been  an  increase  in  the  de- 
pendents population.  There  has  been  an  increase  in  the  medical  care 
costs,  both  from  the  physicians’  point  of  view  and  from  the  hospitals’ 
point  of  view,  of  I1/^  percent  as  far  as  medical  care  costs,  and  about  8 
percent  as  far  as  the  hospital  costs  are  concerned.  It  is  reduction  per 
capita. 

Senator  Ellender.  Will  you  elaborate  further  to  show  how  this 
increased  the  costs  ? 

General  Wergeland.  Well,  I have  the  figures  from  the  Department 
of  Defense  statistics — the  ratio  of  dependents  per  each  military  per- 
sonnel has  been  going  up,  sir. 

Senator  Ellender.  Are  we  to  understand,  that  the  change  in  regula- 
tions, made  only  a few  weeks  after  the  matter  was  brought  to  your 
attention,  has  not  caused  a reduction  in  this  program  ? 

General  Wergeland.  Might  I add,  Senator,  if  we  had  not  restricted 
it,  we  believe  it  would  have  cost  us  approximately  $22  million  more, 
at  least. 

Senator  Ellender.  Are  you  sure  the  program  has  been  sufficiently 
restricted  ? 

General  Wergeland.  If  we  restricted  the  program  any  more  than 
we  have,  I think  we  would  have  failed  to  carry  out  the  provisions  of 
the  act.  We  have  restricted  all  the  dependents  living  with  the  spon- 
sors who  failed  to  use  their  facilities.  The  second  restriction  was 
added  because  we  felt  that  we  could  not  reduce  sufficiently.  We  cut 
down  on  some  of  the  care  coverage. 

REDUCTION  IN  INSTANCES  OF  ABUSES 

Senator  Ellender.  Have  the  new  regulations  reduced  the  abuses? 

General  Wergeland.  They  cannot  use  them  at  Government  expense 
now  without  getting  a permit  from  the  military  facility.  There 
people  who  do  pay  for  their  own  care  because  we  cannot  control  that, 
if  they  do  so  wish,  but  not  at  Government  expense. 

Senator  Chavez.  But  the  complaint  was  that,  instead  of  using  the 
facilities  of  the  Government,  the  dependents  would  go  to  a private 
hospital,  private  surgeon  or  doctor.  That  was  the  bone  of  contention. 
We  were  assured  that  it  could  be  taken  care  of  by  regulations. 

General  Wergeland.  We  have  done  that,  and  the  hospitals  are  being 
used,  and  the  strength  is  coming  up  every  month. 

Senator  Ellender.  But  the  cost  of  medicare  for  dependents  is 
going  up  instead  of  down. 

General  Wergeland.  Yes.  But  that  is  based  upon  the  population. 
I would  like  to  give  you  the  population  figures. 

This  is  taken  from  the  Department  of  Defense  statistics : In  1956 
the  population  was  2,803,000 ; in  fiscal  1959,  the  population  is  3,364,000. 

Senator  Ellender.  That  includes  all  services? 

General  Wergeland.  Yes,  sir ; this  is  of  all  services. 

Senator  Ellender.  When  you  say  “population”  you  mean  the  sol- 
diers, their  wives,  and  their  dependents? 

General  Wergeland.  Yes.  sir;  that  is  right. 

Senator  Ellender.  It  includes  all  of  them?  _ 

General  Wergeland.  That  is  right.  Then  it  is  estimated  going  at 
this  rate  in  1960,  it  will  go  up  to  3,537,300. 
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Senator  Ellender.  Even  though  there  will  he  less  soldiers? 

General  Wergeland.  That  is  right. 

(The  following  information  was  supplied  later  by  the  Department 
of  Defense :) 

The  questions  above  relating  to  population  were  misunderstood.  The  figures 
quoted  apply  only  to  dependents  and  not  to  their  sponsors. 

Senator  Ellender.  It  is  my  belief  that  the  information  given  to 
us  last  year  was  rather  misleading.  I thought,  the  new  regulations 
would  increase  the  use  of  the  Government  hospitals  and  reduce  the 
cost  of  the  medicare  program. 

General  Wergeland.  You  are  absolutely  right,  sir. 

Senator  Ellender.  But  instead,  it  is  going  up. 

DOCTORS  IN  MILITARY  HOSPITALS 

Senator  Chavez.  I know,  General,  that  the  doctors,  those  connected 
with  the  military  hospitals,  were  complaining  because  they  did  not 
have  anything  to  do. 

Senator  Ellender.  They  had  nothing  to  do. 

Senator  Chavez.  They  could  not  give  better  services  because  all  of 
the  dependents  were  going  to  private  hospitals. 

Chairman  Hayden.  If  we  left  it  as  it  was,  would  the  costs  have 
been  higher  ? 

General  Wergeland.  If  we  left  it  as  it  was,  the  costs,  as  I have 
estimated  it,  would  be  $23,675,000  more  because  we  were  not  using 
the  Federal  facilities. 

In  addition,  it  would  cut  down  the  cost  of  care,  which  would  not 
take  full  force  until  the  first  of  May. 

SAVINGS  EFFECTED 

Chairman  Hayden.  You  did  save  some  money  last  year  ? 

General  Wergeland.  We  certainly  did,  and  in  the  coverage  of  the 
care  I believe  it  would  save  us  $18  to  $20  million  a year.  It  might 
well  have  been,  if  we  had  not  put  in  the  restrictions,  we  would  have 
been  well  over  $100  million. 

Senator  Ellender.  I think  that  matter  ought  to  be  looked  into  again 
because  certainly  the  information  that  was  given  to  us  last  year  indi- 
cated that  under  the  new  regulations  the  costs  would  be  cut  back  con- 
siderably from  the  $90  million  you  used  last  year.  That  is  in  the 
record,  as  I remember  it. 

General  Wergeland.  That  is  true. 

Senator  Ellender.  But  now  we  are  confronted  with  the  same  item 
and  instead  of  going  down  it  is  going  up  to  approximately  $93  million. 

General  Wergeland.  I think  your  anticipation  was  exactly  correct, 
sir.  However,  we  did  not  know  we  were  going  to  get  these  tremendous 
increases  in  population. 

Mr.  Milton.  Mr.  Chairman,  we  have  two  other  items,  but  I will  go 
over  them  very  briefly,  if  I may. 

Now  I mentioned  at  the  very  start  there  were  four  items.  We  have 
mentioned  two  and  have  exhausted  them.  The  last  two  are  rather 
minor,  insofar  as  the  entire  budget  is  concerned,  but  are  of  consider- 
able importance  and  magnitude  to  me  personally. 
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The  next  to  the  last  item  concerns  a request  for  $9.1  million,  which 
was  made  to  the  House  Appropriations  Committee,  and  which  the 
committee  approved  in  the  amount  of  $8,190,000,  or  a deficit  of 
$910,000. 

Senator  Chavez.  You  are  asking  for  restoration  of  that  amount? 

Mr.  Milton.  We  are  asking  for  restoration,  and  that  goes  back  to 
civilian  pay,  exactly  the  same  point  that  Senator  Saltonstall  made 
reference  to. 

ALASKAN  COMMUNICATIONS  COMMAND 

Then  the  last  item  pertains  to  $176,000  requested  for  the  Alaskan 
Communications  Command,  and  again  that  goes  back  to  the  civilian 
pay  increase,  and  the  House  gave  us  $158,400,  or  a difference  of 
$17,600. 

Mr.  Chairman,  that  concludes  the  four  items. 

Chairman  Hayden.  If  you  do  not  get  this  last  $17,600  where  does 
it  leave  you  ? Can  you  tell  me  exactly  where  you  are  going  to  have 
to  take  it  from  ? 

Mr.  Milton.  It  will  be  in  services ; in  research  and  development  we 
will  have  to  slow  down  some  of  our  needs. 

Chairman  Hayden.  That  is  where  you  will  take  it  from? 

Mr.  Milton.  Yes,  sir. 

Senator  Chavez.  We  thank  you. 

Mr.  Milton.  Thank  you  very  much.  It  is  always  a pleasure  and 
privilege  to  appear  before  you. 

Department  of  the  Navy 

STATEMENT  0E  NEAR  ADM.  G.  F.  BEARDSLEY,  DEPUTY 
COMPTROLLER  OF  THE  NAVY 

General  Statement 

Senator  Chavez.  All  right,  Admiral  Beardsley,  you  may  proceed. 

Admiral  Beardsley.  Mr.  Chairman  and  members  of  the  commit- 
tee, I am  Rear  Admiral  Beardsley,  Deputy  Comptroller  of  the  Navy. 
I have  a relatively  brief  statement  which  covers  the  various  appropri- 
ations, and  I think  it  will  summarize  to  your  advantage  the  total  re- 
quests of  the  Navy  in  these  various  appropriations.  I would  suggest 
that  I read  this  and  then  we  will  have  the  Chiefs  of  the  various  bu- 
reaus here,  who  sponsor  these  various  appropriations,  and  they  have 
statements  which,  in  the  interest  of  saving  time  I would  suggest  that 
perhaps  you  would  want  to  insert  in  the  record  and  if  you  have  any 
particular  questions  after  I read  my  opening  statement  here  we  can 
ask  them  to  answer  questions  as  to  the  details. 

Then  I will  have  two  other  items  following  that,  one  on  title  II. 
This  is  all  on  title  I.  Then  I will  have  one  of  scrap  and  salvage,  which 
is  a general  provision  which  I would  like  to  touch  on  at  the  tail  end 
of  the  Navy’s  testimony. 

TJNBTJDGETED  COSTS 

Mr.  Chairman,  we  are  appearing  before  you  today  in  support  of  the 
Navy  requests  for  a deficiency  appropriation  for  fiscal  year  1958  and  a 
supplemental  appropriation  for  fiscal  year  1959.  These  requirements 
have  been  occasioned  by  unbudgeted  costs  arising  after  the  budgets 
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were  submitted  and  enacted.  It  is  important  to  recognize  that  the 
increased  expenditures  represented  in  these  supplemental  requests  did 
not  result  from  actions  originated  by  the  Navy,  but  were  either  im- 
posed by  legislative  action  or  dictated  by  world  events. 

Wherever  it  was  possible  to  do  so,  the  increased  costs  have  been  ab- 
sorbed within  existing  funds.  The  amounts  we  requested  are  net  re- 
quirements beyond  our  capability  of  funding  within  current  appropri- 
ations. Parenthetically,  I should  add  total  increases  through  about 
last  November  for  various  reasons  were  about  $270  million  in  our 
appropriations.  The  Navy  is  absorbing  $142  million  of  this  and  our 
supplemental  here  totals  the  difference  here  of  $127  million,  so  we 
have  absorbed  over  half  of  the  costs  that  had  occurred  to  - last 
November. 

Senator  Ellender.  May  I interrupt  you,  Admiral?  You  say  that 
this  was  caused  by  things  that  Congress  did.  I suppose  you  mean 
“increased  pay”  ? 

INCREASED  PAY  OF  CIVILIAN  PERSONNEL 

Admiral  Beardsley.  Increased  pay  of  civilian  personnel  and  Leb- 
anon and  the  Far  East. 

Senator  Ellender.  How  much  of  that  was  increased  pay  ? 

Admiral  Beardsley.  The  increased  pay  is  $85,225,000  for  payroll 
costs. 

Senator  Ellender.  Is  that  for  civilians  only  ? 

Admiral  Beardsley.  This  is  civilians  only;  yes,  sir.  I mentioned 
this  in  my  statement.  If  I could  proceed,  I will  come  to  it  in  the 
statement. 

Senator  Ellender.  What  were  the  additional  costs  resulting  from 
the  Lebanon  and  Far  East  situations? 

Admiral  Beardsley.  They  are  all  contained  in  the  statement.  I 
will  cover  each  one  separately. 

Senator  Ellender.  All  right. 

TOTAL  REQUESTS 

Admiral  Beardsley.  The  requests  before  you  total  $136,526,000,  of 
which  $9,050,000  is  for  fiscal  year  1958,  and  $127,476,000  is  for  fiscal 
year  1959. 

These  unbudgeted  functions  have  already  been  performed  and  have 
resulted  in  expenditures.  They  now  make  it  necessary  to  obtain  ad- 
ditional funds  to  maintain  the  program  level  previously  approved  by 
Congress. 

Attached  to  this  statement  is  table  1 which  provides  a schedule  of 
the  Navy  requests  by  appropriations  and  programs. 

Stated  briefly,  we  are  requesting  funds  in  support  of  the  following : 


Classified  and  scientific  pay  increases $52,  204,  000 

Middle  East  and  Taiwan  costs 47,  977,  000 

Medical  care,  1958 9,  050,  000 

Medical  care  costs  1959 7,  457,  000 

Antarctic  operations  costs 2,  280,  000 

All  other 17,  498,  000 


Totals 136,526,000 
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CLASSIFIED  PAY  INCREASE 

Unbudgeted  civilian  pay  increases  resulting  from  Public  Law 
85-402,  the  Federal  Employees  Salary  Increase  Act  of  1958,  and  Wage 
Board  actions  through  about  mid-November  will  exceed  $156  million 
for  the  year. 

Although  none  of  this  could  be  provided  for  in  the  1959  budget,  it 
has  been  possible  to  absorb  two-thirds  of  the  total  figure. 

WAGE  BOARD  INCREASES 

Senator  Ellender.  Admiral,  you  mentioned  a Wage  Board  action. 
To  what  extent  can  the  Wage  Board  increase  compensation  for  civil- 
ians without  congressional  sanction? 

Admiral  Beardsley.  The  Wage  Board  increases  result  completely 
from  the  dictates  of  Congress. 

Senator  Ellender.  Do  you  know  how  they  operate  ? 

Admiral  Beardsley.  Yes,  sir;  approximately. 

Senator  Ellender.  How  often  do  they  increase  the  rates? 

Admiral  Beardsley.  I cannot  give  the  exact  time,  but  periodically, 
either  once  a year  or  however  often  it  is  desirable  or  necessary,  and 
you  go  into  a geographic  area  and  make  a survey  of  various  ski  11s 
in  that  area  and  then  determine  a rate  of  pay  for  each  of  the  skills. 

These  are  all  the  blue-collar  employees,  as  you  know.  There  was 
a law  passed  by  Congress,  I believe  last  year,  which  requires  us  to 
act  on  that  within  30  days,  which  is  a speeding-up  process,  in  order 
to  put  them  into  effect. 

Through  about  mid-November,  from  the  time  we  had  submitted 
our  budget  to  you  last  year,  we  already  had  increases  of  over  $71 
million  in  that.  Now,  this  goes  on  almost  all  the  time  somewhere  in 
the  country,  so  after  November  through  to  the  end  of  the  year  we 
estimate  between  $20  and  $40  million  of  additional  expenses,  which 
are  not  considered  here,  anyway.  We  have  to  absorb  that  additional 
$20  or  $40  million  in  our  budget. 

Senator  Ellender.  These  wage  board  increases  are  over  and  above 
the  amounts  specifically  provided  by  Congress. 

Admiral  Beardsley.  Yes;  that  is  right. 

You  will  note  that  only  the  balance  of  $52,264,000  is  being  in- 
cluded in  this  request. 

MID-EAST  AND  FAR  EAST 

In  July  of  last  year  the  Navy  was  required  to  place  troops  ashore 
in  Lebanon.  In  the  following  month,  it  became  necessary  to  augment 
the  7th  Fleet  in  order  to  meet  increased  Communist  pressure  in  the 
Formosa  Straits. 

The  total  unabsorbed  costs  attributable  to  Mideast,  Far  East 
operations,  were  $47,977,000.  These  funds  were  expended  for  a variety 
of  purposes,  including  such  things  as  pay  of  personnel  retained  on 
active  duty  beyond  their  planned  - release  dates,  and  fuel,  supplies, 
and  spare  parts  needed  for  the  increased  tempo  of  operations. 

Heavy  costs  were  incurred  for  increased  supply  support  rendered, 
buildup  of  the  logistic  pipeline,  and  accelerated  ship  and  aircraft 
overhaul;  those  were  all  needed  for  an  increased  state  of  readiness 
to  meet  these  critical  world  conditions. 

Senator  Ellender.  When  were  these  moneys  spent  ? 
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Admiral  Beardsley.  Last  fall. 

Senator  Ellender.  Yes,  but  on  our  own  forces  that  we  had  there? 

Admiral  Beardsley.  Y es ; our  own  money  for  our  own  people. 

ASSISTANCE  TO  LOCAL  FORCES  IN  TAIWAN 

Senator  Ellender.  W as  any  assistance  given,  either  directly  or  in- 
directly, to  local  fighting  forces  in  Taiwan? 

Admiral  Beardsley.  I cannot  answer  that,  sir.  If  it  was  given,  I 
am  not  familiar  with  it. 

Senator  Ellender.  Could  you  tell  us  what  assistance,  if  any,  was 
furnished  by  our  so-called  allies  in  that  area  ? 

Admiral  Beardsley.  I am  equally  unfamiliar  with  that.  I am  not 
familiar  with  the  fact  that  there  was  much  assistance. 

Senator  Ellender.  Is  there  anyone  present  who  would  know  about 
that? 

Senator  Chavez.  For  instance,  Taiwan. 

Senator  Ellender.  Did  we  get  any  assistance  from  any  other  source  ? 
Did  the  Australians  or  British  or  anybody  else  come  to  assist  us 
there,  or  did  they  leave  us  carry  the  whole  load  ? 

Admiral  Beardsley.  Outside  of  the  Chinese  Xationalists,  I do  not 
know  who  participated. 

Senator  Ellender.  You  do  not  know? 

Admiral  Beardsley.  Xo,  sir. 

Senator  Chavez.  What  about  Lebanon? 

Admiral  Beardsley.  The  same  thing.  The  British  went  into  Jor- 
dan, I think. 

Senator  Chavez.  But  we  had  our  men  over  there  in  Lebanon  and 
pulled  them  back  eventually.  Was  there  any  other  Xavy  from  any 
other  so-called  ally? 

Admiral  Beardsley.  I do  not  believe  so. 

Senator  Ellender.  We  carried  the  entire  burden.  Of  course,  that 
is  nothing  unusual. 

MEDICAL  CARE 

Admiral  Beardsley.  Medical  care  has  a long  history  with  which  I 
believe  this  committee  is  familiar.  The  deficiency  of  $9,050,000  for 
fiscal  year  1958  was  considered  and  denied  bv  this  committee  last  year. 
The  overobligation,  however,  still  exists,  and  we  are  again  requesting 
a deficiencv  appropriation  in  order  to  remove  it  from  the  records. 

Senator  Ellender.  Why  was  this  request  denied  last  year? 

Admiral  Beardsley.  This  was  as  a result  of  the  hearings  before 
this  committee  least  year,  at  which  time  you  denied  this  request  for 
last  year,  and  you  directed  the  Defense  Department  to  reexamine  the 
regulations.  That  was  about  August  that  this  was  being  discussed 
here. 

Then  the  Defense  Department  changed  their  instructions  and  the 
new  instructions  were  implemented  I think,  about  October  of  last  fall. 

NAVY  OBLIGATION  TO  ARMY 

This  particular  bill  is  one  that  the  Xavy  owes  to  the  Army.  The 
Army  is  the  single  service  which  manages  the  medical  care  program. 
The  civilian  doctors  and  hospitals  have  been  paid  this  money  last 
year. 
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Senator  Ellender.  Out  of  what  funds  ? 

Admiral  Beardsley.  Out  of  their  operation  and  maintenance  ap- 
propriations. 

Senator  Ellender.  Funds  not  appropriated  for  that  purpose 2 

Admiral  Beardsley.  That  is  right;  out  of  their  own  funds.’  We 
would  normally  reimburse  them  on  a monthly  basis.  Our  bank  ac- 
count ran  out  along  about  April,  and  that  is  the  time  we  came  before 
you  and  presented  our  case,  and  you  denied  our  money.  As  the 
matter  now  stands  I believe  the  Army  operation  and  maintenance 
appropriation  is  not  expended  or  overobligated.  The  situation  that 
exists  here  is  that  the  Navy’s  credit  with  the  Army  is  not  too  good 
on  tli  is  account.  We  owe  them  this  amount  of  money. 

TOTAL  COST  TO  NAVY  OF  MEDICAL  CAEE 

Senator  Ellender.  What  was  the  entire  cost  to  the  Navy  for  fiscal 
1958  for  the  medical  care  program  ? 

Admiral  Beardsley.  I would  like  to  ask  Admiral  Gilmore  to  speak 
on  that. 

Admiral  Gtlmore.  Sir,  I am  Rear  Adm.  F.  P.  Gilmore,  Medical 
Corps,  U.S.  Navy,  on  duty  in  the  Bureau  of  Medicine  and  Surgery. 

The  funds,  for  1958  for  this  program  were  $20,200,000.  We  ran 
short  in  the  vicinity  of  $8  million  plus. 

Senator  Ellender.  Why  was  your  estimate  so  far  off  ? 

Admiral  Gilmore.  It  was  caused  by  insufficient  experience  upon 
which  to  base  a better  estimate,  and  that  was  reported,  sir,  to  the 
House  committee,  and  to  this  committee,  I believe,  in  April  1957.  The 
budget  estimates  were  put  together,  and  the  major  decisions  were 
made  in  December  1956,  which  was  the  same  month  in  which  this 
law  became  effective. 

ESTIMATE  OF  CURRENT  YEAR  COSTS 

Senator  Ellender.  What  was  your  estimate  for  fiscal  year  1959. 

Admiral  Gilmore.  The  estimate  of  costs  for  1959  was  $23,500,000. 
In  our  request  for  a supplemental  we  are  in  for  $4,250,000,  so  that 
the  total  cost  in  fiscal  1959  is  roughly  $27%  million. 

Senator  Ellender.  So  once  again,  you  have  underestimated  the 
amount  necessary,  even  though  you  had  a couple  of  years’  experience  ? 

Admiral  Gilmore.  That  is  correct,  sir.  At  the  time  that  we  re- 
ported on  the  1959  request  we  again  indicated  that  the  numbers  of 
dependents  that  were  actually  reported  to  us  were  increasing  and  that 
the  unit  costs  were  rising. 

EFFECT  OF  NEW  REGULATIONS 

Senator  Ellender.  What  effect  did  the  new  regulations  have  on 
the  cost  factor  ? 

Admiral  Gilmore.  The  new  regulations,  sir,  went  into  effect  on 
October  1.  However,  obstetrical  cases  that  had  passed  their  first 
trimester  were  not  included  in  these  new  regulations.  As  a result  of 
that,  the  full  effect  would  not  be  felt  until  about  April  1.  I can  give 
you,  however,  sir,  an  illustration  of  the  effect  so  far,  and  we  anticipate 
further  effect  after  April  when  all  the  obstetrical  cases  of  those  liv- 
ing with  their  sponsors  will  have  come  to  service  hospitals,  within 
the  limitations  of  these  hospitals  as  to  facilities,  personnel  and  funds. 

Senator  Ellender.  Can  you  tell  us  whether  or  not  your  estimates 
will  be  greater  than  the  last  fiscal  year. 
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Admiral  Gilmore.  For  fiscal  year  1960  ? 

Senator  Ellender.  No,  fiscal  years  1959  and  1958. 

Admiral  Gilmore.  For  fiscal  year  1958  the  total  was  $28,554,750 
and  for  fiscal  year  1959,  $27,800,000:  for  fiscal  year  1960  it  will  be 
about  $1  million  more.  Our  estimate  for  1960  is  $28,968,095. 

If  these  restrictions  had  not  gone  into  effect,  an  estimate  right  off- 
hand is  that  there  would  have  been  a request  for  $6  to  $8  million  more 
in  1960. 

USE  OF  GOVERNMENT  FACILITIES 

Senator  Ellender.  Admiral,  is  there  anything  else  that  may  be 
done  to  revise  the  regulations  so  as  to  cause  more  dependents  to  use 
the. Government  facilities? 

Admiral  Gilmore.  May  I state  to  you,  sir,  a few  figures,  showing 
that  that  is  being  effected  ? 

Senator  Ellender.  All  right,  proceed. 

REGISTRATIONS  FOR  OBSTETRICAL  CASES 

Admiral  Gilmore.  From  January  of  1958  through  September  of 
1958,  the  new  registrations  for  obstetrical  cases  in  naval  residency 
training  hospitals  were  at  an  average  of  1,133  per  month.  In  January 
the  rate  was  1,710  per  month. 

With  respect  to  the  average  daily  patient  load  in  all  naval  hospitals 
last  July,  the  number  was  1,439.  In  February,  the  number  was 
1,756. 

When  provision  is  made,  sir,  for  the  two  Naval  hospitals  that  were 
closed  at  Corona  and  Mare  Island  and  for  the  hospital  that  was  re- 
duced at  Bainbridge,  Md.,  the  average  daily  patient  load  has  re- 
turned to  is  essentially  what  it  was  before  the  Dependents’  Medical 
Care  Act  went  into  effect,  sir.  There  is  concrete  evidence  that  the 
shift  is  materializing. 

Senator  Ellender.  With  that  I would  expect  a lower  cost  for  the 
medicare  programs,  but  instead  it  is  going  up. 

Admiral  Gilmore.  That  is  correct.  The  number  of  dependents  re- 
ported have  increased,  and  the  unit  cost  have  gone  up  from  $50.25, 
as  estimated  to  $53.66. 

DEFICIENCY  APPROPRIATION  REQUEST 

Admiral  Beardsley.  The  overobligation,  in  fiscal  year  1958,  how- 
ever, still  exists,  and  we  are  again  requesting  a deficiency  appropria- 
tion in  order  to  remove  it  from  the  records. 

With  respect  to  fiscal  year  1959,  supplemental  funds  are  needed  to 
meet  increased  hospitalization  of  dependents  and  greater  usage  of 
other  Federal  hospitals  for  their  care  and  the  care  of  naval  person- 
nel. This  cost  comprises  $3,214,000  of  the  total. 

The  balance,  in  the  amount  of  $4,243,000,  is  required  for  dependents’ 
medical  care  in  civilian  hospitals. 

Senator  Ellender.  Is  this  increase  in  federally  owned  hospitals? 

Admiral  Gilmore.  No,  sir.  The  last  increase  I mentioned  is  for 
dependents  in  civilian  hospitals. 

Senator  Ellender,  The  increase  of  $4  million  ? 

Admiral  Beardsley.  That  is  in  civilian  hospitals.  The  last  one  is 
in  civilian.  The  former,  $3.2  million,  is  in  the  Government  hospitals. 

Senator  Ellender.  You  mean  in  Army  and  Air  Force  hospitals? 

Admiral  Beardsley.  Or  the  Veterans’  Administration. 

38932— -59 27 
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Senator  Ellender.  And  the  increase  was  $3.2  million  ? 

Admiral  Beardsley.  Yes.  In  keeping  with  the  stated  desires  of 
Congress,  the  joint  regulations  of  the  Department  of  Defense  and  the 
Department  of  Health,  Education,  and  Welfare  have  been  revised  to 
limit  the  use  of  civilian  facilities  wherever  Federal  hospitals  are 
available.  These  regulations  are  currently  effective.  The  funds  re- 
quested at  this  time  are  needed  to  pay  costs  incurred  prior  to  the 
implementation  of  the  new  regulations. 

INCREASED  USE  OF  FEDERAL  FACILITIES 

Senator  Dworshak.  At  that  point,  may  I ask  you  whether  the  new 
regulations  which  became  effective  last  October  will  result  in  the  in- 
creased use  of  the  available  F ederal  facilities  ? 

Admiral  Beardsley.  That  has  been  brought  out  here. 

Senator  Dworshak.  You  say  it  has  been  brought  out.  What  as- 
surance do  we  have  that  you  are  doing  more  than  making  a gesture 
to  implement  the  recommendations  made  by  this  committee  last  year? 

Admiral  Gilmore.  We  have  already  sir,  shown  definite  effects  so  far. 
We  feel  that  the  new  regulations  issued  by  the  Departments  of  De- 
fense and  Health,  Education,  and  Welfare,  have  gone  as  far  as  they 
could  and  still  implement  the  letter  and  the  spirit  of  the  law,  and 
considering  our  limitations  in  Naval  hospitals  as  to  personnel  and 
facilities. 

Senator  Dworshak.  I recall  you  said  that  the  costs  would  have 
been  $6  to  $8  million  more  if  these  new  regulations  had  not  been  made 
effective  ? 

Admiral  Gilmore.  Very  definitely  so. 

OPERATION  DEEP  FREEZE 

Admiral  Beardsley.  As  executive  agent  the  Department  of  the 
Navy  is  responsible  for  logistic  support  of  Operation  Deep  Freeze  in 
the  Antarctic,  an  additional  $2,280,000  is  required  to  pay  unbudgeted 
transportation  costs  and  the  added  expenses  resulting  from  extension 
of  the  operation  beyond  the  originally  scheduled  completion  date. 

This  general  caption  consists  principally  of  military  personnel  ex- 
penses indirectly  attributable  to  the  Mideast  and  Far  East  crises.  It 
was  recognized  early  in  the  year  that  funds  appropriated  for  military 
travel  and  other  personnel  expenses  were  not  sufficient  to  meet  planned 
personnel  levels.  Steps  were  taken  at  that  time  to  reduce  costs  in 
order  to  remain  within  the  funds  appropriated.  With  the  advent 
of  the  crises  in  Lebanon  and  Taiwan  and  the  increased  world  tension 
attendant  thereto,  it  was  not  considered  prudent  to  carry  out  these 
reductions. 

Principally  for  these  reasons  miiltary  personnel  expenses  in  fiscal 
year  1959  will  exceed  available  funds  by  a total  of  $17,498,000. 

HOUSE  ACTION 

I would  like  to  offer  for  the  record  at  this  time  table  No.  2,  which 
is  a chronology  of  events  today  with  respect  to  the  fiscal  1959  sup- 
plemental request  and  the  fiscal  year  1958  deficiency. 

(Tables  1 and  2 follow :) 


Department  of  the  Navy — Office  of  the  Navy  Comptroller 

Table  1. — Fiscal  year  1959  supplemental  and  fiscal  year  1958  deficiency — New  obligational  authority  by  program,  by  appropriation  title 

( H . Doc.  Nos.  58  and  90) 

[In  thousands  of  dollars] 
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CONCLUSION 

Admiral  Beardsley.  House  action  has  been  to  reduce  the  supple- 
mental request  for  1959  by  approximately  10  percent  and  again  to 
deny  the  total  deficiency  appropriation  requested  for  medical  care, 
1958. 

I would  like  to  reiterate  that  our  total  supplemental  request  is  for 
the  net  amount  after  all  possible  absorption  of  increased  costs,  and 
that  these  costs  have  already  resulted  in  expenditures.  In  order  to 
compensate  for  these  unbudgeted  expenses  it  will  be  necessary  to  either 
cancel  or  defer  many  urgent  programs.  Any  reduction  of  this  request 
can  only  be  met  by  further  elimination  or  curtailment  of  vital  func- 
tions  below  the  minimum  acceptable  level.  A full  restoration  is 
strongly  urged  in  order  to  minimize  disruptions  of  functions  and  to 
enable  the  Navy  to  carry  out  its  programs  consistent  with  the  needs 
of  our  national  defense  through  the  rest  of  the  fiscal  year. 

The  representatives  of  the  bureaus  responsible  for  the  management 
of  the  appropriations  concerned  in  these  requests  are  present  to  pro- 
vide the  committee  with  any  further  information  desired. 

As  I mentioned,  they  have  prepared  statements,  which  because 
of  your  interest  in  saving  time,  I suggest  we  insert  in  the  record,  and 
if  you  have  any  specific  questions  about  any  of  the  appropriations,  we 
will  be  glad  to  answer  them. 

Senator  Chavez.  All  right ; we  will  have  each  of  them  come  up  and 
insert  their  statements  in  the  record  and  they  can  tell  us  about  them. 

Admiral  Beardsley.  You  would  like  each  witness  to  come  forward 
and  brief  their  problem  and  insert  their  statement  in  the  record? 

Senator  Chavez.  Yes;  we  want  to  hear  each  of  them,  and  we  might 
possibly  ask  them  some  questions. 

Senator  Saltoxstall.  May  I ask  Admiral  Beardsley  one  question : 

EFFECT  OF  DISALLOWANCE  OF  FUNDS 

You  are  requesting  a reclama,  after  all  the  House  cut,  amounting  in 
1959  to  $11,965,900.  If  the  Senate  saw  fit  not  to  put  back  any  of 
these  amounts  presumably  these  would  be  taken  care  of,  or  substan- 
tially taken  care  of.  as  I see  it.  in  your  1960  budget,  would  they  not? 

Admiral  Beardsley.  None  of  them  would,  at  all,  because  they  are 
all  operating  costs  for  this  year,  and  if  we  do  not  get  this  money  we 
Jwould  have  to  obligate  less  money  this  year,  and  the  next  year's 
budget  would  not  help  us  in  these  areas. 

Senator  Saltoxstall.  By  not  obligating  more  money  in  these 
accounts,  what  it  means  is  that  to  take  care  of  civilian  pay,  to  take 
care  of  Lebanon  and  Taiwan  and  the  unbudgeted  expenses,  you  had 
to  take  it  from  these  accounts  ? 

Admiral  Beardsley.  “Other.” 

Senator  Saltoxstall.  Now  you  are  asking  us  to  put  it  back  ? 

Admiral  Beardsley.  Yes,  sir. 

Senator  Saltoxstall.  Now  I say,  assuming  we  do  not  do  any  of 
this,  then  these  accounts  would  have  to  be  struck  off,  so  to  speak? 
These  amounts  would  have  to  be  knocked  off  entirely  ? 

Admiral  Beardsley.  I think  the  bureau  chiefs^  statements  will 
cover  these  various  items. 

Senator  Saltoxstall.  Not  enough  money  has  been  obligated  for 
these  purposes? 
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Admiral  Beardsley.  Well,  the  requested  restoration  here  of  $21,- 
015,900,  I do  not  think  has  been  obligated. 

CONTINUING  DEFICIENCY 

Senator  Saltonstall.  If  the  $9,050,000  for  medical  care,  1958,  is 
not  appropriated,  that  will  have  to  be  carried  over  as  a continuing  de- 
ficiency until  it  is  solved  in  some  way  ? 

Admiral  Beardsley.  I believe  that  the  Army  fiscal  year  1958  O. 
& M.  appropriation  has  sufficient  funds  remaining,  so  it  is  not  an 
actual  deficiency,  as  far  as  that  appropriation,  on  the  Treasury  books. 
This  is  a case  of  the  Navy  having  to  transfer  money  with  a 1080  to 
the  Army  to  pay  bills  they  paid  for  us,  so  the  Navy  would  continue 
to  owe  the  Army  this  monev. 

Senator  Saltonstall.  The  Navy  would  continue  to  owe  the  Army 
$9  million  until  Congress  in  some  way  covered  it? 

Admiral  Beardsley.  That  is  my  understanding. 

Senator  Saltonstall.  But  what  is  does  is  to  come  out  of  the  Army 
M.  & O.,  and  these  other  items,  as  you  say,  of  this  $11,965,900,  none 
of  that  has  yet  to  be  obligated,  so  that  if  we  do  not  appropriate 
that  money,  what  it  amounts  to  is  that  those  obiectives  for  which 
this  money  was  originally  appropriated  would  not  he  carried  out? 

Admiral  Beardsley.  That  is  correct,  and  I think  each  bureau  chief 
will  touch  on  it,  either  in  his  statement  or  summarization. 

Senator  Saltonstall.  Now,  the  House  cut  it  overall  10  percent. 
What  we  have  to  determine  is  how  far  to  cover  these  unbudgeted 
costs  ? 

Admiral  Beardsley.  That  is  right. 

Senator  Saltonstall.  Now  the  only  unbudgeted  cost,  as  I see  it, 
is  Operation  Deep  Freeze.  Now  you  have  gone  ahead  on  that.  That 
money  has  a ctually  been  spent,  has  it  not  ? 

Admiral  Beardsley.  I prefer  to  defer  that  until  the  witness  testi- 
fies on  that,  so  he  can  tell  you  exactly  the  status  of  the  fuuds. 

Senator  Ellender.  I would  like  to  ask  one  question  of  General 
Moore. 

The  amount  that  is  due  by  the  Navy  to  the  Armv  has  no  connection 
with  the  deficit  that  the  Army  spoke  about  a while  ago? 

General  Moore.  It  is  an  entirely  different  matter,  sir. 

Senator  Ellender.  I suppose  this  is  carried  as  an  asset  by  the 
Army? 

General  Moore.  Yes,  sir 

Admiral  Beardsley.  Accounts  receivable  probably. 

Senator  Saltonstall.  Carrying  that  thought  further,  the  Army 
does  not  request  anything  for  1958,  but  the  Army  request  is  for  sup- 
plemental 1959;  is  that  correct? 

General  Moore.  Well,  the  Army  is  not  requesting  this  item,  although 
it  is  owed  to  the  Army.  The  Navy  is  requesting  this. 

Senator  Saltonstall.  Mv  nrimarv  thought  is  this : Did  the  Army 

reouest  anv  supplemental  1958  funds? 

General  Moore.  No.  sir.  1956  and  1957.  The  Army  did  request 
1956  and  1957  funds,  but  not  1958. 

Senator  Saltonstall.  Not  1958.  All  right.  Thank  you. 
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Military  Personnel,  Navy 

STATEMENT  OF  VICE  ADM.  H.  P.  SMITH,  DEPUTY  CHIEF  OF  NAVAL 
OPERATIONS  (PERSONNEL  AND  NAVAL  RESERVE),  AND  CHIEF 
OF  NAVAL  PERSONNEL,  ACCOMPANIED  BY  CAPT.  B.  SCHUMM, 
ASSISTANT  CHIEF  OF  NAVAL  PERSONNEL  FOR  FINANCE  (COMP- 
TROLLER) ; AND  C.  E.  STAUDTE,  ASSISTANT  COMPTROLLER  FOR 
BUDGET,  COMPTROLLER  DIVISION  B11PERS 

Request  for  Restoration  of  Reduction 

Senator  Chavez.  The  next  item  is  for  “Military  personnel,  Navy.” 
The  budget  estimate  is  $36,735,000  and  is  for  costs  of  the  emergency 
situations  in  the  Near  East  and  Far  East  earlier  this  year,  for  addi- 
tional social  security  costs,  and  increases  in  the  rate  of  commutation 
of  rations. 

The  House  has  allowed  $33,061,500.  Restoration  of  $3,673,500  is 
requested. 

At  this  point  in  the  record  I shall  insert  the  program  by  activities 
and  by  object  classification  for  “Military  personnel,  Navy.” 

(The  information  referred  to  follows:) 

Program  and  financing 


1959  presently 


1959  revised 


available 


estimate 


Program  by  activities: 

Direct  obligations: 

1.  Pay  and  allowances 

2.  Subsistence  in  kind 

3.  Movements,  permanent  change  of  station 

4.  Other  costs 


$2,  252,  636,  000 
147,  880,  000 
117, 156,  000 
3,  048,  000 


$2,  271,  017,  000 
153, 105,  000 
130,  285,  000 
3,  048,  000 


Total  direct  obligations 

Keimbursable  obligations 

Total  obligations 

Financing: 

Unobligated  balance  transferred  (72  Stat.  716)  from— 

“Navy  stock  fund” 

“Navy  industrial  fund” 

Advauces  and  reimbursements  from— 

Other  accounts 

Non-Federal  sources  (5  U.S.C.  171m-l,  172d, 
172d-l;  10  U.S.C.  6086-7) 


2,  520,  720,  000 
33,  713,  000 

2,  554,  433,  000 

-120,  000,  000 

-15,  000,  000 

-19,917,  000 

-13,  796,000 


2,  557, 455,  000 
33,  713,  000 

2,  591, 168,  000 

-120,  000,  000 

-15,  000,  000 

-19,  917,  000 

-13,796,  000 


Appropriation  (new  obligational  authority) . 


2,  385,  720,  000 


2,  422,  455,  000 


1959,  increase 
(+)  or  de- 
crease (— ) 


+$18, 381, 000 
+5,  225,  000 
+13, 129,  000 


+36,  735,  000 


+36,  735,  000 


+36,  735,  000 
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Object  classification 


1959  presently 
available 

1959  revised 
estimate 

. 

1959,  increase 
(+)  or  de- 
crease (— ) 

Direct  obligations: 

01  Personal  services:  Military 

02  Travel  . . . _ _ 

$2,  221,  368, 000 
56,  296, 000 
39,  707. 000 
1,  938. 000 
10,  936,  000 
146,  243,  000 
12,  584, 000 
324,  000 
31,  324,  000 

$2,  237, 247,  000 
65, 425, 000 
43,  707,  000 
1,  938, 000 
10,  970, 000 
151, 434,  000 
12, 584,  000 
324,  000 
33, 826,  000 

+$15, 879, 000 
+9, 129, 000 
+4, 000, 000 

03  Transportation  of  things  _ ___ __ 

05  Rents  and  utility  services 

07  Other  contractual  services... 

08  Supplies  and  materials..  . _ _ _ 

12  Pensions,  annuities,  and  insurance  claims.  _ 

14  Interest 

+34, 000 
+5, 191,  000 

15  Taxes  and  assessments.  ___ 

+2,  502, 000 

Total  direct  obligations 

Reimbursable  obligations  . 

2, 520,  720,  000 
33,  713,  000 

2,  557, 455,  000 
33, 713, 000 

+36,  735,  000 

Total  obligations 

2,  554,  433,  000 

2,  591, 168, 000 

+36, 735, 000 

PEEPAEED  STATEMENT  , 

Senator  Chavez.  You  may  proceed. 

Admiral  Smith.  As  suggested,  sir,  I would  like  to  submit  for  the 
record  my  brief  statement,  and  then  briefly  give  you  the  highlights  of 
the  statement. 

Senator  Chavez.  The  statement  will  be  inserted  in  the  record  at  this 
point. 

(The  statement  referred  to  follows :) 

Statement  of  Vice  Adm.  H.  P.  Smith,  Chief  of  Naval  Personnel  and 

Deputy  Chief  of  Naval  Operations  (Personnel  and  Naval  Reserve), 

in  Connection  With  Supplemental  Appropriation  Estimate  for  the 

Appropriation,  Military  Personnel,  Navy,  Fiscal  Year  1959 

Mr.  Chairman  and  gentlemen  of  the  committee,  I appreciate  this  opportunity 
to  speak  to  the  critical  situation  facing  the  Navy  in  fiscal  year  1959  as  a result 
of  the  House  action  on  our  request  for  additional  funds  under  the  appropriation 
“Military  personnel,  Navy.” 

Briefly,  this  appropriation  provides  for  the  pay  and  allowances  of  the  active 
duty  personnel  of  the  Navy.  As  a result  of  the  crises  in  the  Middle  East  and 
Far  East,  a request  for  additional  funds  for  this  purpose  was  submitted  to  the 
House  of  Representatives,  after  justification  to  and  approval  by  the  Secretary 
of  Defense  and  the  Bureau  of  the  Budget.  It  is  now  known  that  the  $36,735,000 
requested  is  the  bare  minimum  for  our  projected  requirements  through  June  30, 
1959.  Actually,  certain  steps  have  been  taken  in  order  to  live  within  the  1959 
original  appropriation  made  available  last  August  plus  the  additional  $36,735,000. 
Stringent  economies  have  been  made  in  the  personnel  transportation  and  sub- 
sistence areas. 

The  House  action  in  reducing  the  supplemental  request  by  $3,673,500  places 
in  jeopardy  the  ability  of  the  Navy  to  hold  its  personnel  strength  of  630,000 
as  approved  for  June  30,  and  for  the  next  fiscal  year.  Unless  the  amount  cut 
by  the  House  is  restored  the  only  actions  remaining  to  be  taken  to  restrict 
expenditures  to  the  reduced  figure  would  be  drastic  in  nature.  These  actions, 
which  include  reducing  Navy  strength  and  further  delaying  promotions,  would 
of  necessity  involve  large  numbers  of  personnel  in  order  to  generate  the  differ- 
ence between  the  amount  recommended  by  the  House  and  the  amount  of  our  re- 
quest. We  have  reached  the  stage  in  the  course  of  the  year  when  it  begins  to 
’Cost  more  to  separate  a man  from  the  service  than  to  keep  him.  Therefore, 
reducing  the  strength  of  the  Navy  to  save  money  in  fiscal  year  1959  would  involve 
stopping  recruiting.  This  would  result  in  a permanent  loss  to  the  Navy  of  quali- 
fied recruits  available  for  enlistment  in  the  next  few  months.  The  number  of 
recruits  lost  would  approximate  10,000.  The  manning  level  of  the  fleet — 80.. > 
percent  of  complement — is  already  critically  low  in  1959.  The  only  actions  left 
to  me  to  generate  savings  in  this  appropriation  would  be  damaging  to  the  strength 
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and  the  morale  of  the  Active  Navy  Forces  and  I should  hesitate  to  initiate  such 
actions. 

In  view  of  the  above,  I urgently  request  the  restoration  of  the  cut  recommended 
by  the  House  and  the  granting  of  an  appropriation  in  the  full  amount  of  our 
supplemental  request  of  $36,735,000. 

General  Statement 

Admiral  Smith.  Xow,  I speak  only  to  the  appropriation  “Military 
personnal,  Xavy.” 

That  is  for  the  pay,  allowances,  subsistence,  and  transportation  of 
the  active  military  personnel  of  the  Xavy. 

My  situation  is  this : that  I am  operating  on  a personnel  plan  that 
is  deficient  $36,735,000.  This  is  the  amount  which  has  been  approved 
by  the  Office  of  the  Secretary  of  Defense  and  the  Bureau  of  the  Bud- 
get for  submission  to  the  Congress. 

This  sum  has  been  reviewed  in  order  to  get  it  just  as  low  as  we  can 
get  it  for  our  minimum  requirements.  I have  made  all  the  savings, 
nil  the  estimates  of  absorption  that  could  possibly  be  made. 

HOUSE  reduction 

Senator  Chavez.  You  asked  for  $36  million-plus,  and  the  House 
reduced  it  by  $3,673,500  and  that  is  the  picture  now  that  you  are 
talking  to  ? 

Admiral  Smith.  Yes,  sir.  I make  this  one  statement,  sir:  that  as 
late  as  last  Xovember  I could  have  prepared  a plan  which  would 
have  permitted  me  to  live  within  the  1959  appropriation  but  at  that 
point  I passed  the  point  of  no  return. 

At  this  stage  now  it  costs  about  as  much  to  let  a man  go  as  it  does 
to  keep  him,  when  you  have  to  pay  him  off  and  give  him  his  various 
emoluments,  and  so  forth.  Therefore  the  only  method  open  to  saving 
money  is  to  cease  recruiting  and  that  would  have  the  effect  at  the  end 
of  the  year  of  a reduction  in  the  number  of  men,  who  are  desperately 
needed  to  man  the  fleet. 

TTe  think  the  fleet's  manning  level  is  as  low  as  it  can  possibly  go 
under  81  percent. 

That,  in  brief,  Mr.  Chairman,  is  my  statement. 

Senator  Saltoxstall.  I have  one  question,  Mr.  Chairman:  Your 
shortage  would  be  approximately  10,000  personnel.  In  other  words, 
if  you  had  it  cut  10,000  the  separation  pay  would  make  this  amount 
of  $3.6  million  show  up  in  next  year's  budget  as  an  additional  item 
to  take  care  of  this  separation  pay  ? 

Admiral  Smith.  That  would  be  the  financial  effect.  The  practical 
effect  on  our  manpower  would  be  much  greater  because  I would 
have  lost  the  high  caliber  recruits  that  I would  ordinarily  get  in  the 
months  of  May  and  June. 

Senator  Saltoxstall.  In  addition,  you  would  lose  10,000? 

Admiral  Smith.  At  the  end  of  the  year,  the  strength  would  be 
10,000  under,  and  that  deficiency  would  be  in  existence  for  some 
period  of  time. 

Senator  Saltoxstall.  Thank  you. 
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Aircraft  and  Facilities,  Navy  (AFN) 

STATEMENT  OE  REAR  ADM.  R.  E.  DIXON,  CHIEF,  BUREAU  OF  AERO- 
NAUTICS, ACCOMPANIED  BY  VICE  ADM.  R.  B.  PIRIE,  DEPUTY 
CHIEF  OF  NAVAL  OPERATIONS  (AIR) 

Supplemental  Requests 

Senator  Chavez.  The  next  item  is  “Aircraft  and  facilities”  and  the 
budget  estimate  for  this  item  is  $20  million.  Supplemental  requests 
were  occasioned  by  the  Lebanon  and  Taiwan  situations,  unbudgeted 
costs  of  Operation  Deep  Freeze,  and  the  civilian  pay  raise. 

The  House  allowed  $18  million,  a cut  of  $2  million.  The  Depart- 
ment is  requesting  full  restoration. 

At  this  point  in  the  record  I shall  insert  the  program  by  activities 
and  by  object  classification  for  “Aircraft  and  facilities.” 

(The  information  referred  to  follows :) 

Program  and  financing 


1959 

presently 

available 


1959 

revised 

estimate 


1959  in- 
crease (+)  or 
decrease  (— ) 


PROGRAM  BY  ACTIVITIES 


Direct  obligations: 


1.  Flieht  operations,  Regular  Navy 

2.  Flight  operations,  Naval  Reserve 

3.  Aircraft  overhaul 

4.  Station  operations,  Regular  Navy 

5.  Station  operations,  Naval  Reserve 

6.  Alteration  and  replacement  of  facilities 

7.  Supporting  equipment,  materiel  and  services 

8.  Departmental  administration 

Supplemental  required  for  pay  increases 

Total  direct  obligations.. 


$181,  519.  000 
19, 243. 000 
246,  338,  000 
215,  835,  000 
15,  622,  000 
50,  286.  000 
105,  627,  000 
9,  647.  000 
-6,  249,  000 


837,  868,  000 


$185,  751,000 
19,  243.  000 
254.  540.  000 
216.  610.  000 
15,  622,  000 
50.  286,  000 
106, 169,  000 
9,  647,  000 


857.  868,  000 


+$4, 232,  000 


+8,  202,  000 

+775,  000 


+542,  000 


+6,  249,  000 


+20,  000,  000 


Reimbursable  obligations: 

1.  Flight  operations,  Regular  Navy 

2.  Flight  operations,  Naval  Reserve 

3.  A ircraft  overhaul 

4.  Station  operations,  Regular  Navy 

5.  Station  operations,  Naval  Reserve  

6.  Alteration  and  replacement  of  facilities 

7.  Supporting  equipment,  materiel  and  services 

8.  Departmental  administration 


1, 000,  000 


28,  500. 000 
10,  812.  000 
742.  000 
650.  000 
2,  317,  000 
2,  000 


1,  000,  000 


28.  500.  000 
10,  812.  000 
742,  000 
650.  000 
2,  317,  000 
2,  000 


Total  reimbursable  obligations 
Total  obligations 


44,  023,  000  44,  023,  000 

881,  891,  000  901,  891,  000 


+20,  000,  000 


FINANCING 


Unobligated  balance  brought  forward  (69  Stat.  438) 

Advances  and  reimbursements  from  other  accounts: 

Deliveries  of  materiel  common  to  U.S.  requirements  ord- 
ered by  military  assistance  in  current  year 

Other  accounts 

Non-Federal  sources  (10  U.S.C.  2481;  10  U.S.C.  2667;  5 

U.S.C.  61b  and  22  U.S.C.  1816) 

Anticipated  reimbursements  for  future  year  deliveries  of  ma- 
teriel common  to  U.S.  requirements  ordered  by  military  as- 
sistance in  current  year 


-10, 000,  000 

-80,  000 
-31,  588, 000 

-1,  600,000 
-755,  000 


-10,  000,  000 


-80,  000 
-31,  588,  000 

-1,600,  000 


-755,  000 


837,  868,  000 


857,  868, 000  +20,  000,  000 


New  obligational  authority 
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Object  classification 


Total  number  of  permanent  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  3rear 

Personal  service  obligations: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total,  personal  service  obligations 

Direct  obligations: 

01  Personal  services 

02  Travel 

03  Transportation  of  things 

04  Communications  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

Labor  contracts  with  foreign  governments  1 

08  Supplies  and  materials 

09  Equipment 

10  Lands  and  structures 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

Subtotal 

Deduct  portion  of  foregoing  obligations  originally  charged  to 
object  classes  07,  08,  and  09 


1959 


1959 


1959  in- 


presently 

available 


revised  crease  f+)  or 

estimate  decrease  (— ) 


66,  877 
65,  489 
63,  692 


$336,  258,  000 
3,  000 
7,  674,  000 


343,  935,  000 


66,  877 
65,  489 
63,  692 


$336,  258,  000 
3.  000 
7,  674,  000 


343,  935,  000 


342,  477, 137 
13, 185,  000 
17,  384,  000 
2,  561,000 
12,  040,  000 
2,  694,  000 
61,  356,  630 

2,  900,  000 
4, 113,  000 

251,  891,  024 
112,  754,  000 

3,  683,  000 
21,  771,  209 

63,  000 
-6,  249,  000 


842,  624,  000 


342,  477, 137 
13,  727,  000 
19,  464,  000 
2,  561,  000 
12,  040,  000 
2,  694,  000 
62,  680,  630 

2,  900,  000 
4, 113,  000 

261,  696,  024 
112,  754,  000 

3,  683,  000 
21,  771,  209 

63,  000 


862,  624,  000 


+$542,  000 
+2,  080,  000 


+1,  324,  000 


+9,  805,  000 


+6,  249,  000 


+20,  000,  000 


4,  756,  000 


4,  756,  000 


Total  direct  obligations 

Reimbursable  obligations: 

01  Personal  services 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 
15  Taxes  and  assessments 


837,  868,  000 


1,  457,  863 
11,609,  000 
27,  945,  000 

2,  916,  908 

94,  000 
229 


857,  868,  000 


1,  457,  863 
11,609,  000 
27,  945,  000 

2,  916,  908 

94,  000 
229 


+20,  000,  000 


Total  reimbursable  obligations 
Total  obligations 


44,  023,  000 


44,  023,  000 


881,  891,  000 


901,  891,  000  + 20,  000,  000 


1 Average  number  of  persons:  1959,  4,691. 


PREPARED  STATEMENT 

Senator  Chavez.  We  will  now  liear  from  Admiral  Dixon. 

Admiral  Dixon.  I will  file  my  statement  with  the  committee  and 
summarize  briefly. 

(The  statement  referred  to  follows :) 

Statement  of  Rear  Adm.  Robert  E.  Dixon,  USN,  Chief,  Bureau  of  Aeronau- 
tics, Concerning  Supplemental  Request  for  the  Fiscal  Year  1959  Aircraft 
and  Facilities  Appropriation 

Mr.  Chairman  and  members  of  the  committee,  the  aviation  segment  of  the 
Navy’s  $136.5  million  supplemental  request  to  the  House  Appropriations  Com- 
mittee was  $20  million.  The  House  made  a general  reduction  of  $2  million 
in  this  amount.  We  are  requesting  this  committee  to  restore  the  $2  million  de- 
leted by  the  House  to  avoid  detrimental  cutbacks  in  technical  procurement  es- 
sential to  maintain  aircraft  readiness. 

The  $20  million  request  covers  three  specific  requirements  which  arose  after 
the  1959  appropriations  were  passed  and  which  could  not  be  accommodated 
within  the  $837.9  million  appropriated  to  our  1959  aircraft  and  facilities  appro- 
priation. This  amount  provides  $11.7  million  for  the  out-of-pocket  costs  of  the 
Lebanon  and  Taiwan  Straits  situations,  $2.1  million  for  unbudgeted  costs  of 
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( )]>cr;n  i-»a  Deep  Freeze,  and  $0.2  million  for  a portion  of  the  cost  of  the  civilian 
classified  pay  raise  enacted  last  year. 

Mur  largest  requirement  is  the  $11.7  million  spent  on  the  emergency  opera- 
tions in  the  Mideast  and  Far  East.  At  the  outset  of  trouble  in  July,  the  Navy 
stepped  up  the  operating  tempo  of  its  combatant  forces  and  sustained  these  ac- 
celerated operations  for  a period  of  about  4 months.  We  increased  the  flying 
of  our  carrier-based  aircraft  engaged  in  air  reconnaissance  and  antisubmarine 
warfare  operations,  and  increased  the  number  of  patrol  aircraft  flying  the  Pacific, 
Atlantic,  and  Iceland  barriers. 

Although  the  tempo  of  operations  has  now  lessened  somewhat,  the  readiness 
•ositioji  of  our  forces  is  being  maintained  at  a relatively  high  level  and  conse- 
quently some  additional  costs  will  continue  to  accrue  for  the  remainder  of  the 
ear.  In  our  $11.7  million  request,  however,  we  are  asking  only  for  those  out- 
of-pocket  costs  incurred  during  the  first  4 months  of  the  year  which  were  over 
and  above  normal  operating  costs.  These  over-  and  above-normal  costs  include 
be  increased  consumption  of  aviation  fuel,  per  diem  for  deployed  units,  in- 
•reased  air  station  support,  and  particularly  the  cost  of  overhauling  additional 
aircraft  engines  and  of  performing  emergency  work  on  squadron  aircraft  to 
make  them  more  combat  ready.  All  other  costs,  such  as  drawdowns  on  stocks 
>f  repair  parts  and  the  continued  deployment  of  aviation  forces  are  either  being- 
absorbed  or  deferred  to  subsequent  years. 

Our  second  requirement  of  $2.1  million  for  Operation  Deep  Freeze  is  for  the 
•ost  of  reimbursing  the  Military  Air  Transport  Service  (MATS)  for  airlifting 
cargo  and  personnel  between  the  United  States  and  New  Zealand  and  thence  to 
American  bases  in  Antarctica.  These  bases  were  developed  in  support  of  this 
country’s  participation  in  the  International  Geophysical  Year.  Although  the  in- 
ternational aspects  of  Operation  Deep  Freeze  are  drawing  to  a close,  four  of  the 
seven  American  Antarctica  bases  will  continue  in  operation  during  fiscal  year 
1959  as  a part  of  this  country’s  Antarctic  research  program.  No  funds  were  in- 
cluded in  the  1959  appropriation  requests  for  the  airlift  costs  of  servicing  and 
resupplying  these  bases.  The  Navy,  being  the  executive  agent  for  Operation 
Deep  Freeze,  has  been  assigned  the  responsibility  for  financing  these  costs  for 
all  American  participants  in  the  Antarctic  program. 

Our  final  unbudgeted  requirements  of  $6.2  million  is  for  a portion  of  the  cost 
of  the  pay  raise  granted  to  the  classified  employees  last  year.  The  total  cost  of 
this  pay  raise  in  this  appropriation  amounts  to  $8.7  million,  but  we  are  absorb- 
ing $2.5  million  of  these  costs  within  the  funds  already  appropriated. 

We  would  like  to  emphasize,  Mr.  Chairman,  that  the  full  amount  of  the  $20 
million  request  is  required  to  support  our  operations  for  the  remainder  of  the 
year.  This  amount  was  arrived  at  only  after  all  possible  economies  had  been 
taken  into  account.  Accordingly,  we  have  limited  our  request  to  the  money  we 
have  had  to  spend  this  year  for  the  classified  pay  raises  and  the  actual  out-of- 
pocket  costs  of  the  Lebanon  and  Taiwan  situations.  The  noncash  costs  of  these 
emergency  operations  such  as  drawdowns  on  stocks  of  material  and  equipment 
are  not  covered.  We  are  deferring  the  replenishing  of  these  items  to  subsequent 
years.  In  addition,  we  are  absorbing  all  other  unbudgeted  requirements  affect- 
ing this  appropriation,  the  largest  being  some  $18  million  in  blue  collar  wage 
increases  which  have  occurred  since  we  submitted  our  appropriation  request  last 
year.  Part  of  this  absorption  is  being  made  possible  by  curtailing  operations 
where  feasible,  and  by  closing  a number  of  air  stations  and  reducing  the  scope 
of  operations  at  others. 

Another  factor  of  paramount  importance  is  that  subsequent  to  House  action 
on  our  supplemental  request,  we  have  experienced  an  unanticipated  price  in- 
crease in  the  cost  of  aviation  fuel  effective  April  1, 1959.  This  increase  alone  will 
inflate  our  costs  in  excess  of  $2  million  between  now  and  June  30  and  will  in- 
evitably lead  to  reduced  operations. 

Mr.  Chairman,  we  feel  that  we  have  done  all  we  can  to  reduce  costs  or  defer 
reouirements.  With  the  easing  of  tensions  in  the  trouble  areas,  we  are  reducing 
the  tempo  of  aviation  operations  consistent  with  the  needs  of  the  current  situa- 
tion. However,  after  taking  all  of  these  actions  into  account,  we  are  short  $20 
million  for  continuing  these  operations  even  at  a reduced  rate  for  the  remainder 
of  this  year.  The  reduction  of  $2  million  made  by  the  House  compounds  an  al- 
ready austere  support  area  and  will  necessitate  still  further  curtailments  of 
essential  fleet  operations  for  the  balance  of  the  fiscal  year,  thereby  reducing 
the  current  readiness  capability  of  naval  aviation  forces.  We  accordingly  re- 
spectfully urge  this  committee  to  restore  the  $2  million  deleted  by  the  House  and 
approve  the  full  amount  of  the  $20  million  request. 
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BREAKDOWN  OF  SUPPLEMENTAL  KEQUEST 

Admiral  Dixon.  Briefly,  this  $20  million  is  the  naval  aviation  seg- 
ment of  this  supplemental  request  and  consists  of  three  main  areas : 
$11.7  million  for  the  out-of-pocket  costs  of  Lebanon  and  Taiwan, 
which  includes  flight  operations,  the  additional  engine  overhauls,  air- 
craft engine  overhaul  required  as  a result  of  increased  flying ; addi- 
tional reworking  of  aircraft  for  the  same  reason ; additional  overtime 
necessitated  on  air  stations  to  get  our  carriers  ready  and  our  air  groups 
ready,  and  additional  fleet  personnel  travel  costs. 

They  are  the  items  in  the  $11.7  million. 

Next  is  the  $2.1  million  fcr  unbudgeted  costs  of  Deep  Freeze,  which 
have  been  discussed  previously. 

These  are  charges  we  must  pay  to  the  Military  Air  Transport  Serv- 
ice for  the  transportation  of  personnel  and  equipment  to  the  Antarctic. 
These  costs  are  being  generated  every  day.  Some  of  the  travel  has 
been  completed  and  the  bills  are  being  presented  to  us  for  payment. 

DEEP  FREEZE  OPERATION 

Senator  Chavez.  Can  you  give  us  a little  more  detail  on  the  Deep 
Freeze  operation? 

Admiral  Dixon.  Yes,  sir. 

Previously,  Mr.  Chairman,  the  Navy  has  provided  some  of  the  trans- 
portation costs  for  Deep  Freeze.  We  have  had  a squadron  that  has 
flown  from  New  Zealand  to  the  Antarctic.  We  have  also  provided 
Navy  fuel  in  the  Antarctic.  This  is  the  first  year  we  have  been  re- 
quired to  be  the  Navy  sponsor  for  the  Antarctic  as  regards  these  costs. 

We  have  taken  them  up  previously  in  our  normal  maintenance  and 
operation  budgets. 


IMPACT  ON  READINESS  OF  AVIATION 

Now,  the  third  item,  Mr.  Chairman,  is  $6.2  million  for  a portion  of 
the  cost  of  the  pay  raise  granted  to  the  civilian  classified  employees 
this  year.  Failure  to  get  the  full  amount  of  these  funds  will  have 
an  immediate  impact  on  the  readiness  of  naval  aviation. 

The  only  way  we  can  make  up  for  the  shortage  is  to  stop  our  pro- 
curement this  fiscal  year,  to  delay  it  until  next  year.  That  is  what 
we  would  have  to  do. 

Senator  Ellender.  WTlv  do  vou  select  such  a sensitive  item.  Ad- 

i/  t/ 

miral?  As  I recall  the  total  appropriation  approximates  $1  billion. 

Admiral  Dixon.  In  this  appropriation.  $837  million. 

Senator  Ellender.  And  do  you  mean  to  tell  this  committee  that  a 
little  item  like  $2  million  cannot  be  absorbed  in  such  a large  appro- 
priation ? 

Admiral  Dixon.  Yes,  sir. 

Senator  Ellender.  I think  that  is  ridiculous. 

Admiral  Dixon.  We  have  trimmed  this  maintenance  and  operation 
appropriation  to  the  bone.  We  have  taken  into  account  all  possible 
economies  and  have  done  all  we  can  to  absorb  costs  or  defer  require- 
ments. 

Admiral  Beardsley.  Senator  Ellender,  this  $800  million  appropria- 
tion has  already  had  to  absorb  unbudgeted  costs  of  about  $40  million. 
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Senator  Ellender.  But,  certainly  $2  million  could  be  absorbed,  or 
some  less  sensitive  item  eliminated. 

Senator  Ciiavez.  Let  us  put  it  this  way:  Admiral,  you  have  indi- 
cated the  money  that  is  necessary  to  be  restored  for  the  procure- 
ment of  materials  for  flight  operations  and  aircraft  overhaul.  What 
sort  of  equipment  is  in  this  plane  that  you  are  talking  about? 

Admiral  Dixon.  Senator,  this  could  be  gaskets,  tires,  or  tubes.  It 
can  be  more  technical  material.  It  will  be  spare  parts  for  aircraft. 

Admiral  Beardsley.  We  have  absorbed  a $18  million  classified 
pay  increase,  plus  other  items  that  he  has  mentioned  here. 

Senator  Chavez.  What  does  your  inventory  of  this  type  of  aircraft 
amount  to  ? 

AIRCRAFT  IN  INVENTORY 

Admiral  Dixon.  Aircraft  in  inventory  ? 

Senator  Chavez.  Yes. 

Admiral  Dixon.  This  applies  to  all  of  our  operating  aircraft,  Mr. 
Chairman,  across  the  board.  All  aircraft. 

Senator  Chavez.  But  your  particular  request  here  is  in  regard  to 
the  facilities  that  are  used  in  the  operation  of  the  aircraft,  the  over- 
hauling and  everything  like  that. 

Admiral  Dixon.  Yes,  sir,  Mr.  Chairman,  but  I cannot  specify  the 
particular  airplanes. 

Senator  Chavez.  How  many  are  there  in  number  ? 

Admiral  Dixon.  We  have  in  the  operating  program,  7,600  aircraft 
for  this  time  period. 

Senator  Chavez.  In  these  areas  ? 

Admiral  Dixon.  Yes,  sir. 

Senator  Chavez.  Senator  Saltonstall. 

Senator  Saltonstall.  I have  one  question  to  ask  this  gentleman: 
In  substance,  what  you  are  saying  is  this  is  the  broad-speaking  side 
of  your  M.  and  O.  of  aircraft,  of  your  account  of  aircraft  and 
facilities  ? 

Admiral  Dixon.  That  is  correct,  Senator.  This  late  in  the  fiscal 
year  we  cannot  save  $2  million  by  releasing  people  and  taking  other 
action.  The  only  action  we  can  take  is  to  fail  to  place  procurement 
orders  which  should  be  placed. 

Senator  Ellender.  I think  there  was  a statement  made  a while  ago 
by  Admiral  Beardsley  or  someone  else  in  the  rear,  that  as  far  as  it 
was  known,  we  did  not  get  any  assistance  in  the  Far  East  by  any 
of  our  so-called  allies,  nor  did  we  get  any  assistance  in  the  Near  East. 

Admiral  Dixon.  Except  for  the  Chinese  Nationalists,  I know  of 
none,  sir,  on  Taiwan. 

Senator  Ellender.  Well,  we  are  supporting  the  Chinese  National- 
ists, as  you  know,  giving  them  our  “all”  and  as  far  as  you  know,  we 
have  received  no  assistance  whatever  from  any  source,  except  the 
Chinese  Nationalists? 

Admiral  Dixon.  To  my  knowledge ; yes,  sir. 

Senator  Chavez.  All  right.  Thank  you,  Admiral. 
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Ships  and  Facilities,  Navy 

STATEMENT  OF  REAR  ARM.  L.  V.  HONSINGER,  DEPUTY  AND 
ASSISTANT  CHIEF,  BUREAU  OF  SHIPS 

RESTORATION  REQUEST 

Senator  Chavez.  The  next  item  is  “Ships  and  facilities. *’  The 
budget  request  is  $20  million,  generally  for  the  same  reasons  as  previ- 
ously indicated. 

The  House  allowed  $18  million.  Restoration  of  the  $2  million  is 
requested. 

At  this  point  in  the  record  I shall  insert  the  program  by  activities 
and  by  object  classification  for  “Ships  and  facilities.** 

(The  information  referred  to  follows:) 

Program  and  financing 


1959 

presently 

available 


1959 

revised 

estimate 


1959  in- 
crease (+)  or 
decrease  (— ) 


Program  by  activities: 

Direct  obligations: 

1.  Maintenance  and  operation  of  the  active  fleet 

2.  Active  fleet  alterations  and  improvements 

3.  Technical  support  programs 

4.  Maintenance  and  preservation  of  reserve  fleet 

5.  Maintenance  and  operation  of  Naval  Reserve  train- 

ing vessels  

6.  Fuel  for  sMps 

7.  Procurement  of  maintenance  material 

8.  Fleet  support  facilities 

9.  Departmental  administration 

Supplemental  required  for  pay  increase 

Total  direct  obligations 

Reimbursable  obligations:  Total  reimbursable  obligations. 


$328.  562.  000 
75.  978.  000 
64.  877.  000 
18.  526. 000 

10.  681.000 
107.  370.  000 
70.  620.  000 
93,  743. 000 
17.  454.  000 
-7.  403.000 


780.  408.  000 


32,  756,  000 


$337,  520.  000 
76.  213,  000 
64.  877. 000 
18.  526,000 

10.  681.000 
107.  370, 000 
73,  OSS.  000 
94.  682.  000 
17,  454,  000 


800.  408.  000 


32.  756.  000 


+$8,  958,  000 
+235,  000 


+2.  465.  000 
+939,  000 


+7,  403,  000 


+20,  000,  000 


Total  obligations 

Financing: 

Unobligated  balance  brought  forward  (69  Stat.  438) 

Unobligated  balance  (anticipated  reimbursements  to  be 
earned  from  military  assistance  fund  reservations)  trans- 
ferred to  or  from  (— ) other  accounts 

Advances  and  reimbursements  from — 

Deliveries  of  materiel  common  to  U.S.  requirements 

ordered  by  military  assistance  in  current  year 

Other  accounts 

Non-Federal  sources  (10  U.S.C.  2481,  2665  , 7367  : 31 

U.S.C.  489a) 

Anticipated  reimbursements  for  future  year  deliveries  of 
materiel  common  to  LT.S.  requirements  ordered  by 

military  assistance  in  current  year 

Unobligated  balance  carried  forward  (69  Stat.  438) 

Unobligated  balance  no  longer  available 


813. 164.  000 
-7,313, 253 

618,  815 


-5,  506,  000 
-19.  856,000 

-4,  400,  000 


-6.  392,  000 
10,  092,  438 


833. 164. 000 
-7,313,253 

618,  815 

—5.  506,  000 
-19,  856,  000 

-4,400,000 

-6,  392,  000 
10,  092,  438 


+20,  000, 000 


780,  408,  000 


800,  408,  000 


+20,  000,  000 


New  obligational  authority 
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Object  classification 


Department  of  the  Navy 


1959 

presently 

available 


1959 

revised 

estimate 


1959  in- 
crease (+)  or 
decrease  (— ) 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions. 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 


Personal  service  obligations: 

Permanent  positions 

Positions  other  than  permanent. 
Other  personal  services 


Total  personal  service  obligations. 
Direct  obligations: 


01 

02 

03 

04 

05 

06 
07 


08 

09 

10 
11 
13 
15 


Personal  services 

Travel 

Transportation  of  things 

Communication  services 

Rents  and  utility  services 

Printing  and  reproduction 

Other  contractual  services 

Services  performed  by  other  agencies 

Labor  contracts  with  foreign  governments  >. 

Supplies  and  materials 

Equipment 

Lands  and  structures 

Grants,  subsidies,  and  contributions 

Refunds,  awards,  and  indemnities 

Taxes  and  assessments 


Supplemental  required  for  pay  increase. 
Total  direct  obligations 


Reimbursable  obligations: 

01  Personal  services 

07  Other  contractual  services. 

08  Supplies  and  materials 

09  Equipment 


Total  reimbursable  obligations... 
Total,  Department  of  the  Navy. 


ALLOCATION  ACCOUNTS 

07  Other  contractual  services.. 

Total  obligations.. 


9, 173 
1 

8,  961 

9,  046 


9, 173 
1 

8,  961 

9,  046 


$40,  301,  000 
10,  000 
2, 158,  000 


$40,  301,000 
10,  000 
2, 158,  000 


42,  469,  000 


42,  469,  000 


42, 

5, 

4, 

2, 

8, 

1, 

419, 

18, 

8, 

223, 

44, 

1, 


-7, 


469,  000 
642,  000 
335,  000 
200,  000 
300,  000 
216,  000 
526, 100 
525,  000 
760,  900 
970,  000 
147,  000 
350,  000 
800,  000 
90,  000 
280,  000 
403,  000 


42,  469,  000 
5,  642,  000 
4,  335,  000 
2,  200,  000 
8,  300,  COO 
1,  216,  000 
423,  695, 100 
18,  525,  000 
8,  760,  900 
229,  933,  000 
46,  612.  000 
350,  000 
1 800,000 
90,  000 
280,  000 


774,  208,  000 


794.  208,  000 


12,  536,  000 
1,  720,  000 
18,  500,  000 


12,  536,  000 
1,  720,  000 
18,  500,  000 


32,  756,  000 


32,  756.  000 


806,  964,  000 


6,  200,  000 


826,  964,  000 


6,  200,  000 


813, 164,  000 


833, 164,  000 


+4, 169,  000 


+5,  963,  000 
+2,  465,  000 


+7,  403,  000 


+20,  000,  000 


+20,  000,  000 


+20,  000,  000 


1 Average  number  of  persons:  1959,  8,968. 

PREPARED  STATEMENT 

Senator  Chavez.  We  will  now  hear  from  the  Navy  on  this  item. 

Admiral  Honsinger.  I am  Rear  Admiral  Honsinger,  Deputy  and 
Assistant  Chief  of  the  Bureau  of  Ships. 

I have  a prepared  statement  here  from  Admiral  Mumma,  which  I 
will  submit  for  the  record. 

Senator  Chavez.  It  may  be  inserted  in  the  record  in  full  at  this 
point. 

(The  statement  referred  to  follows :) 

Statement  of  Rear  Adm.  Albert  G.  Mumma,  Chief  of  the  Bureau  of  Ships, 

In  Connection  "With  the  Supplemental  Request  for  “Ships  and  Facilities, 

Navy”  Estimates  for  Fiscal  Year  1959 

Mr.  Chairman  and  members  of  the  committee,  I appreciate  the  opportunity 
of  appearing  before  you  today  to  explain  the  need  for  the  restoration  of  the 
reduction  made  by  the  House  in  our  fiscal  year  1959  supplemental  appropria- 
tion request  under  “Ships  and  facilities,  Navy.”  We  are  requesting  reinstate- 
ment of  the  full  $2  million  deleted  by  House  action. 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959  431 


Tlie  neefi  for  these  additional  funds  is  due  to  the  added  costs  generated  by 
the  Lebanon  and  Taiwan  crisis  operations.  These  operations  brought  into  sharp 
focus  the  continued  necessity  for  a rapid  deployment  capability  in  the  fleet. 
This  capability  rests  not  only  on  the  number  of  ships  in  the  fleet,  but  also  on 
their  individual  material  readiness. 

We  have  been  faced  this  year  with  unbudgeted  cost  increases  amounting  to 
some  GO  million  dollars  for  which  we  are  requesting  only  20  million  in  this 
supplemental.  The  remainder  has  been  offset  by  forced  reprograming.  The 
resources  of  the  appropriation  for  this  type  of  action  have  been  exhausted. 
Serious  cutbacks  in  the  active  fleet  maintenance  area  now  confront  us.  The 
restoration  of  the  $2  million  cut  by  the  House  is  essential  in  order  to  provide 
for  approximately  G of  the  most  urgent  deferred  overhauls.  The  alternatives 
to  this  restoration  are : increase  in  the  risk  of  breakdown  of  ships  for  lack  of 
proper  maintenance ; increase  in  the  cost  of  overhauls  when  reinstated  with 
fiscal  year  1960  funds : and  disruption  of  the  planned  pattern  of  our  overhaul 
and  operating  schedule  in  the  coming  fiscal  year  to  accommodate  deferred  ship- 
work. 

If  the  requested  restoration  is  not  approved,  the  material  readiness  of  a 
number  of  fleet  ships,  and  their  ability  to  contribute  effectively  to  fleet  missions, 
will  be  substantially  imnaired. 

OVERHAULING  OF  SHIPS 

Admiral  Hoxsinger.  This  statement  speaks  to  the  $2  million  which 
is  the  10  percent  that  the  House  committee  has  not  approved  of. 

We  originally  asked  for  $20  million.  The  House  approved  $18 
million.  This  $2  million  will  cover  the  overhauling  of  six  ships 
which,  if  we  do  not  get,  will  cause  the  deferment  of  these  ships  for 
another  several  months  into  the  next  year.  In  that  way  we  will  be 
risking  their  possible  breakdown  and  in  another  year  they  will  cost 
more  money  to  overhaul. 

Senator  'Chavez.  I am  interested  in  that  phase  of  it.  If  you  delay 
taking  care  of  a ship  for  say  3 or  4 or  5 months,  or  even  a year,  nat- 
urally the  cost  will  be  more ; is  that  right  ? 

Admiral  Hoxsinger.  That  is  right,  and  there  is  a risk  of  break- 
down which  is  always  present. 

Senator  Chavez.  If  it  needs  attention  now,  it  will  deteriorate  fur- 
ther. thus  making  it  more  costly  to  overhaul. 

Admiral  Hoxsinger.  Yes.  We  had  deferred  some  38  overhaul  iobs 
to  compensate  for  the  extra  expenses  that  we  were  involved  in,  totaling 
some  $62  million  and  the  $18  million  restores  13  ships.  We  feel  that 
at  least  six  more  ought  to  be  restored  also. 

TYPES  OF  SHIPS 

Senator  Chavez.  Are  you  in  a position  to  tell  us  the  types  of  ships 
you  have  in  mind  ? 

Admiral  Hoxsinger.  Yes,  sir.  They  are  as  follows : 

Two  destroyer  escorts;  one  destroyer;  one  AGC:  which  is  a com- 
mand ship : one  LSM,  and  one  fleet  tug.  Those  are  the  six  ships. 

Senator  Ellexder.  Well,  Admiral,  again  you  select  some  sensitive 
areas  to  justify  restoration. 

In  the  regular  appropriation  $780,408,000  was  provided. 

Admiral  Hoxsinger.  Yes. 

Senator  Ellexder.  Is  there  not  something  else  you  could  cut  or 
couldn’t  this  amount  be  absorbed? 

Admiral  Hoxsinger.  We  have  cut  from  various  areas,  sir.  We 
have  cut  other  ships.  We  have  cut  material.  We  have  cut  many 
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things  in  this  annual  appropriation  and  we  have  ended  up  with  these 
six  si  lips. 

Senator  Ellender.  Why  was  this  necessary  ? 

Admiral  H onsinger.  To  make  up  for  the  $62  million  we  were  short 
as  a result  of  Taiwan,  Lebanon,  and  the  pay  increases  resulting  from 
t he  past  year’s  operations. 

Senator  Ellender.  How  much  was  cut  of  this  $780  million-plus  ? 

TOTAL  SHORTAGE 

Admiral  Honsinger.  We  are  $20  million  short,  sir.  Our  expenses 
are  $62  million  more  than  the  $780  million,  and  we  have  cut  back  in 
various  areas  so  as  to  make  this  $780  million  do.  If  we  do  not  get 
this  $20  million  more,  we  lose  these  19  ship  overhauls. 

Senator  Ellender.  In  other  words,  you  have  already  absorbed 
$62  million? 

Admiral  Honsinger.  Yes,  sir.  We  have  had  to  use  $62  million 
for  things  unbudgeted  for  in  the  way  of  pay  increases  and  wage  in- 
creases and  so  forth. 

Senator  Ellender.  What  will  it  cost  to  overhaul  those  six  ships? 

Admiral  Honsinger.  The  whole  $2  million,  sir. 

Senator  Ellender.  That  is  the  entire  cost  ? 

Admiral  Honsinger.  Yes,  sir. 

Senator  Ellender.  Were  these  six  ships  in  the  list  of  ships  that 
were  to  be  overhauled  last  year? 

Admiral  Honsinger.  Yes,  sir. 

Senator  Ellender.  And  the  budget  estimate  you  made  for  those 
six  ships  was  $2  million  ? 

Admiral  Honsinger.  Yes,  sir. 

Senator  Ellender.  If  the  committee  or  the  Congress  does  not  ap- 
prove this  $2  million,  restorations  will  that  in  any  way  effect 
personnel  ? 

Admiral  Honsinger.  There  is  bound  to  be  a slight  reduction  in 
naval  shipyards  here,  in  the  last  quarter  and  the  first  quarter  of  next 
year,  until  we  adjust  the  overhaul  schedule.  For  the  moment,  we 
are  holding  those  ships  to  be  overhauled  within  the  next  few  months. 

Senator  Chavez.  Thank  you,  Admiral. 

Ordnance  and  Facilities,  Navy 

STATEMENT  OF  REAR  ADM.  THOMAS  A.  AHR00N,  ASSISTANT  CHIEF 
FOR  PLANNING,  BUREAU  OF  ORDNANCE 

LEBANON  AND  TAIWAN  CRISIS  AND  PAY  RAISES 

Senator  Chavez.  The  next  item  is  “Ordnance  and  facilities.”  The 
supplemental  request  is  for  $4,246,000  for  the  Lebanon-Tahvan  crisis 
and  for  civilian  pay  raises. 

The  House  allowed  $3,822,000;  a reduction  of  $424,000:  Full  resto- 
ration is  requested. 

At  this  point  in  the  record  I shall  insert  the  program  by  activities 
and  by  object  classification  for  “Ordnance  and  facilities.” 

(The  information  referred  to  follows:) 
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Department  of  the  Navy — Ordnance  and  Facilities 

Program  and  financing 


1959 

presently 

available 

1959 

revised 

estimate 

1959  in- 
crease (+)  or 
decrease  (— ) 

Program  by  activities: 

Direct  obligations: 

1.  Maintenance  of  ordnance  and  ammunition  ...  . 

2.  Maintenance  and  operation  of  facilities  . 

3.  Improvements  and  alterations  to  facilities 

4.  Departmental  administration..  .. 

Supplemental  required  for  pay  increases..-  ... 

Total  direct  obligations . . . . . . 

Reimbursable  obligations: 

1.  Maintenance  of  ordnance  and  ammunition  . . _ 

2.  Maintenance  and  operation  of  facilities..  . . . 

3.  Improvements  and  alterations  to  facilities. . . . 

$95, 193. 000 
39,  944.  000 
7,  026,  000 
10.  583,  000 
-2,  946,  000 

$96.  493. 000 
39,  944. 000 
7.  026.  000 
10,  583,  000 

+$1,300, 000 
+2, 946, 000 

149,  850,  000 

154.  096, 000 

4,  246, 000 

11.314.000 
2,  700, 000 

11,  314,  000 
2,  700,  000 

Total  reimbursable  obligations..  ...  ..  . 

Total  obligations..  . ... 

Financing: 

Unobligated  balance  brought  forward  (69  Stat.  438) 

Advances  and  reimbursements  from — 

Deliveries  of  materiel  common  to  U.S.  requirements 

ordered  by  military  assistance  in  current  year.. 

Other  accounts  . ..  

14,  014.  000 

14.  014, 000 

163,  864.  000 
-314, 048 

-230,000 
-13, 100,  000 
-100,000 

-2, 145, 000 
1, 875,  048 

168, 110,  000 
-314,  048 

-230,000 
-13, 100,000 
-100, 000 

-2, 145.000 
1,  875, 048 

4,  246, 000 

Non-Federal  sources  ...  ..  

Anticipated  reimbursements  for  future  deliveries  of  ma- 
teriel common  to  U.S.  requirements  ordered  by  military 
assistance  in  current  vear  _ ..  

Unobligated  balance  carried  forward  (69  Stat.  438) .. 

New  obligational  authority . ...  . 

149, 850, 000 

154,096,000 

4,  246, 000 

Object  classification 


1959 


presently 

available 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

Personal  service  obligations: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  service  obligations 

Direct  obligations: 

01  Personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

08  Supplies  and  materiels 

09'  Equipment 

10  Lands  and  structures 

11  Grants,  subsidies,  and  contributions. 
13  Refunds,  awards,  and  indemnities.  . 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increase. 

Total  direct  obligations 

Reimbursable  obligations: 

01  Personal  services 

07  Other  contractual  services 

08  Supplies  and  materiels 

09  Equipment 

11  Grants,  subsidies,  and  contributions 
15  Taxes  and  assessments 


15, 605 
ka 

13,  917 
13.  400 


$69,  570.  000 
208,000 
1,  577,  000 


71,  355,  000 


67,  552,  000 
987,000 

11,  640,  000 
428,  584 
176.  873 

2,  284, 170 

12,  709, 159 
48, 101,  394 

4,  098,  000 
100,  000 
4,  302,  426 
330,  000 
86,  394 
-2,  946,  000 


149,  850,  000 


3,  803,  000 
767,  224 
9, 175,  580 
24,  235 
242,  250 
1,711 


14,  014, 000 


163,  864,  000 


1959 

revised 

estimate 


15,  605 

13,  917 
13,  400 


$69,  570,  000 
208,  000 
2,  277,  000 


72,  055,  000 


68,  252,  000 
987,  000 
12, 240.  000 
428,  584 
176,  873 
2,  284, 170 
12,  709, 159 
48, 101,  394 
4,  098,  000 
100,  000 
4,  302,  426 
330, 000 
86,  394 


154,  096,  000 


3,  803,  000 
767,  224 
9, 175,  580 
24,  235 
242,  250 
1,711 


14,  014,  000 


168, 110,  000 


1959  in- 
crease (+)  or 
decrease  (— ) 


+$700, 000 


700, 000 


+700,  000 


+600,  000 


+2,  946,  000 


4,  246,  000 


4,  246,  000 


Total  reimbursable  obligations 
Total  obligations 
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PREPARED  STATEMENT 

Senator  Chavez.  May  we  hear  from  the  Navy  on  this  item?  You 
want  $424,000. 

Admiral  Ahroon.  It  is  very  important. 

At  this  time,  may  I offer  my  prepared  statement  for  the  record,  and 
briefly  summarize  it? 

Senator  Chavez.  The  statement  will  be  placed  in  the  record  in  full 
at  this  point. 

(The  statement  referred  to  follows :) 

Statement  by  Rear  Adm.  Thomas  A.  Ahroon,  Assistant  Chief  for  Planning,, 

Bureau  of  Ordnance,  in  Connection  With  Supplemental  Funds,  for  the. 

Appropriation,  “Ordnance  and  Facilities,  Navy,”  Fiscal  Year  1959 

Mr.  Chairman  and  members  of  the  committee,  I am  pleased  to  appear  before 
you  today  to  present  our  request  for  fiscal  year  1959  supplemental  funds  under 
the  appropriation,  “Ordnance  and  facilities,  Navy.”  The  funds  in  this  ap- 
propriation provide  for  the  maintenance  of  the  Navy's  stocks  of  ammunition  and 
the  maintenance  of  the  Naval  Ordnance  Establishment.  The  major  part  of  these 
funds  provides  for  the  labor  required  to  perform  this  maintenance.  Fund  avail- 
ability, traditionally  tight  under  this  appropriation,  has  been  declining  over  the 
past  several  years.  For  example,  between  fiscal  year  1957  and  1959,  availability 
has  declined  $11,187,000.  A large  share  of  this  reduction  has  been  accomplished 
through  reducing  contracted  programs  to  the  barest  minimum  in  order  to  main- 
tain a maximum  mobilization  potential  in  our  shore  establishment.  The  suc- 
cess with  which  we  were  able  to  meet  the  Taiwan-Lebanon  crises  could  not 
have  been  accomplished  without  a shore  establishment  capable  of  immediate 
acceleration  in  the  face  of  such  emergencies. 

The  Lebanon-Taiwan  crises  required  “topping  off”  a large  number  of  ships  to 
bring  them  up  to  readiness  position.  This  meant  that  our  shore  establishment 
was  required  to  furnish  ammunition  in  excess  of  planned  requirements.  Ship- 
ments of  ammunition  over  and  above  the  usual  flow  were  made  from  our  inland 
depots  to  tidewater  depots.  In  addition,  several  of  our  ships  were  on  training 
exercises  and  had  to  return  to  port  for  complete  ammunition  fills.  Plaster 
loaded  heads,  used  in  training,  were  replaced  with  war-type  heads. 

These  increased  labor  and  transportation  costs  were  covered  by  diverting 
funds  from  contractual  procurement  programs  under  this  appropriation  which, 
due  to  other  unexpected  demands  during  the  fiscal  year,  were  already  in  a 
precarious  position. 

The  $424,000  restoration  I am  requesting  is  required  for  the  procurement  of 
proof  batteries  for  the  new  MK-44  torpedo.  This  new  torpedo,  in  addition  to 
being  the  only  payload  for  the  ASROC  which  has  been  released  for  production, 
replaces  obsolete  torpedoes  now  in  the  fleet  and  will  provide  significant  improve- 
ment to  the  Navy’s  antisubmarine  warfare  capability.  Delivery  of  this  im- 
portant antisubmarine  weapon  to  the  fleet  has  already  been  delayed  3 months, 
due  to  unforeseen  heavy  demands  on  this  appropriation.  The  restoration  of  this 
$424,000  will  provide  for  procurement  of  sufficient  proofing  batteries  for  the 
MK-44  torpedo  to  prevent  any  further  delay  in  the  delivery  of  this  weapon. 

Other  unanticipated  heavy  demands  on  this  appropriation  have  required  re- 
programing to  such  extent,  that  this  procurement  cannot  be  accomplished  within 
our  present  fund  availability  without  drastic  effect  on  other  important  programs. 

PROOFING  BATTERIES  FOR  NEW  MK-44  TORPEDO 

Senator  Chavez.  Proceed,  Admiral. 

Admiral  Ahroon.  In  this  appropriation  it  is  mostly  labor  and  there 
is  very  little  in  it  for  procurement.  Now,  I am  trying  to  get  the 
$424,000  restored.  I need  it  extremely  badly  in  the  procurement  area. 

In  the  Lebanon  crisis,  for  example,  I had  to  charge  $1  million  worth 
of  batteries,  submarine  batteries,  for  torpedoes.  I had  planned  that  $ 1 
million  to  buy  proofing  batteries  for  our  new  MK-44  torpedo.  That 
torpedo  is  being  procured  now,  and  the  need  is  now. 
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I lost  $1  million,  and  plan  to  use  the  $424,000  to  buy  the  minimum 
number  of  proofing  batteries  to  keep  the  new  ASW  weapon  going. 
This  is  just  to  keep  the  program  going.  The  complete  procurement 
which  should  total  $1  million  will  be  carried  over  into  a subsequent 
year. 

Senator  Chavez.  I note  that  you  plan  to  take  the  entire  amount 
that  you  would  get  to  procure  batteries  for  the  torpedoes.  Could 
you  not  spread  the  $424,000  over  a number  of  other  items,  so  that  no 
particular  item  would  suffer  the  impact  ? 

Admiral  Ahroon.  We  evaluated  this  amongst  ourselves,  and  every- 
thing in  this  appropriation  is  in  a tremendous  squeeze.  It  is  a ques- 
tion of  what  comes  first.  We  have  absorbed  the  pay  increase  in  part, 
but  that  means  that  something  else  comes  out. 

NAVAL  GUN  FACTORY 

Senator  Ellexder.  What  does  it  cost  to  operate  the  Naval  Gun 
Factory  located  in  the  District  of  Columbia  ? 

Admiral  Ahroon.  The  workload  in  the  Naval  Gun  Factory  is  about 
$45  million  a year  at  present,  and  it  has  a backlog  of  work  now  for 
about  18  months. 

Senator  Ellexder.  As  I recall,  there  was  some  discussion  about 
abandoning  this  facility. 

Admiral  Ahroon.  That  has  never  been  a Navy  position.  We  are 
continually  reviewing  all  of  our  stations,  balancing  one  against  the 
other. 

Senator  Ellexder.  What  about  the  flareup  in  the  Washington 
newspapers.  Are  you  familiar  with  that  ? 

Admiral  Ahroon.  I can  speak  to  it  very  closely.  I was  very  inti- 
mately connected  with  the  gun  factory,  and  I will  tell  you  that  the 
Navy  had  nothing  to  do  with  those  newspaper  reports. 

Senator  Ellexder.  But  there  must  have  been  some  effort  made  to 
close  the  gun  factory  for  the  newspapers  to  take  the  position  that  the 
facility  was  needed. 

Admiral  Ahroon.  They  get  agitated  from  many  sources.  Every 
employee  wants  to  have  a nice  big.  long,  comfortable  backlog  of  work, 
to  guarantee  his  security.  He  is  backed  up  by  the  trade  groups  and 
the  unions.  There  are  33  or  34  of  those  within  the  gun  factory  itself. 

Senator  Ellexder.  Unions  ? 

Admiral  Ahroon.  Trade  groups,  unions,  professional  societies,  that 
sort  of  thing.  They  would  like  to  have  this  assurance.  Managing  a 
gun  factory  is  just  like  any  other  plant. 

Senator  Chavez.  They,  of  course,  like  to  have  assurance. 

Admiral  Ahroon.  Yes,  but  this  planning  that  we  do  has  to  take 
precedence  and  start,  long  before  the  newspapers  start  a cry. 

Senator  Ellexder.  Did  you  make  any  changes  in  your  position  ? 

Admiral  Ahroon.  As  stated  in  the  newspapers,  frankly,  no.  These 
things  were  planned  long  before  this  recent  episode.  There  is  a con- 
tinuing planning  and  management  program  to  tailor  these  plants  and 
be  sure  they  are  of  value  to  the  service.  We  cannot  guarantee  them, 
their  perpetuation.  It  is  just  a question  of  what  value  they  are  to  the 
Navy. 
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OPERATION  AT  FUEL  CAPACITY 

Senator  Ellender.  Are  you  running  at  full  capacity  right  now? 

Admiral  Ahroon.  I would  say  yes,  sir.  There  are  always  some- 
trades  that  are  a little  lean,  and  some  of  them  are  overworked. 
Actually,  at  the  gun  factory  we  are  working  overtime  now,  sir. 

Senator  Ellender.  Are  all  the  grounds  and  buildings  in  use? 

Admiral  Aiiroon.  No,  sir;  some  of  them  were  abandoned  for  eco- 
nomical reasons  so  as  to  stop  the  overhead,  idle  plant  capacity. 

Senator  Ellender.  I am  asking  you  this  because  I recall  that  the 
Marine  Corps  desired  to  leave  the  gun  factory.  Are  they  still  there? 

Admiral  Aitroon.  Yes,  sir.  There  are  26  tenant  activities  at  the 
Naval  Gun  Factory,  of  which  the  Marine  Corps  is  one. 

ACQUISITION  OF  SCHOOL  BUILDING  IN  VIRGINIA 

Senator  Ellender.  Well,  I hope  you  keep  them  there.  Every  effort 
was  made  on  two  or  three  occasions  to  buy  Brandon  Junior  High 
School  from  the  State  of  Virginia  for  something  like  $535,000  which 
was  approximately  twice  as  much  as  it  had  cost.  I suggested  that  they 
continue  to  use  the  gun  factory,  but  the  answer  given  to  me  was  that 
it  was  so  inconvenient,  and  that  they  wanted  a place  of  their  own. 
Are  you  familiar  with  that  ? 

Admiral  Ahroon.  Mr.  Senator,  the  Marine  Corps  likes  it  so  much 
down  there  I doubt  if  I could  get  rid  of  them  if  I wanted  to,  they 
like  the  place  so  much.  They  seem  to  be  pretty  well  satisfied. 

Senator  Ellender.  So  they  will  not  need  Brandon  High  School? 

Admiral  Ahroon.  I do  not  know  about  that  high  school.  That 
might  be  the  Marine  Corps  Reserve,  or  something. 

USE  OF  GUN  FACTORY  BY  MARINE  CORPS  RESERVE 

Admiral  Beardsley.  I think  so. 

Senator  Ellender.  Do  you  have  any  objection  to  the  use  of  the 
gun  factory  by  the  Marine  Corps  Reserve  ? 

Admiral  Ahroon.  Not  if  they  can  find  some  satisfactory  room  there. 

Senator  Ellender.  Do  you  have  some  vacant  rooms  ? 

Admiral  Ahroon.  There  is  the  big  foundry,  for  example.  I closed 
down  a big  foundry,  a big  gun  shop. 

Senator  Ellender.  Could  that  not  be  used  ? 

Admiral  Ahroon.  No.  sir. 

Senator  Ellender.  Why  not? 

Admiral  Ahroon.  The  cost  of  converting  some  of  these  places  into 
a nonmanufacturing  installation  would  be  terrific,  sir. 

Senator  Ellender.  I think  the  Navy — in  fact,  all  services — have 
enough  property.  I feel  that  every  effort  should  be  exerted  to  use 
what  is  already  in  existence  before  embarking  on  new  acquisitions 
of  real  estate. 

Admiral  Ahroon.  Well,  sir,  we  are  hoping — and  we  would  welcome 
a survey  at  any  time  for  any  activity  that  wants  to  come  in.  A few 
more  would  not  hurt  if  they  could  find  suitable  lodgings  and  finances. 

Senator  Ellender.  I do  hope  that  efforts  will  be  made  by  the 
armed  services  to  save  our  country,  not  so  much  from  conflict,  but 
from  bankruptcy.  If  we  keep  on  spending  at  the.  present  rate,  we 
may  lose  our  way  of  life  without  the  necessity  of  firing  a shot.  Some 
effort  must  be  made  to  curtail  expenses. 
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Senator  Chavez.  Thank  you.  Admiral. 

Senator  Saetoxstall.  Admiral,  have  we  your  assurance  that  if  we 
put  this  $424,000  back  it  will  be  spent  for  the  exact  purpose  you  have 
named  here,  the  batteries  for  the  torpedoes,  because  we  have  nothing 
but  your  assurance  that  that  is  going  to  be  done.  That  $424,000,  if 
it  goes  in,  could  be  used  for  anything. 

Admiral  Ahroox.  Those  are  my  plans,  and  that  is  as  well  as  I 
know,  how,  I can  assure  you. 

Senator  Saetoxstall.  I have  one  further  question,  following  up 
Senator  Ellender's  remarks : 

To  keep  this  Xaval  Gun  Factory  open,  we  heard  up  in  Massachu- 
setts that  we  were  going  to  have  some  business  taken  from  us  by 
keeping  the  gun  factory  down  here. 

Admiral  Ahroox.  Me  have  never  given  that  particular  work  to 
Massachusetts,  or  Pittsfield.  That  was  a rumor.  That  was  their 
hope.  It  was  business  way  ahead  in  the  future,  and  I might  add  it 
is  just  a very  small  bit  of  work. 

Senator  Saltoxstall.  Well,  with  Louisiana  and  all  these  other 
States  taking  our  business,  you  know  what  that  means  ? 

Senator  Ellexder.  We  lost  ours.  You  are  fortunate,  Senator;  you 
have  yours.  You  kept  it,  but  ours  is  gone.  It  is  being  taken  away 
from  us  at  the  moment. 

Senator  Saltoxstall.  I am  sorry. 

Senator  Ellexder.  Of  course,  you  know  what  I am  referring  to,  I 
firmly  feel  that  it  was  criminal  for  the  Army  to  go  to  Louisiana  and 
enter  into  a solemn  contract  with  the  people  of  Louisiana,  promising 
to  make  Camp  Polk  a fort  and  a permanent  installation  if  the  people 
furnished  7 million  acres  of  ground  for  maneuver  purposes.  The 
people  not  only  furnished  the  land,  but  in  addition  indebted  them- 
selves to  the  extent  of  $6  million  for  new  schools  and  churches.  And 
now,  less  than  3 years  later  the  Army  has  decided  to  close  Fort  Polk. 
This  is  a breech  of  trust. 

Senator  Saltoxstall.  You  have  the  same  problem  that  we  do. 

Senator  Ellexder.  Ours  is  worse.  You  still  have  yours.  Me  have 
lost  ours. 

Senator  Saltoxstall.  Mell,  that  was  just  a rumor  ? 

Admiral  Ahroox.  Yes. 

Senator  Chavez.  Me  thank  you,  Admiral. 

Medical  Care,  Xavy 

STATEMENT  OF  FEAR  ADM.  F.  P.  GILMORE,  ASSISTANT  CHIEF  FOR 

PLANNING  AND  LOGISTICS,  BUREAU  OF  MEDICINE  AND  SUR- 
GERY 

Fiscal  Year  1958  Deficiency 

Senator  Chavez.  The  Xavy  is  requesting  an  additional  amount  of 
$9,050,000  for  “Medical  care,  1958.” 

The  item  is  to  reimburse  the  Army  and  Air  Force  for  a deficiency 
in  this  account  during  fiscal  year  1958" 

The  Congress  previously  denied  the  request  and  the  House  has  ao-ain 
refused  to  approve  it. 

F ull  restoration  is  requested. 
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At  this  point  in  the  record  I shall  insert  the  program  by  activities 
and  by  object  classification  for  “Medical  care,  1958.” 

(The  information  referred  to  follows:) 


Program  and  financing 


1959 

presently 

available 


1959 

revised 

estimate 


1959  in- 
crease (-(-)  or 
decrease  (— ) 


Program  by  activities: 

Direct  obligations: 

1.  Maintenance  and  operation  of  medical  treatment 

facilities 

2.  Education  and  training ■ 

3.  Medical  services,  supplies,  and  equipment,  at  other 

facilities 

4.  Nonrecurring  procurement  of  services,  supplies  and 

eonipment 

5.  Medical  material  support 

6.  Medical  care  in  nonnaval  facilities: 

7.  Care  of  the  dead  

8.  Departmental  administration 

Total  direct  obligations 

Reimbursable  obligations: 

1.  Maintenance  and  operation  of  medical  treatment 

facilities 

2.  Education  and  training 

3.  Medical  services,  supplies,  and  equipment  at  other 

facilities 

6.  Medical  care  in  nonnaval  facilities 

Total  reimbursable  obligations... 

Total  obligations. 


$35,  206.  843 
3,  464, 107 

11,  490,  357 


$35,  206,  843 
3,  464, 107 

11,  490,  357 


2, 199,  408 
149, 109 
29,  803,  000 
918,  000 
2,  626, 176 


2, 199,  408 
149. 109 
38,  853,  000 
918,  000 
2,  626, 176 


+$9,  050,  000 


85,  857,  000 


94,  907,  000 


9, 050, 000 


21,  655,  058 
307,  500 

289,  000 
251,  000 


21,  655,  058 
307,  500 

289. 000 

251.000 


22,  502,  558 


22,  502,  558 


108, 359,  558 


117,  409,  558 


9, 050, 000 


Financing: 

Advances  and  reimbursements  from — 

Other  accounts  . 

Non-Federal  sources  (10  U.S.C.  1071-1085). 

New  obligational  authority 

New  obligational  authority: 

Appropriation 

Transferred  from  “Contingencies,  Department  of  Defense, 
1958”  (72  Stat.  243) 

Appropriation  (adjusted) 


19,  744,  466  19,  744, 466 

2,  758,  092  2, 758, 092 


85,  587, 000 


94,  907, 000 


9, 050, 000 


85. 200. 000 
657, 000 

85. 857. 000 


94. 250. 000  9, 050, 000 

657,000  

94. 907. 000  9, 050, 000 
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Object  classification 


1958  presently 
available 


1958  revised 
estimate 


1958  increase 
(+)  or 
decrease  (— ) 


Total  number  of  permanent  positions 
Full-time  equivalent  of  all  other  positions.. 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

Personal  services  obligations: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  service  obligations 

Direct  obligations: 


8,  203 
1 

7,  504 
7,  449 


8,  203 
1 

7,  504 
7,  449 


$32, 174,  652 
10,  653 
872,  707 


$32, 174,  652 
10,  653 
872,  707 


33, 058, 012 


33, 058, 012 


01  Personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

Labor  contracts  with  foreign  governments 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Subtotal 

Deduct  subsistence  charges 

Total  direct  obligations 

Reimbursable  obligations: 


24, 135, 412 
572,  935 
104,  662 
368,  250 
1,  454, 126 
203,  980 
33,  693.  844 
8.  902,  000 
277,  638 
13,  961,388 
888,  472 


24, 135,  412 
572,  935 
104, 662 
368,  250 
1, 454, 126 
203,  980 
42, 037,  560 
9,  608,  284 
277,  638 
13,  961,388 
888,  472 


+$8,  343,  716 
+706, 284 


1,  563,  716 
11,577 


1,  583,  716 
11,577 


86, 138, 000 
281,000 


95, 188, 000 
281, 000 


9, 050,  000 


85,  857, 000 


94,  907, 000 


9, 050,  000 


01  Personal  services 

02  Travel 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 
15  Taxes  and  assessments 

Total  reimbursable  obligations 

Total  obligations 


8, 922.  600 
22,  390 
116,  896 
510, 193 
20,  210 
1,140,  525 
11,133,  446 
238. 163 
394,  935 
3.  200 


22,  502,  558 


8,  922,  600 
22,  390 
116, 896 
510, 193 
20, 210 
1, 140,  525 
11, 133,  446 
238, 183 
394,  935 
3,200 


22,  502,  558 


108,  359,  558 


117,  409,  558 


9,  050, 000 


PREPARED  STATEMENT 

Senator  Chavez.  The  committee  will  now  hear  your  statement, 
Admiral. 

Admiral  Gilmore.  Mr.  Chairman,  I have  a very  brief  statement 
that  I would  like  to,  if  I may,  submit  for  the  record. 

Senator  Chavez.  Your  statement  may  be  inserted  in  the  record  in 
full  at  this  point. 

(The  statement  referred  to  follows :) 

General  Statement  on  Supplemental  Appropriation  Request  for  Fiscal 
Year  1959  of  Rear  Adm.  F.  P.  Gilmore,  MC,  USN 

Mr.  Chairman  ancl  members  of  the  committee,  thank  you  for  the  privilege  of 
appearing  before  you  today  to  discuss  the  medical  care  program  of  the  Navy, 
and  our  financial  requirements  to  carry  out  our  program  responsibilities.  Ad- 
miral Hogan,  the  Surgeon  General,  is  unable  to  be  with  you  as  he  is  attending 
the  annual  medical  meeting  of  the  Surgeons  General  of  the  NATO  countries 
at  SHAPE  Headquarters  in  France. 

The  Medical  Department  of  the  Navy  is  requesting  a deficiency  appropria- 
tion of  $9,050,000  in  fiscal  year  1958  funds  to  reimburse  the  Army  for  care  of 
dependents  in  civilian  facilities  as  authorized  by  Public  Law  84-569,  and  to 
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reimburse  the  Army  and  Air  Force  for  care  of  active  duty,  retired,  and  dependent 
patients  in  Federal  medical  facilities  of  those  services. 

The  House  of  Representatives  has  denied  this  request  for  1958  funds,  but 
restoration  is  respectfully  requested  in  order  that  the  Navy  may  make  transfer 
to  the  Army  and  Air  Force  to  clear  accounting  records  of  all  three  military 
services.  It  is  pointed  out  that  no  new  obligations  could  be  created  if  these 
funds  are  made  available,  and  any  amounts  not  required  to  liquidate  existing 
1958  obligations  eventually  would  revert  to  the  Treasury. 

In  addition,  the  Navy  Medical  Department  is  requesting  an  appropriation  of 
$S,1(K),0<)0  to  meet  unbudgeted  requirements  in  fiscal  year  1959,  which  already 
has  been  approved  by  the  House  of  Representatives.  These  requirements,  which 
were  not  foreseeable  when  our  original  budget  estimates  were  presented  last 
year  are : 

(1)  For  emergency  issues  of  medical  supplies  and  equipment  in  support  of 
Navy  and  Marine  Corps  operating  forces  incident  to  the  Lebanon  and  Taiwan 
operations,  $429,000. 

(2)  For  the  medical  care  of  active  duty  and  retired  personnel  and  their 
eligible  dependents  iii  civilian  and  other  governmental  facilities,  as  follows : 


(a)  Inpatient  care : 

Active  duty  and  retired  : 

In  other  Federal  hospitals $2,  019,  330 

In  civilian  hospitals 195,  659 

Dependents : 

In  other  Federal  hospitals 979,  204 

In  civilian  hospitals 4,  243,  000 

(b)  Outpatient  care 19,807 


Total 7,  457,  000 


(3)  For  pay  increases  granted  to  general  schedule  employees  by  Public  Law 
85-462,  $214,000. 

Lebanon  and  Taiwan  operations— In  meeting  our  responsibilities  for  medical 
care  during  the  Lebanon  and  Taiwan  operations,  it  was  necessary  that  we  pro- 
vide additional  medical  and  surgical  supplies  and  equipment.  This  material 
was  utilized  in  filling  deficiencies  in  units  of  the  operating  forces,  such  as  emer- 
gency supplies  for  resupply  blocks  for  Marine  Corps  amphibious  forces,  material 
for  a Marine  division  surgical  company,  additional  supplies  for  ships  and  in- 
creased costs  due  to  increased  requirements  for  units  at  Taiwan.  Our  additional 
appropriation  requirement  for  this  material  is  $429,000. 

Patient  care  in  other  Federal  and  civilian  facilities. — The  requirement  of 
$7,457,000  for  medical  care  of  military  personnel  and  their  eligible  dependents 
is  attributable  to  several  circumstances  : 

(1)  In  other  Federal  hospitals,  there  has  been:  (a)  increased  utilization  of 
Army,  Air  Force,  Public  Health  Service  and  Veterans’  Administration  hospitals, 
in  accordance  with  policies  providing  for  the  use  of  the  nearest  Federal  medical 
facility ; and  ( b ) increased  reimbursement  rates  established  by  the  Bureau  of 
the  Budget ; 

(2)  In  civilian  hospitals,  the  increased  requirement  arises  from  : (a)  increased 
costs  above  the  budget  for  civilian  medical  care;  and  ( b ) a greater  number  of 
dependents  than  were  provided  for  in  the  budget. 

MEDICARE  PROGRAM 

A requirement  of  $4,243,000  is  estimated  in  providing  care  for  dependents  under 
the  medicare  program  in  civilian  hospitals.  Although  actions  were  taken  after 
the  passage  of  the  fiscal  year  1959  appropriation  bill  in  accordance  with  reports 
of  Appropriations  Committees,  in  order  to  promote  optimum  utilization  of  uni- 
formed services  medical  facilities,  it  became  evident  as  the  program  progressed 
and  as  obligation  data  was  received  from  the  Army  that  we  could  not  live  within 
funds  appropriated  beyond  April  15,  1959,  and  steps  were  initiated  to  obtain 
supplemental  funds.  The  Bureau  of  the  Budget  has  reported  this  fact  to  the 
Speaker  of  the  House  of  Representatives  and  the  President  of  the  Senate  on 
September  22, 1958. 

This  requirement  for  the  dependents’  medical  care  program  is  based  on  the 
short  experience  we  have  gained  since  October  1,  1958,  operating  under  revised 
regulations  for  the  program,  and  anticipates  an  average  daily  patient  load  of 
1,426  dependents  in  civilian  facilities,  or  136  more  than  was  provided  for  in  our 
appropriation.  Total  fund  requirement  for  this  load  is  estimated  to  be  $27,880,- 
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142.  I would  like  to  emphasize,  however,  that  a precise  estimate  of  cost  of  this 
program  will  continue  to  be  extremely  difficult  until  the  program  becomes  more 
stable. 

Pay  increase  costs. — We  have  not  been  able  to  absorb  the  total  cost  of  the 
pay  increase  which  was  granted  to  general  schedule  employees  by  Public  Law 
85-462.  Of  the  total  requirement  amounting  to  $1,858,000,  we  have  absorbed 
$1,644,000  by  administrative  action.  This  was  accomplished  by  applying  the 
total  $1,175,000  congressional  add  on  to  our  appropriation  for  increased  Marine 
Corps  strength,  and  $469,000  of  additional  earnings  from  the  increase  in  reim- 
bursement rates  established  by  the  Bureau  of  the  Budget.  The  net  addi- 
tional appropriation  required  for  this  purpose  is  $214,000. 

REQUEST  FOR  RESTORATION  OF  FUNDS 

Admiral  Gilmore.  Our  request  for  fiscal  year  1958  of  $9,050,000 
is  essentially  all  to  pay  the  Army  and  the  Air  Force. 

The  main  portion  of  that  is  to  pay  the  Army  who,  as  executive  agent, 
has  paid  the  bills  in  these  civilian  institutions  for  the  care  of  our 
patients.  This  was  denied  in  the  House. 

We  are  respectfully  requesting  restoration. 

BOOKKEEPING  TRANSACTION 

Senator  Saltonstall.  Admiral,  would  you  mind  if  I respectfully 
say,  in  view  of  the  very  great  difference  of  opinion  over  this  item, 
that,  where  it  is  bookkeeping  item  between  the  Navy  and  the  Army, 
I think  in  justice  to  our  other  items  of  the  Navy  which  may  be  con- 
tentious to  the  House,  but  which  perhaps  we  could  ask  for  restoration 
of,  because  of  the  immediate  considerations,  that  it  would  not  hurt  the 
medical  care  of  the  Navy  in  any  way  now  if  we  did  not  include  this 
item,  would  it  ? 

Admiral  Gilmore.  No,  sir;  it  would  not  except  in  credit.  This  is 
a bookkeeping  transaction  only. 

Senator  Chavez.  There  is  an  important  point  here  in  restoring  the 
reclama  items.  We  still  have  to  go  to  conference. 

Admiral  Gilmore.  That  is  correct,  and  the  Army  could  not  obligate 
the  funds  even  if  we  were  able  to  pay  our  bills  to  the  Army. 

Senator  Ellender.  But  if  we  propose  to  appropriate  this  money 
it  would  haA7e  to  be  proArided  by  the  taxpayers  ? 

Admiral  Gilmore.  It  would  be  paid  to  the  Army  and  revert  to  the 
Treasury,  sir. 

Senator  Ellender.  You  mean  it  would  not  be  expended  ? 

Admiral  Gilmore.  Yes,  sir;  out  of  Army  funds  on  the  basis  of 
anticipated  reimbursements  from  the  Navy.  It  has  already  been  ex- 
pended. 

Senator  Ellender.  I see  General  Moore  shaking  his  head. 

General  Moore.  What  is  the  question  ? 

PAYMENT  OUT  OF  APPROPRIATED  FUNDS 

Senator  Ellender.  Has  the  $9,050,000  been  paid  out  of  appropriated 
funds ? 

General  Moore.  The  Army  paid  the  bills  out  of  their  own  ap- 
propriated funds  for  the  Navy  account,  at  the  request  of  the  Navy. 

Senator  Ellender.  Yes. 

General  Moore.  Now  the  Navy  wants  to  get  the  money  to  square 
their  debt  to  the  Army. 

Senator  Ellender.  That  would  have  to  come  out  of  the  Treasury, 
would  it  not  ? It  is  not  just  a bookkeeping  transaction. 
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General  Moore.  The  admiral  stated  the  transaction  correctly.  If 
he  transfers  that  asset  over  to  the  Army  the  appropriation  is  lapsed 
and  it  would  be  added  to  whatever  the  lapsed  amount  of  this  appro- 
priat  ion  is.  There  would  be  no  more  money  come  out  of  the  Treasury 
as  a result  of  getting  the  books  cleared  in  this  or  the  other  two  cases, 
where  they  have  a deficit  which  the  Army  talked  about  this  morning. 

Senator  Saltonstall.  General  Moore,  as  I understand  it,  this  is  a 
bookkeeping  item  between  the  Army  and  Navy,  but  if  the  Army  gets 
tliis  appropriation,  it  will  supplement  its  maintenance  and  operation 
funds  from  which  this  appropriation  came? 

General  Moore.  In  1958. 

Senator  Saltonstall.  In  1958  and  presumably  it  could  spend  its 
money  for  past  bills  due  in  maintenance  and  operation  or  for  any- 
thing  that  might  be  hanging  over  on  maintenance  and  operation  in 
1958? 

General  Moore.  If  they  are  in  the  red,  in  the  absence  of  this  money, 
that  would  be  so.  That  would  be  so. 

Senator  Saltonstall.  So  we  do  not  know,  seated  in  this  room  today, 
whether  the  maintenance  and  operation  for  1958  of  the  Army  is  in 
the  red  or  not  ? 

General  Moore.  I could  find  out,  but  I do  not  know  at  the  moment. 

Senator  Saltonstall.  Would  it  not  be  well  to  find  out,  Mr.  Chair- 
man, and  put  it  in  the  record  ? 

Senator  Chavez.  Yes. 

General  Moore,  I will  find  that  out  for  you. 

(The  information  referred  to  follows :) 

Army,  operation  and  maintenance,  1958 


Million 

Unobligated  balance $14.  30 

Less  : amount  due  from  Navy 9.  05 


Balance 5.  25 


Senator  Ellender.  If  he  is  in  the  red,  then  this  $9,050,000  would 
have  come  from  the  Treasury  or  any  part  of  it  over  and  above  what 
you  would  be  in  the  red  for  ? 

Senator  Saltonstall.  That  is  right. 

General  Moore.  The  accounts  have  been  paid  and  it  would  wipe 
out  a red  balance  on  the  books. 

Senator  Ellender.  If  the  operation  and  maintenance  funds  are 
sufficient  to  absorb  this  $9,050,000,  then  of  course  there  would  not  be 
any  money  coming  from  the  Treasury  ? 

General  Moore.  Right. 

Senator  Ellender.  But  if  they  are  short  $9,050,000  in  the  opera- 
tion and  maintenance  funds,  then  this  appropriation  will  really  mean 
more  money  that  will  have  to  be  furnished  by  the  Treasury? 

General  Moore.  I had  hoped  to  make  this  point  clear;  that  thev 
have  already  paid  it.  And  if  those  payments  ran  them  in  the  red, 
in  anticipation  of  this  receipt  it  would  then  operate  still  to  wipe  out 
that  red  balance  without  any  more  money  coming  from  the  Treasury. 

CARE  OF  ACTIVE  DUTY  PERSONNEL  AND  DEPENDENTS 

Admiral  Gilmore.  For  fiscal  1959,  our  reauest,  is  $7,457,000  for 
the  care  of  active  duty  personnel  and  dependents  in  other  Federal 
hospitals  and  in  civilian  hospitals,  as  was  mentioned  before. 
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The  other  two  items  for  our  portion  of  the  pay  increase  are  $214,000 
and  for  the  Lebanon  and  Taiwan  operation,  $429,000  for  equipment 
and  supplies. 

Senator  Saltonstall.  The  1959  part  has  been  covered  in  full  in 
the  House  ? 

Admiral  Gilmore.  Yes,  sir;  it  has  been  covered  in  full.  We  are 
essentially  stating  the  purpose  of  it.  It  has  been  covered  and  granted 
in  full  bv  the  House. 

Senator  Chavez.  Thank  you. 


Civil  Engineering,  Navy 

STATEMENT  OE  REAR  ADM.  E.  J.  PELTIER,  CHIEF,  BUREAU  OF 

YARDS  AND  DOCKS 


RESTORATION  REQUEST 

Senator  Chavez.  The  next  item  is  for  “Civil  engineering.”  The 
Xavy  asked  for  $3,732,000  on  the  basis  of  increased  costs  resulting 
from  the  Middle  East  crisis,  the  civilian  pay  increase,  and  a hangar 
in  Antarctica. 

The  House  allowed  $3,330,000.  Full  restoration  of  $402,000  is 
requested. 

At  this  point  in  the  record  I shall  insert  the  program  by  activities 
and  by  object  classification,  for  “Civil  engineering.” 

(The  information  referred  to  follows:) 


Program  and  financing 


Program  by  activities: 

Direct  obligations: 

1.  Engineering  services 

2.  Maintenance  and  operation  of  shore  establishments. 

3.  Special  procurement 

4.  Construction  battalion  support 

5.  Departmental  administration 

Supplemental  required  for  pay  increases 

Total  direct  obligations : 

Reimbursable  obligations: 

1.  Engineering  services 

2.  Maintenance  and  operation  of  shore  establishments  . 

3.  Special  procurement 


1959 

presently 

available 


1959 

revised 

estimate 


1959  in- 
crease (+)  or 
decrease  (— ) 


$20, 408, 000 
86,  302,  000 
7,  764,  000 
8, 166,  000 
6,  266,  000 
-3,  352,  000 


$20,  408,  000 
86,  437,  000 

7,  764,  000 

8.  411,  000 
6,  266,  000 


+$135,  000 
"'+245, 000 


+3,  352,  000 


125,  554,  000 


129,  286,  000 


+3,  732, 000 


300,  000 
18,  316,  000 
27,  878,  246 


300,  000 
18,  316,  000 
27.  878,  246 


Total  reimbursable  obligations 


46,  494,  246 


46,  494,  246 


T otal  obligations 

^Financing: 

Unobligated  balance  brought  forward  (69  Stat.  438) 

Unobligated  balance  (anticipated  reimbursements  to  be 
earned  from  military  assistance  fund  reservations)  trans- 
ferred to  or  from  other  accounts 

Advances  and  reimbursements  from — 

Deliveries  of  materials  common  to  U.S.  requirements 

ordered  by  military  assistance  in  current  year 

Other  accounts 

Non-Federal  services  (10  U.S.C.  2481) 

Anticipated  reimbursements  for  future  year  deliveries  of 
material  common  to  U.S.  requirements  ordered  by  mili- 
tary assistance  in  current  year 

Unobligated  balance  carried  forward  (69  Stat.  438) 

New  obligational  authority 


172,  048.  246 
—1,  757,  967 

-1,  420,  279 

-23,000 
-41,616,  000 
-1.  200,  000 


-2,  232.  000 
1,  755,  000 


125,  554,  000 


175,  780,  246 
-1,  757,  967 

-1,  420,  279 

-23,  000 
-41,  616,  000 
-1,  200,  000 

—2,  232,  000 
1,  755,  000 


129,  286,  000 


+3,  732,  000 


+3,  732,  000 
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Object  classification 


Total  number  of  permanent  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year.. 


1959 

presently 

available 


$17, 105 
15, 533 
15,  538 


1959 

revised 

estimate 


$17, 105 
15,  533 
15, 538 


1959  in- 
crease (+)  or 
decrease  (— ) 


Personal  service  obligations: 

Permanent  positions _ 

Other  personal  service  obligations.. 

Total  personal  service  obligations 

Direct  obligations: 


72,  803,  000  72,  803, 000 

2, 436,  000  2,  436,  000 


75,  239,  000 


75,  239,  000 


01  Personal  services 

02  Travel 

03  Transnortation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

Total  direct  obligations 

Reimbursable  obligations: 


70, 652, 000 
4,  319, 000 
3, 193,  000 
525,  000 
4,  602,  000 
589,  000 
20,  439,  000 
12,  264,  000 
7,  936, 000 
4,  323,  000 
64,  000 
-3,  352, 000 


125,  554,  000 


70,  652, 000 
4, 319, 000 
3, 193,  000 
525.  000 
4,  602,  000 
589,  000 
20,  439,  000 
12,  444,  000 
8, 136,  000 
4,  323,  000 
64,  000 


129,  286,  000 


+180,  000 
+200,  000 


+3,  352,  000 


+3,  732, 000 


01  Personal  services 

05  Rents  and  utility  services 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

Total  reimbursable  obligations. 
Total  obligations 


4,  587, 0C0 
2,  968, 000 
4, 190,  000 
6,  851,  000 
27,  898,  246 


46,  494,  246 


4,  587,  000 
2,  968,  000 
4, 190,  000 
6,  851,000 
27,  898,  246 


46, 494,  246 


172,  048,  246 


175,  780,  246 


+3,  732,  000 


SUPPLEMENTAL  REQUEST 

Senator  Chavez.  We  will  now  hear  from  the  Navy  on  this  matter. 

Admiral  Peltier.  Mr.  Chairman  and  members  of  the  committee, 
the  original  supplemental  request  for  “Civil  engineering”  is 
$3,732,000.  Of  that  amount  $3,352,000  is  for  increased  pay  costs  of 
classified  personnel  resulting  from  Public  Law  48^62. 

One  hundred  and  eighty  thousand  dollars  is  for  support  of  naval 
construction  forces  for  unbudgeted  expenses  incident  to  the  Middle 
East  crisis ; and  $200,000  is  for  procurement  of  an  urgently  required 
hangar  facility  for  aircraft  maintenance  at  Antarctica,  at  McMurdo 
Sound. 

H.R.  5946  reduced  the  supplemental  request  by  $402,000,  making  a 
revised  amount  of  $3,330,000. 

Restoration  of  the  total  reduction  of  $402,000  is  necessary  in  order 
to  provide  adequate  funds  of  (1)  $335,200  to  support  actual  payroll 
costs  of  on-board  personnel;  (2)  $50,000  for  the  purpose  of  providing 
a completely  usable  hangar  facility  and  (3)  $16,800  to  support  firm 
Seabee  requirements.  If  the  reduction  in  funds  is  not  restored  it  will 
be  necessary  to  defer  needed  replacement  equipment  already  in  the 
process  of  procurement  for  use  by  the  Seabees. 

Senator  Oh  avez.  Are  there  any  questions  ? 

Senator  Ellender.  Is  there  any  way  to  take  this  $402,000  out  of 
other  less  needed  items  ? 
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Admiral  Peltier.  We  will  have  to  cancel  some  procurement  to 
take  care  of  it. 

Senator  Ellexder.  In  what  fields  ? 

Admiral  Peltier.  Well,  it  would  be  mainly  for  automotive  and 
construction  equipment  for  Seabee  support.  We  have  a very  small 
budget  base  in  that  area. 


HAXGAE  IN  ANTARCTICA 

Senator  Ellexder.  I notice  you  include  $200,000  for  a hangar  at 
McMurdo  Sound  ? 

Admiral  Peltier.  Yes.  That  is  in  the  Antarctica.  We  have  to 
buy  that  hangar  now  in  order  to  get  it  shipped  down  there  this  fall. 

As  you  know,  it  is  a long  leadtime  proposition  for  doing  construction 
work  in  the  Antarctica.  This  is  to  provide  a facility  for  heating 
planes  to  make  them  ready  for  what  you  might  call  air-sea  rescue. 

Senator  Ellexder.  Why  is  that  item  there  ? Is  there  not  any  other 
item  that  you  could  select  that  would  be  less  important  ? 

Admiral  Peltier.  This  is  a new  item  that  we  are  asking  for.  It 
was  not  in  the  budget,  sir. 

Admiral  Beardsley.  Senator  Ellender,  after  the  budget  was  com- 
pleted last  year,  they  decided  to  extend  the  Geophysical  Year  further, 
and  we  had  to  put  some  items  in  here  which  were  not  in  our  budget 
last  year  at  all.  We  never  had  them  in  the  budget.  This  is  one  of 
them. 

MIDDLE  EAST  CRISIS  COSTS 

Senator  Ellexder.  What  do  you  figure  this  Middle  East  crisis  cost 
your  Bureau  ? 

Admiral  Peltier.  We  are  asking  for  $180,000  here.  It  cost  us 
about  $60,000  more.  We  absorbed  about  $60,000  of  the  $210,000. 

Senator  Ellexder.  How  did  vou  lose  that? 

Admiral  Peltier.  In  our  amphibious  battalion  operation  $45,000 
was  expended  at  our  Construction  Batallion  Center  at  Davisville,  for 
assembly,  packing,  and  pontoon  gear  and  materials  of  that  type,  pro- 
pellant equipment,  and  so  forth,  and  $90,000  was  expanded  for  special 
clothing,  such  as  jackets,  field  shoes,  housekeeping  supplies,  and  so 
on  for  these  amphibious  battalions. 

Senator  Ellexder.  You  mean  Lebanon  ? 

Admiral  Peltier.  Yes,  for  Project  Cloud,  which  was  in  support 
of  the  Marines.  This  is  a classified  project.  It  was  the  Seabees  in 
support  of  the  Marines  and  we  had  $45,000  for  outfitting,  equipment, 
consumables,  tents,  and  so  forth,  which  totals  $180,000  for  that  area. 

Senator  Ellexder.  Xow  the  $47  million  that  you  spoke  of  a while 
ago,  Admiral  Beardsley,  covered  all  of  this? 

Admiral  Beardsley.  That  is  right. 

Senator  Ellexder.  The  entire  X a vv  operation  ? 

Admiral  Beardsley.  Yes,  sir. 

Senator  Chavez.  Thank  you,  gentlemen.  We  are  going  to  recess 
now  until  2 :30  this  afternoon. 

(Whereupon,  at  12 :30  p.m.  the  committee  recessed,  to  reconvene  at 
2 :30  p.m.  of  the  same  day.) 
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AFTERNOON  SESSION  (Wednesday,  April  8, 1959) 


STATEMENT  OF  REAR  ADM.  JAMES  W.  BOTJNDY,  CHIEF,  BUREAU 

OF  SUPPLIES  AND  ACCOUNTS 


Lebanon  and  Taiwan  Crisis 


(The  committee  reconvened  at  2:30  p.m.,  upon  the  expiration  of 
the  recess.) 

Chairman  Hayden.  The  committee  will  be  in  order. 

You  may  proceed,  Senator  Chavez. 

Senator  Chavez  (presiding).  Under  “Servicewide  supply  and  fi- 
nance,” the  Navy  is  requesting  a supplemental  for  $16,313,000.  Ab- 
normal costs  were  brought  about  by  the  Lebanon  and  Taiwan  crisis. 

The  House  allowed  $14,682,000  a reduction  of  $1,631,000. 

The  Department  is  requesting  full  restoration. 

At  this  point  in  the  record,  I shall  insert  the  program  by  activities 
and  by  object  classifications  for  servicewide  supply  and  finance. 

(The  information  referred  to  follows:) 

Program,  and  financing 


1959 

presently 

available 


1959 

revised 

estimate 


1959  in- 
crease (+)  or 
decrease  (— ) 


Program  by  activities: 

Direct  obligations: 

1.  Supply  distribution 

2.  Commodity  control 

3.  Cataloging 

4.  Servicewide  finance 

5.  Departmental  administration 

Supplemental  required  for  pay  increases 

Total  direct  obligations 


$194, 812, 000 
88, 975, 000 
8,  950, 000 
24,  744,  000 
6,  306,  000 
-14, 150,  000 


309,  637, 000 


$195,  772,  000 
90, 178,  000 
8,  950, 000 
24,  744,  000 
6,  306, 000 


325,  950, 000 


+960, 000 
+1,203, 000 


+14, 150, 000 
+16,  313, 000 


Reimbursable  obligation: 

1.  Supply  distribution 

2.  Commodity  control 

3.  Cataloging 

4.  Servicewide  finance *- 

5.  Departmental  administration. 


18,  646,  856 
300, 000 


18,  646,  856 
300, 000 


40,  000  40, 000 

40, 000  40,  000 


Total  reimbursable  obligations 


19, 026, 856 


19, 026, 856 


Total  obligations 

Financing: 

Unobligated  balance  brought  forward  (69  Stat.  438) 

Unobligated  balance  (anticipated  reimbursements  to  be 
earned  from  military  assistance  fund  reservations)  trans- 
ferred to  or  from  (-)  other  accounts 

Advances  and  reimbursements  from  other  accounts: 

Deliveries  of  material  common  to  U.S.  requirements 

ordered  by  military  assistance  in  current  year 

All  other 

Advances  and  reimbursement  from  non-Federal  sources... 
Anticipated  reimbursements  for  future  year  deliveries  of 
material  common  to  U.S.  requirements  ordered  by  mili- 
tary assistance  in  current  year 

Unobligated  balance  carried  forward  (69  Stat.  438) 


328,  663,  856 
-389,  856 


-20, 000 
-18,105, 000 
-500,  000 


-212,  000 

200,  000 


344,  976,  856 
-389,  856 


-20,  000 
-18,105,  000 
-500,  000 


-212,  000 

200, 000 


+16,  313, 000 


New  obligational  authority 


309, 637,  000 


325,  950,  000 


+16,  313, 000 
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Object  classification 


1959 

presently 

available 


1959 

revised 

estimate 


1959  in- 
crease (+)  or 
decrease  (— ) 


Total  number  of  permanent  positions.. 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year. _. 

Personal  service  obligations: 

Permanent  positions 

Other  personal  services 

Total  personal  service  obligations 

Direct  obligations: 


39,  960 
39,  292 
38, 165 


$181, 169,  000 
5,  596,  000 


186,  765,  000 


39,  960 
39,  292 
38, 165 


$181. 169.  000 
5,  596,  000 


186,  765,  000 


01  Personal  services 

02  Travel.. 

03  Transportation  of  things. 

04  C ommunications  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

i07  Other  contractual  services 

Services  performed  by  other  agencies 

Labor  contracts  with  foreign  government 1 
Private  foreign  labor  contracts  2 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

13  Refunds,  awards,  and  indemnities 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

Total  direct  obligations. 

Reimbursable  obligations: 


181, 913, 000 

1. 309. 000 
43,  725,  000 

1,  351,  000 
8, 115,  000 
3,  620,  000 
18,  002,  000 
42,  918,  000 

1. 389. 000 
1, 350,  000 
6,  859,  000 

972,  000 
11, 858,  000 
370.  000 
46, 000 
-14, 150,  000 


309, 637, 000 


181,  913,  000 
1, 309,  000 
44, 805,  000 
1,  351,  000 
8, 115,  000 
3,  620,  000 
18,  715,  000 
42,  918,  000 
1,  389,  000 
1, 350,  000 
7,  229,  000 
972,  000 
11,  848,  000 
370,  000 
46,000 


325,  950,  000 


+1, 080,  000 


+713,  000 


+370,  000 


+14, 150,  000 
+16,313,000 


01  Personal  services..- 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 


4. 852. 000 

7. 225. 000 
6, 377,  000 

270,  000 
302,  856 


4,  852, 000 
7,  225, 000 
6,  377, 000 
270, 000 
302,  856 


Total  reimbursable  obligations. 
Total  obligations 


19, 026, 856 
328,  663,  856 


19, 026, 856 
344, 976, 856 


+16, 313, 000 


1 Average  number,  1,269. 

2 Average  number,  639. 

SUPPLEMENTAL  REQUEST 

Senator  Chavez.  We  shall  now  hear  from  the  Department  of  the 
'Navy. 

Admiral  Beardsley.  Admiral  Boundy  will  handle  that,  Mr.  Chair- 
man. 

Admiral  Boundy.  I am  Rear  Admiral  Boundy.  I am  requesting 
supplemental  funds  under  the  appropriation  “Servicewide  supply 
and  finance,  Navy,”  of  $16,313,000. 

The  work  performed  under  this  appropriation  is  generated  by  the 
fleet.  My  regular  fiscal  year  1959  budget  was  conservatively  planned 
:to  support  a normal  workload  geared  to  peacetime  fleet  requirements 
and  allowed  no  slack  for  unexpected  contingencies.  We  take  the 
slack  out  in  advance  by  predicting  a gain  in  efficiency  before  our 
regular  appropriation  request. 

I am  confronted  by  unplanned  costs  of  $14,150,000  as  a result  of 
the  classified  pay  increases,  and  $2,163,000  resulting  from  additional 
workload  and  transportation  costs  generated  by  the  Taiwan  and  the 
Mideast  emergencies. 

I financed  these  latter  costs  by  borrowing  from  funds  needed  for 
maintenance  and  transportation  in  the  fourth  quarter  fiscal  year 
1959. 


38932— -59 .29 
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The  House  of  Representatives  has  approved  $14,682,000  of  my  sup- 
plemental request,  a reduction  of  $1,631,000. 

The  approved  amount  will  cover  increased  pay  costs  for  which 
this  appropriation  is  liable.  It  will  not  support  the  additional  work- 
load cost  for  the  Taiwan  and  the  Mideast  crises. 

This  appropriation  has  no  procurement  programs  which  can  be 
depressed  except  procurement  for  equipment  and  material  necessary 
to  operate  my  facilities. 

I had  planned  to  replace  some  of  my  worst  materials  handling 
equipment,  of  which  50  percent  is  now  overage. 

I had  planned  to  do  some  of  the  most  urgent  repair  and  main- 
tenance projects,  such  as  dredging,  roof  repairs,  and  so  forth. 

I would  like  to  proceed  with  these  plans.  If  the  $1,631,000  dis- 
allowed by  the  House  is  restored,  I can  proceed  with  these  plans. 

HOUSE  REPORT 

Senator  Chavez.  Admiral  according  to  the  House  report,  and  I 
quote  from  said  report : 

The  need  of  these  additional  funds  is  due  primarily  to  the  added  cost  gen- 
erated by  the  crisis  in  the  Middle  East  and  the  Far  East.  While  considerable 
part  of  supplemental  requests  are  attributable  to  such  activity  and  to  increased 
pay  costs,  the  committee  is  not  convinced  that  the  full  amount  requested  is 
needed.  Some  reductions  have  been  made  in  each  item  in  the  specific  amounts 
for  each  item  of  appropriation  as  set  forth  in  the  table  at  the  end  of  this  report. 

Wliat  do  you  say  to  that,  that  it  is  not  necessarily  needed  at  this 
time  ? 

The  committee  is  not  convinced  that  the  full  amount  requested  is  needed. 

DREDGING  AT  OAKLAND 

Admiral  Boundy.  I would  like  to  speak  to  that,  sir.  If  I do  not 
get  this  $1,631,000  I will  not  be  able  to  dredge  the  piers  at  Oakland, 
which  is  now  not  being  fully  used.  It  would  cost  about  $260,000. 

Senator  Chavez.  How  long  has  it  been  in  that  condition,  Admiral  ? 

Admiral  Boundy.  There  has  been  some  dredging  going  on  in  the 
harbor  and  this  has  been  gradually  filling. 

I would  like  to  have  started  work  earlier  in  the  year,  but  put  it  off 
because  of  these  additional  costs. 

Senator  Chavez.  When  are  you  going  to  be  through  with  it  ? 

Admiral  Boundy.  We  are  not  dredging  now.  I would  like  to  start 
the  dredging.  We  have  piers  in  need  of  repair,  Craney  Island,  Subic 
in  the  Philippines  and  at  Bayonne,  N.J.,  to  the  amount  of  $70,000. 

I have  repairs  to  roofs  where  it  is  costing  the  Government  money. 
I would  like  to  go  on  with  these  repairs.  These  repairs  were  delayed 
in  order  that  I could  meet  the  payroll. 

LIST  OF  PRIORITIES 

Senator  Chavez.  Now,  if  the  committee  would  not  allow  restora- 
tion of  the  total  amount  taken  out  by  the  House,  do  you  have  any 
priorities  ? 

Admiral  Boundy.  Yes,  sir.  I can  give  you  for  the  record  a list  of 
seven  or  eight  things  making  up  the  total  of  $1,631,000  in  order. 

Senator  Chavez.  Will  you  give  them  to  us  in  order,  Admiral? 

Admiral  Boundy.  Yes,  sir;  I will  give  them  to  you  in  order. 
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Senator  Chavez.  Can  you  do  that  now  ? 

Admiral  Boundy.  Yes,  sir;  I can  do  that  now. 

Senator  Chevez.  All  right,  let  us  have  it. 

PURCHASE  OF  TRUCKS  AND  TRAILERS 

Admiral  Boundy.  I would  defer  buying  some  trucks  and  trailers  to 
the  extent  of  $100,000.  This  is  not  to  the  benefit  of  the  Government, 
sir.  I am  using  trucks  that  are  overage.  It  is  costly. 

I would  save  another  $20,000  by  not  buying  three  fire  engines  which 
we  need. 

Senator  Chavez.  Where? 

Admiral  Boundy.  Naval  Supply  Center  at  Oakland,  Naval  Supply 
Center  at  Norfolk,  and  the  Naval  Supply  Depot  at  Mechanicsburg. 

Senator  Chevez.  The  sooner  the  better,  because  we  are  going  to  get 
through  with  this  bill  directly  and  we  would  like  to  mark  it  up. 

MATERIALS  HANDLING  EQUIPMENT 

Admiral  Boundy.  I have  also  marked  $130,000  for  materials  han- 
dling equipment.  This  is  urgently  needed.  I am  using  wartime 
equipment  in  many  cases.  Also,  I cannot  defer  some  of  my  utilities 
systems  repairs. 

Senator  Chavez.  Such  as  what?  What  does  that  item  amount  to? 

Admiral  Boundy.  $10,000  for  some  railroad  track  that  needs  re- 
pair, and  additional  costs  for  electric  utilities,  and  power  cables. 
They  need  repairs,  sir. 

TRANSPORTATION  BUDGET 

My  transportation  budget  for  the  year  is  $42,800,000.  By  putting 
out  dispatches  to  the  fleet  to  restrict  the  shipment  of  urgently  needed 
material  until  the  end  of  this  fiscal  year,  I could  probably  save  as 
much  as  $750,000. 

Senator  Chavez.  Out  of  the  total  ? 

Admiral  Boundy.  Out  of  the  total  of  $1,631,000. 

Senator  Chavez.  All  right,  sir. 

Admiral  Boundy.  This  would  leave  one  further  item,  the  dredg- 
ing. That  is  the  dredging  planned  at  this  time  at  Oakland. 

DREDGING  PROJECTS 

However,  there  are  two  other  dredging  projects  which  we  will  have 
to  defer  until  next  year.  But  I already  have,  sir,  a backlog  of  about 
$7  million  of  this  type  of  work.  I have  listed  to  you  only  the  urgent 
ones. 

Senator  Chavez.  What  about  that  Oakland  pier,  for  dredging? 

Admiral  Boundy.  That  is  a dredging  job,  sir. 

Senator  Chavez.  Tell  us  about  it,  briefly. 

Admiral  Boundy.  It  is  an  old  pier,  sir.  It  has  now  silted  up  to* 
the  extent  that  the  ships  cannot  come  along  side  unless  they  discharge 
a large  part  of  their  cargo  some  place  else.  This  is  a costly  operation. 

Senator  Chavez.  If  this  money  is  allowed  will  it  do  the  work  per- 
manently, or  for  at  least  a reasonable  time,  or  will  you  be  back  here 
again  next  year? 

Admiral  Boundy.  For  a reasonable  time,  sir.  Dredging  is  some- 
thing that  has  to  be  done  every  2 or  3 years,  Senator. 
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Senator  Ciiavez.  Thank  yon. 

Are  there  any  questions,  Senator  Hayden? 

Chairman  Hayden.  Obviously,  some  of  these  items  will  cost  more 
if  they  are  delayed. 

Admiral  Boundy.  Yes,  sir. 

Chairman  Hayden.  And  there  is  no  advantage  in  doing  that.  If 
it  is  something  that  can  go  over,  that  is  different. 

Senator  Chavez.  The  reason  for  that  is  that  we  still  have  to  go  to 
conference  if  we  restore  the  money.  We  want  to  make  as  good  a 
record  as  we  can  to  justify  our  position. 

Admiral  Boundy.  I shall  be  glad  to  furnish  the  committee  addi- 
tional information  by  writing,  if  you  wish,  sir. 

Senator  Chavez.  Thank  you. 

(The  information  referred  to  follows :) 

Priority  No.  1.  Replacement  of  vehicular  equipment 


Code 

No. 


620 

323 

342 

816 

822 

821 


7321 

7203 

7200 


130 


130 

130 


132 

132 

111 


Item 


TRUCKS  AND  TRAILERS,  GENERAL  PURPOSE 

Truck,  10  ton  4x2,  truck-tractor 

Truck,  Yl  ton,  4x2,  pickup,  commercial 
type. 

Truck,  1 ton,  4x2,  pickup 

Trailer,  semi,  20  ton,  stake 

Trailer,  semi,  15  ton,  lowbed 

Trailer,  semi,  10-12  ton,  stake 


SPECIAL  AUTOMOTIVE  EQUIPMENT 

Truck,  fire,  triple  pump 

Truck,  fire,  skid  mounted 

Truck,  fire,  trailer  mounted 


MATERIALS  HANDLING  EQUIPMENT 

Truck,  lift,  fork,  gasoline  engine,  pow- 
ered, pneumatic  rubber  tires,  4,000  lb. 
capacity,  144  inch  lift,  automatic  trans- 
mission. 

Truck,  as  above,  solid  rubber  tires,  100 
inch  lift. 

Truck,  lift,  fork,  gasoline  engine,  pow- 
ered, pneumatic  rubber  tires,  6,000  lb. 
capacity,  168  inch  lift,  automatic  trans- 
mission. 

Truck,  as  above,  solid  rubber  tires,  100 
inch  lift. 

Truck,  as  above,  without  automatic 
transmission. 

Tractor,  warehouse,  7,500  lb.  drawbar, 
pull  pneumatic  rubber  tires,  gasoline 
engine  powered. 


Grand  total 


Location 

Total 

quan- 

tity 

Unit 

cost 

Total 

cost 

1 Oakland,  1 Subic  ___  . 

2 

$7, 210 

$14, 420 

5 Oakland,  10  Guam 

17 

1,  270 

21,  590 

1 Newport,  1 San  Diego. 

1 Oakland,  1 Bayonne 

2 

1,610 

3, 220 

5 Oakland,  4 Guam  

9 

4, 900 

44, 100 

1 Bayonne,  1 Pearl  Harbor. 

2 

2,000 

4, 000 

3 Norfolk,  1 Subic  Bay 

4 

3,  200 

12;  800 

36 

100, 130 

1 Mechanicsburg... 

1 

13,  000 

13.000 

1 Oakland . ... 

1 

4,  000 

4,000 

1 Norfolk  

1 

4,  000 

4,  000 

3 

21,000 

2 Norfolk,  3 Bayonne,  1 

6 

4,  500 

27,000 

Newport. 

1 Bayonne,  1 Norfolk,  1 

3 

4,  490 

13,  470 

Oakland. 

2 Guam 

2 

5,000 

10,000 

1 Norfolk,  1 Pearl,  1 Oak- 

3 

5,  000 

15,000 

land. 

2 Norfolk,  5 Pearl,  2 Oak- 

11 

5,000 

55,000 

land,  2 Yokosuka. 

2 Norfolk 

2 

4,  200 

8,  400 

27 

128,  870 

66 

250,  000 
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Priority  No.  2.  Emergency  repair  and  improvement  projects 


Location 


Description 


PIERS 


NSY  Boston 

NSC  Norfolk _ 

NSD  Subic  Bay 

NSD  Bayonne 


Repairs  to  fuel  pier 

Repair  Craney  Island  fuel  piers,  “C” 

Repair  Craney  Island  fuel  piers,  "D" 

Repair  of  fuel  pier 

Replace  portion  of  deteriorated  fender  system  along  south  bulkhead 


NSD  Guam. 
NSD  Guam, 
NSC  Norfolk 


ROOFS 

Repair  transit  shed  roof,  building  No.  3169 

Repair  roof  on  dry  provisions  warehouse,  building  No.  3202 

Replace  warehouse  roof  of  building  No.  16  at  Cheatham  Annex. 


Amount 


$12. 000 
24,  700 
13.500 
7,  000 
27,  000 


84,200 


19,  500 
94,  300 
74,500 


188,  300 


UTILITIES  AND  MISCELLANEOUS  , 


NSC  Oakland 

NSD  San  Diego 

NSC  Pearl  Harbor. 
NSY  Charleston. 
NSY  Puget  Sound. 
NSY  Charleston 


Provide  transformer  capacity  for  electrical  services,  building  No.  310.._-_. 
Construct  defrosting  water  recovery  system  for  cold  storage  plant,  building 
No.  7. 

Replace  insulation  of  cafeteria  reefers  in  building  No.  487 ... 

Bin  storage  alterations  at  building  No.  1139 

Repair  of  railroad  trackage,  project  M589  and  M595 

Repair  of  railroad  trackage,  project  M8-58  and  M3-59 


Grand  total 


13. 000 

6,100 

17. 000 
22,  000 
16,400 

24.000 


98,  500 
371,000 


Priority  No.  3.  Restriction  on  transportation 


Description  Amount 

Restriction  on  shipments  of  urgently  needed  material $750,  000 


Priority  No.  4-  Dredging 


Location  and  description  Amount 

NSC  Oakland:  Dredging $260,000 

Summary 

Amount 

Priority  No.  1.  Replacement  of  vehicles $250,  000 

Priority  No.  2.  Emergency  repair  and  improvement  projects 371,  000 

Priority  No.  3.  Restriction  on  transportation 750,  000 

Priority  No.  4.  Dredging  at  NSC  Oakland 260,  000 


Total 1,631,000 


PREPARED  STATEMENT 

(Admiral  Boundy’s  prepared  statement  follows :) 

Statement  of  Rear  Adm.  James  W.  Botjndy,  Chief  of  the  Bureau  of  Supplies 

and  Accounts 

Mr.  Chairman  and  members  of  the  committee,  I appreciate  this  opportunity  to 
appear  before  you  to  explain  the  need  for  a supplemental  appropriation  to 
finance  operations  under  “Servicewide  supply  and  finance,  Navy”  for  fiscal  year 
1959. 

This  appropriation  pays  for  the  servicewide  logistic  support  functions  in 
supplying  the  Navy  and  is  used  mostly  to  pay  the  people  who  buy,  manage,  and 
store  material,  and  fuel  and  load  our  ships.  Our  regular  fiscal  year  1959 
budget  was  based  upon  a carefully  developed,  austere  plan  to  support  a supply 
workload  commensurate  with  a normal  tempo  of  fleet  operations  and  the  then 
existing  civilian  pay  scales.  The  impact  of  two  factors  will  result  in  costs  of 
$16,313,000  more  than  those  included  in  the  regular  Appropriation  Act. 
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The  first  of  these  factors  was  the  increased  pay  rates  authorized  for  classified; 
civilian  employees  by  Public  Law  462,  85th  Congress.  This  increased  our  pay- 
roll costs  $14,150,000  above  the  fiscal  year  1959  regular  budget  estimate. 

The  other  factor  was  a higher  tempo  of  fleet  operations  generated  by  the 
Taiwan  and  Mid-East  crises,  which  created  an  immediate  upsurge  in  logistics 
support  requirements  throughout  the  supply  system.  We  had  to  lease  additional 
fuel  tankage  to  support  Mid-East  fleet  movement.  Special  airlifts  were  neces- 
sary for  emergency  movement  of  material  to  overseas  areas.  The  duration  and 
scope  of  the  Taiwan  and  Mid-East  crises  could  not  be  predicted  and,  as  a pre- 
paredness measure  to  cover  the  military  contingency,  it  was  mandatory  that  the 
logistics  pipeline  be  maintained  to  replace  stocks  issued  to  the  fleet  at  tide- 
water. Unplanned  costs  were  thus  incurred  at  our  commodity  control  activities 
and  for  inland  transportation.  The  increased  costs  resulting  from  this  emer- 
gency situation  amounted  to  $2,163,000. 

The  supplemental  amount  of  $14,682,000  allowed  by  the  House  action  will 
provide  for  the  increased  costs  of  the  classified  pay  raise  and  will  also  allow  an 
amount  of  $532,000  toward  the  unprogramed  expenditures  caused  by  the  Taiwan 
and  Mideast  emergencies.  The  deficit  of  $1,631,000  which  the  House  action 
imposes  upon  this  appropriation  will  have  to  be  met.  At  this  point  in  the 
fiscal  year,  a further  reduction  of  personnel  will  not  save  money  to  apply  against 
this  deficit  because  of  the  time  requirement  for  such  action  and  the  costs  of 
terminal  leave  which  would  have  to  be  met.  If  restoration  cannot  be  made,  I 
will  have  to  cancel  $600,000  worth  of  emergency  repair  and  improvement  projects 
now  in  progress  and  lack  of  which  will  place  in  jeopardy  my  future  operational 
capability.  These  projects  represent  such  things  as  dredging,  repairs  to  piers, 
and  repairs  to  roofs  and  utility  systems.  I will  have  to  cancel  $250,000  worth 
of  in-process  procurement  actions  for  replacement  of  the  worst  of  my  automo- 
tive and  materials-handling  equipment,  of  which  50  percent  is  now  overage.  I 
will  have  to  cutback  transportation  of  material  at  the  risk  of  providing  less 
than  full  support  to  the  fleet.  I believe  such  actions  would  represent  false 
economy  since  they  do  not  result  in  actual  savings  and  merely  contribute  to 
heavier  expenses  in  subsequent  years. 

I am  requesting  this  committee  to  restore  the  $1,631,000  disallowed  by  the 
House  action  so  I will  not  be  forced  into  actions  which  can  only  be  considered 
uneconomical  from  a long-range  viewpoint. 

Department  of  the  Navy,  Service  wide  Operations 

STATEMENT  0E  REAR  ADM.  K.  M.  McMANES,  USN,  ASSISTANT  VICE 
CHIEF  OF  NAVAL  OPERATIONS,  DIRECTOR  OF  NAVAL  ADMINIS- 
TRATION 

RESTORATION  REQUEST 

Senator  Chavez.  The  next  item  is  for  servicewide  operations  for 
which  the  budget  request  was  $5,726,000,  occasioned  by  the  Lebanon- 
Taiwan  crises  and  the  civilian  pay  increase. 

The  House  allowed  $5,153,000,  a reduction  of  $573,000.  Full  res- 
toration is  requested. 

At  this  point  in  the  record  I shall  insert  the  program  by  activities 
and  by  object  classification  for  servicewide  operations. 

(The  information  referred  to  follows :) 
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Department  of  the  Navy — Servicewide  Operations 

Program  and  financing 


19c9  pres- 
ently avail- 
able 


1959  revised 
estimate 


1959  increase 


Program  by  activities: 

Direct  obligations: 

1.  Administrative  headquarters  for  naval  districts, 

bases  and  stations-.  

2.  Servicewide  communications 

3.  Hydrographic  office 

4.  Naval  Observatory 

5.  Inter- American  affairs 

6.  Departmental  administration 

7.  Printing  equipment  and  related  costs,  printing 

plants..  - 

8.  Field  services 

9.  Contingencies  of  the  Navy 

Supplemental  required  for  pay  increases 

Total  direct  oblieations 

Reimbursable  oblieations: 

Total  reimbursable  obligations 

Total  obligations 

Financing: 

Advances  and  reimbursements  from — 

Other  accounts  

Non-Federal  sources  (10  U.S.C.  2481) 

New  obligational  authority.. 

New  obligational  authority: 

A ppropriation ... 

Transfe-red  to— 

“Ope-atine  expenses.  National  Archives  and  Records 
Service,”  General  Services  Administration  (5  U.S.C. 

172f) — 

“Salaries  and  expenses,  Department  of  Defense”  (5 
U.S.C.  630e) 

Appropriation  (adjusted) 


$17. 

068, 

000 

$17, 068, 000 

38, 

628, 

000 

39. 028, 000 

12, 

295, 

000 

12,  295,  000 

955, 

000 

955, 000 

4, 

495, 

000 

4,495, 000 

21, 

850, 

000 

21, 850, 000 

300, 

000 

300, 000 

15, 

808, 

000 

15, 808,  000 

11, 

920, 

000 

11,920,  000 

-5, 

326, 

000 

$400, 000 


5, 326, 000 


117, 993,000 
13,  695, 000 


123,  719, 000 
13, 695,  000 


5, 726, 000 


131, 688,  000 


-13,  392,  000 
-303.  000 


137, 414, 000 


-13. 392.  000 
-303.  000 


5, 726, 000 


117,  993.  000 


123,  719,  000 


5,  726,  000 


118,  985,  000 

-467,  000 
-525,  000 


124,  711,  000 

-467,  000 
-525,  000 


5,  726,  000 


117,  993,  000 


123,  719,  000 


5,  726,  000 


Object  classification 


1959  pres- 
ently avail- 
able 


1959  revised 
vised  esti- 
mate 


1959  increase 


Total  number  of  permanent  positions— 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees  

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent— 

Other  personal  services 

Total  personal  service  obligations... 

Direct  obligations: 

01  Personal  services. 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services.. 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

Labor  contracts  with  foreign  governments  i 

08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions 

15  Taxes  and  assessments 

Supplemental  required  for  pay  increases 

Total  direct  obligations. 

Reimbursable  obligations: 

Total  reimbursable  obligations 

Total  obligations 


12, 434 
6 

11,  957 
11,  960 


12, 434 
6 

11,  957 
11,  960 


$64,  547, 033 
49. 600 
2, 844,  567 


$64,  547,  033 
49,  600 
2, 844,  567 


67, 441,  200 


67, 441,  200 


65, 

3, 

6, 

2, 

1, 

14, 

1, 

7, 

15, 

4, 

“5, 

117, 


192. 800 
148,  200 
765,  000 
005, 400 
664,  425 
907,  225 
177, 900 
673, 950 
046,600 
219,  800 

915. 800 
570,  800 

31, 100 
326, 000 
993,  000 


65, 192,  800 
3, 148,  200 
765, 000 
6, 005,  400 
2,  664,  425 
1,  907,  225 
14,  237, 900 
673, 950 
1,046,  600 
7,  219, 800 
16,  255, 800 
4,  570,  800 
31, 100 


$60, 000 


340,000 


123,  719,  000 


5, 326, 000 
5,  726, 000 


13, 695, 000 


13, 695, 000 


131, 688, 000 


137, 414, 000 


5,  726, 000 


* Average  number  of  persons:  918. 
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General  Statement 

Senator  Chavez.  We  will  now  hear  the  presentation. 

Admiral  McManes.  Mr.  Chairman  and  gentlemen,  I am  Rear  Adm.- 
K.  M.  McManes,  Assistant  Vice-Chief  of  Naval  Operations;  Director 
of  Naval  Administration. 

Supplemental  funds  requested  in  the  amount  of  $5,726,000  have  been 
reduced  10  percent  by  the  House  Appropriation  Committee. 

Restoration  of  $573,000  is  requested  in  order  to  replace  funds  ex- 
pended from  the  regular  appropriation  for : 

(a)  Unforeseen  communication  costs  incurred  in  connection  with 
the  recent  Mideast  and  Taiwan  crises,  and 

(b)  To  provide  the  minimum  amount  necessary  to  fund  additional 
civilian  pay  costs — Public  Law  85^62. 

Senator  Chavez.  Have  you  broken  down  the  two  items  ? 

Admiral  McManes.  Yes,  sir ; I can  give  you  that  subsequently. 

There  are  no  surplus  funds  available  within  the  appropriation  which 
could  be  used  to  offset  this  supplemental  request. 

During  fiscal  year  1959  the  “Servicewide  Operations,  Navy,”  appro- 
priation has  been  forced  to  absorb  unbudgeted  items  to  the  extent  of 
approximately  $2,300,000.  These  unbudgeted  items  requirements  have 
been  met  principally  by  diverting  funds  programed  for  the  procure- 
ment of  electronic  equipment.  Approximately  67  percent  of  appropri- 
ated funds  were  obligated  as  of  February  28, 1959,  and  no  appreciable 
savings  are  expected  to  materialize  during  the  balance  of  the  fiscal 
year. 

deferment  of  procurement  items 

If  restoration  is  not  provided,  it  will  be  necessary  to  further  elimi- 
nate, defer  or  curtail  procurement  of  critically  needed  electronic  equip- 
ment for  the  naval  communication  system,  which,  because  of  their 
short-lead-time  nature,  are  still  programmed  for  procurement  in  fiscal 
year  1959. 

Senator  Chavez.  Give  us  a breakdown  of  this  $573,000. 

Admiral  McManes.  For  the  naval  security  group,  crypto  equip- 
ments, $60,000. 

For  the  naval  communication  system,  switching  jacks  and  patch 
panels,  $110,000. 

Portable  communication  facilities  and  equipment  for  the  Chief  of 
Naval  Operations  high  command  network,  $43,000. 

Price  increase  for  manufacturing  work  currently  underway  at  the 
Naval  Gun  Factory,  $25,000. 

Senator  Chavez.  Why  is  that  brought  about?  Wages  or  matters 
of  that  nature? 

Admiral  McManes.  That  is  what  it  is.  It  is  for  the  manufacturing 
work  going  on,  the  increase  in  the  wages  due  to  the  wage  classifica- 
tion board. 

Antenna  kits  for  the  Naval  Communication  Station,  Guam,  trans- 
mitters, $40,000. 

Then  we  have  three  different  types  of  teletypewriters : one  of  them 
$75,000,  another  $70,000,  and  another  $150,000,  for  a total  of 
$295,000. 

Senator  Chavez.  The  grand  total  would  be  what  you  are  reclaiming. 

Admiral  McManes.  $573,000 ; yes,  sir. 
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Senator  Chavez.  Senator  Hayden,  do  you  have  any  questions? 

Chairman  Hayden.  No,  thank  you. 

Senator  Chavez.  Thank  you. 

Admiral  McManes.  Thank  you,  sir. 

Senator  Chavez.  Now,  Admiral  Beardsley,  will  you  talk  on  title  II  ? 

Amiral  Beardsley.  Yes,  sir;  I have  a one-page  statement,  Senator. 

STATEMENT  OF  REAR  ADM.  GEORGE  F.  BEARDSLEY,  USN,  DEPUTY 

COMPTROLLER  OF  THE  NAVY 

CIVILIAN  PAY  INCREASES 

Admiral  Beardsley.  Mr.  Chairman,  the  entire  amounts  of  the  re- 
quests for  both  “Navy  personnel,  general  expenses,”  and  “Research 
and  development,  Navy,”  are  attributable  to  civilian  pay  increases 
under  the  provisions  of  Public  Law  85-462. 

As  the  committee  is  aware,  substantial  amounts  of  pay  increases 
have  already  been  absorbed  within  existing  funds. 

NAVY  PERSONNEL GENERAL  EXPENSES 

In  “Navy  personnel,  general  expenses,”  no  further  savings  can  be  ob- 
tained by  personnel  reductions  at  this  time.  The  only  avenues  open 
for  saving  of  funds  within  the  appropriation  would  be  further  defer- 
ral of  the  already  austere  maintenance  program  and  further  reduction 
of  personnel  training  and  administration. 

RESEARCH  AND  DEVELOPMENT,  NAVY 

In  “Research  and  development,  Navy,”  $12  million  of  civilian  pay 
Taises  have  been  absorbed,  leaving  the  balance  of  $9,994  million  con- 
tained in  the  request. 

The  execution  of  plans  to  date  has  been  based  on  the  receipt  of  sup- 
plemental funds.  Because  of  the  time  factor,  no  further  savings  are 
possible  through  personnel  reductions  in  this  fiscal  year. 

Any  reduction  of  this  request  will  make  it  necessary  to  either  cancel 
or  defer  certain  important  projects.  Examples  of  such  action  would 
include  the  instrumentation  of  the  flying  laboratory,  the  Talos,  Tar- 
tar, and  Terrier  shipboard  simulation  systems  and  high-temperature 
materials,  molybdenum. 

CONCLUSION 

We  feel  that  we  have  taken  every  feasible  action  to  reduce  costs. 
Any  reduction  of  these  supplemental  requests  will  force  curtailment 
of  functions  which  will  be  both  uneconomical  in  the  long  run  and 
costly  in  terms  of  the  national  defense. 

These  two  appropriations  are  completely  related  to  the  classified 
pay  increase  and  they  are  put  in  title  II  of  the  bill. 

If  there  are  no  questions  on  that,  I have  one  final  item  on  general 
provisions  which  I would  like  to  comment  on  at  this  time. 
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WAGE  BOARD  PAY  INCREASES 

Chairman  Hayden.  I would  like  to  ask  one  question  about  the  wage 
board  pay  raises. 

Senator  Chavez.  As  I understand  this  item  is  already  in  the  bill, 
but  you  want  to  comment  for  the  record. 

Admiral  Beardsley.  For  the  record,  yes. 

Chairman  IIayden.  What  I have  in  mind  is  this:  Is  the  Navy  De- 
partment satisfied  that  the  wage  boards  have  supplied  you  with  in- 
formation based  upon  what  is  paid  like  employees  in  the  same  area. 
Is  that  accurate,  or  not? 

Admiral  Beardsley.  I think  the  answer  is  “Yes.”  We  are  satisfied 
with  the  performance  of  the  wage  boards. 

If  there  is  any  question  about  it,  it  would  be  about  the  total  pro- 
cedure and  the  formula  for  determining  the  local  wage,  but  I think 
this  is  more  or  less  prescribed. 

We  are  carrying  out  both  the  law  and  the  administrative  instruc- 
tions on  how  to  do  this. 

Chairman  Hayden.  Do  these  boards  function  every  year? 

Admiral  Beardsley.  I am  not  so  sure  it  is  every  12  months,  but  it 
is  periodically  in  every  year  as  dictated  by  local  wage  scales.  Maybe 
every  12  months.  I am  not  sure,  but  it  seems  to  occur  every  12 
months. 

Any  time  there  is  a significant  increase  in  a general  wage  level  for 
certain  work  in  an  area  a survey  is  made.  The  theory  is  to  keep 
abreast,  but  not  ahead  of  the  local  wage. 

The  contention  on  the  part  of  some  people  is  that  we  are  leading 
the  local  wage.  That  is  an  area  of  contention. 

AREA  DIFFERENCES  IN  WAGE  SCALES 

Senator  Chavez.  Now,  is  there  any  real  difference  in  wages  between, 
say,  San  Francisco  and  Norfolk? 

Admiral  Beardsley.  I don’t  know  the  wage  scale  between  San 
Francisco  and  Norfolk,  but  there  are  differences  between  different 
parts  of  the  country;  yes,  sir;  very  significant. 

Senator  Chavez.  I think  the  committee  would  be  most  happy  if 
you  would  submit  a table  for  the  record.  Take  every  area  in  the 
country,  Seattle,  Wash.;  San  Francisco,  Los  Angeles,  New  Orleans, 
back  to  Philadelphia. 

Admiral  Beardsley.  I will  put  that  in  the  record. 

(The  information  referred  to  follows:) 

Wages  for  ungraded  employees  in  the  Department  of  the  Navy  are  fixed  on 
the  basis  of  average  wages  prevailing  in  labor-market  areas  (immediate  geo- 
graphical areas  surrounding  the  naval  installations)  as  determined  by  wage 
surveys  of  private  companies.  These  surveys  are  conducted  approximately 
on  an  annual  basis,  and  new  Navy  wage  schedules  are  issued  when  the  survey 
material  has  been  computed  into  a wage  line. 

Examples  of  rates  of  pay  for  selected  occupations  in  various  locations  (areas) 
in  the  continental  United  States  are  as  follows : 
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Hourly  rates  by  area,  as  of  Apr.  9,  1959  1 


Area 

Laborer 

Helper 

Truck 

driver 

Machinist 

Toolmaker 

Boston,  Mass  

$1.96 
2. 13 

$2. 23 
2. 27 

$2. 31 
2. 36 

$2.68 

2.82 

$2. 99 
3.04 

Los  Anee’es,  Calif 

New  Orlems,  La 

1.80 

1.94 

2.  06 

2. 67 

2.  85 

Philadelphia,  Pa 

2. 01 

2.21 

2. 29 

2.  69 

2.88 

San  Fraueisco,  Calif 

2. 19 

2.34 

2.42 

2.  80 

a 26 

Puget  Sound,  Wash 

2.  02 

2.22 

2.30 

2.  71 

2.  99 

i The  hourly  rate'  listed  below  are  for  the  2d  step  of  a 3-step  rate  range.  The  1st  step  is  96  percent  and 
the  3d  step  is  104  percent  of  the  2d  step  rate  shown. 


SALE  OF  SALVAGE  AND  SUBPLUS  MATERIAL 

Admiral  Beardsley.  The  last  item  I have  been  asked  to  comment 
on  is  an  item  for  the  Defense  Department.  We  asked  the  House  of 
Representatives  that  section  611  of  the  Department  of  Defense  Ap- 
propriation Act,  1959,  Public  Law  85-72,  be  amended  by  deleting  the 
figure  of  $49  million  in  the  first  line  and  inserting  in  lieu  thereof 
$55  million. 

This  refers  to  the  authorization  to  use  up  to  $55  million  of  funds 
generated  from  the  sale  of  scrap,  salvage  and  surplus  material  for 
the  preparation  and  sale  of  the  material. 

There  are  many  advantages  to  this.  We  are  carrying  out  the  intent 
of  Congress  in  doing  this.  This  was  an  increase  of  $6  million. 

HOUSE  COMMENT 

The  House  recommended  an  increase  of  $5  million  with  the  follow- 
ing statement: 

The  second  provision  relates  to  section  611  of  the  Department  of  Defense 
Appropriation  Act  of  1959  which  authorizes  use  of  proceeds  from  the  sale  of 
scrap,  salvage  or  surplus  material  for  the  expense  of  disposing  of  military 
surplus  property.  The  committee  has  urged  a vigorous  program  for  the  dis- 
posal of  obsolete  and  excess  material  and  recommends  an  increase  in  limitation 
to  $54  million.  The  limitation  at  the  present  time  is  $49  million. 

The  Secretary  of  Defense  has  stated  the  increase  in  amount  is  needed  if 
the  proper  disposal  program  is  to  proceed  at  a high  rate  for  the  balance  of 
the  year. 

Our  programs  are  proceeding  at  a very  high  rate.  We  need  this 
money  to  keep  this  rate  going  for  the  rest  of  the  year. 

Senator  Ellender.  Could  you  tell  us  to  what  extent  this  amount 
has  been  increased  over  the  last  5 years? 

Admiral  Beardsley.  I cannot  tell  you  that,  sir. 

Senator  Ellender.  Will  you  supply  that  for  the  record? 

Admiral  Beardsley.  Yes,  sir. 

(The  material  referred  to  follows :) 

Preparation  and  Sale  of  Surplus  Property 
Proceeds  from  sales 
[In  thousands] 


Fiscal  year  1956 $190,  000 

Fiscal  year  1957 192,  052 

Fiscal  year  1958 200,  732 

Fiscal  year  1959 1 225,  000 

Fiscal  year  1960 1 250,  000 


1 Estimated. 
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Funds  made  available  by  Congress  1 


[In  thousands] 

Fiscal  year  1956 $31,000 

Fiscal  year  1957 x 41,  000 

Fiscal  year  1958 45,  000 

Fiscal  year  1959 2 55,  000 

Fiscal  year  1960 2 70,  500 


1 Prior  to  fiscal  year  1959  charges  were  limited  to  preparation  for  sale  of  scrap  and 
surplus  property.  Fiscal  year  1959  and  subsequent  includes  expenses  in  connection  with 
disposal  of  scrap  and  surplus  property.  This  latter  change  more  properly  reflects  the  total 
cost  of  disposal  by  the  Armed  Services  and  accounts  for,  along  with  the  great  backlog  of 
material  to  be  disposed,  much  of  the  increase  in  fiscal  year  1960.  In  prior  years  many 
disposal  costs  were  borne  by  appropriations. 

3 Estimated. 

Ratio 


[In  percent] 

Fiscal  year  1956 

Fiscal  year  1957 

Fiscal  year  1958 

Fiscal  year  1959 

Fiscal  year  1960 


16.3 

21.4 

22.4 

24.4 
28.2 


The  following  are  illustrative  of  the  purposes  for  which  costs  are  incurred  for 
disposal  of  military  property : 

(a)  Demilitarization  of  millions  of  rounds  of  ammunition  so  that  it  will  be 
rendered  safe  for  handling  by  commercial  concerns.  Removal  of  fuses,  explo- 
sive primers,  and  explosives  are  typical  demilitarization  operations. 

( b ) The  handling  and  collecting  of  scrap  and  salvage  at  scrap  yards  so  that 
sale  can  be  effectively  controlled  in  the  best  interest  of  the  Government. 

(c)  The  cataloging  for  sale,  bid  lotting,  advertising,  printing  of  catalogs,  re- 
view and  awarding  of  bids,  etc.,  is  a continuing  and  necessary  effort. 

(d)  Within  limitations  prescribed  by  the  Office  of  the  Secretary  of  Defense, 
the  purchase  of  certain  capital  equipments  such  as  explosives  detonating  ma- 
chines. 

(e)  Other  costs,  such  as  administration  of  sales;  transportation,  where  nec- 
essary, of  material  to  a sales  point;  burning  ground  operations,  dumping  of 
ammunitions  at  sea,  etc. 


PERCENTAGE  OF  SALES  CHARGED  TO  HANDLING 

Senator  Ellender.  What  percentage  of  the  sales  does  the  $54  mil- 
lion represent  ? 

Admiral  Beardsley.  The  proceeds  from  sales  in  1958  were  $200 
million. 

So  it  is  25  percent. 

Senator  Ellender.  It  amounts  to  25  percent. 

Admiral  Beardsley.  Yes,  sir. 

Senator  Ellender.  Do  you  think  that  is  excessive  ? 

Admiral  Beardsley.  No,  sir;  I do  not  think  so.  This  is  handling 
vast  amounts  of  material,  sir. 

Senator  Ellender.  I understand  that,  but  that  overhead  seems  out 
of  proportion. 

Admiral  Beardsley.  That  is  not  the  point,  sir.  The  point  is  in 
1958  the  Defense  Department  disposed  of  $6  billion  worth  of  ma- 
terial. The  net  proceeds  were  about  $200  million,  of  which  we  used 
some  $40  million  to  do  the  job. 

Senator  Ellender.  I know,  but  what  counts,  is  the  money  you  get 
out  of  it. 

Admiral  Beardsley.  The  U.S.  Treasury  got  about  $160  million 
net  back. 

ADMINISTERING  COSTS 

Senator  Ellender.  In  addition  to  the  information  I have  suggested 
will  you  please  let  us  have  the  amount  allowed  for  administering  the 
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program  for  the  last  5 years  and  what  it  amounts  to  percentagewise. 
Admiral  Beardsley.  Yes,  sir. 

That  is  all  we  have. 

Senator  Chavez.  Senator  Saltonstall  ? 

Senator  Saltonstall.  No  questions,  thank  you,  Mr.  Chairman. 
Senator  Chavez.  If  there  are  no  further  questions,  we  thank  you. 
Admiral  Beardsley.  Thank  vou.  Mr.  Chairman. 

Department  of  the  Air  Force 

MILITARY  PERSONNEL 

STATEMENTS  OP  BRIG.  GEN.  ROBERT  J.  FRIEDMAN,  DIRECTOR  OP 
BUDGET,  HEADQUARTERS,  USAP;  AND  MAJ.  GEN.  JOSEPH  J. 
NAZZARO,  DIRECTOR  OP  PERSONNEL  PLANNING,  HEADQUAR- 
TERS, USAP 

SUPPLEMENTAL  BEQUESTS 

Senator  Chavez.  Department  of  the  Air  Force. 

The  next  item  is  for  military  personnel,  Department  of  the  Air 
Force. 

The  request  was  for  $27,828,000,  occasioned  by  the  Middle  East 
and  Far  East  crises,  added  social  security  costs,  an  increase  in  the 
commuted  ration  rate,  and  higher  average  pay  and  allowances. 

The  House  allowed  $18,728,000  for  this  item,  a reduction  of 
$9,100,000. 

The  Department  is  requesting  full  restoration. 

At  this  point  in  the  record  I shall  insert  the  program  by  activities 
and  by  object  classification  for  Department  of  the  Air  Force.  Military 
Personnel. 

(The  information  referred  to  follows :) 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase 

Program  by  activities: 

Direct  obligations: 

1.  Pav  and  allowances 

2.  Subsistence  in  kind  _ _ 

3.  Movements,  permanent  change  of  station 

4.  Other  costs  . . . - 

Total  direct  obligations  - _ _ 

Reimbursable  obligations: 

1 Pav  and  allowances 

S3. 522, 121.000 
133. 250. 000 
262.  705, 000 
4.  097. 000 

S3.  549,  661, 000 
133. 250. 000 
262.  705, 000 
5.285.000 

+S27, 540,  000 
+288,000 

3.  923. 073.  000 

3.  950.  901.  000 

+27,  828, 000 

4.400.000 
23,  000,000 

325.000 

225.000 

4.  400.000 
23. 000,000 

325.000 

225.000 

‘ 

— 

2.  Subsistence  in  kind--  ... 

3.  Movements,  permanent  change  of  station 

4.  Other  costs. . _ - 

Total  reimbursable  obligations 

27,  950. 000 

27, 950,  000 

Total  obligations 

3, 951.  023.  000 

-3.  978. 851, 000 

+27, 828. 000 

Financing: 

Advances  and  reimbursements  from — 

Other  accounts  . _ 

-11.930.000 
-16. 020, 000 

-11. 930.000 
-16,020,000 

Xon-Federal  sources  (123  Stat.  108) _ 

New  obligational  authoritv  

3.  923. 073, 000 

3.  950.  901.  000 

+27, 828,  000 
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Object  classification 


Direct  obligations: 

01  Personal  services:  Military 

02  Travel 

03  Transportation  of  things 

05  Rents  and  utility  services 

07  Other  contractual  services 

os  Supplies  and  materials 

10  Lands  and  structures 

11  Grants,  subsidies,  and  contributions 

12  Pensions,  annuities,  and  insurance  claims. 

14  Interest 

15  Taxes  and  assessments 

Total  direct  obligations 

Reimbursable  obligations: 

01  Personal  services:  Military 

02  Travel 

08  Supplies  and  materials 

Total  reimbursable  obligations. 

Total  obligations 


Presently 

available 

Revised 

estimate 

Increase 

$3,  425,  422,  000 
183,  790,  000 
52,  606,  000 
33,  625,  000 
32,  559,  000 
133,  250,  000 
10,  336,  000 
19,  000 
4,  312,  000 
666,  000 
46,  482,  000 

$3,  449,  361, 000 
183,  796, 000 
52,  606, 000 
33,  625,  000 
32,  559,  000 
133,  250,  000 
10,  336,  000 
19,  000 
4,  600,  000 
666,  000 
50,  083,  000 

+$23, 939, 000 

+288, 000 

+3,  601,  000 

3,  923,  073,  000 

3,  950,  901,  000 

+27,  828, 000 

4,  400,  000 
550,  000 
23,  000,  000 

4,  400, 000 
550,  000 
23,  000,  000 

27,  950,  000 

27,  950,  000 

3,  951,  023,  000 

3,  978,  851,  000 

+27,  828,  000 

PREPARED  STATEMENT 

Senator  Chavez.  We  will  now  hear  from  the  Department  of  the 
Air  Force. 

General  Friedman.  Thank  you,  Mr.  Chairman. 

If  it  pleases  the  committee,  I would  propose  that  I give  an  opening 
statement  covering  the  request  for  supplementals  and  reclama  of 
House  actions  for  both  the  military  personnel  and  O.  & M.  appropri- 
ations, and  then  to  cover  military  personnel  in  more  detail  we  have 
with  us  General  Nazzaro,  Director  of  Personnel  Planning,  Deputy 
Chief  of  Staff,  Personnel,  Headquarters,  U.S.  Air  Force,  and  to  cover 
the  O.  & M.  we  have  Colonel  Fletcher,  Deputy  Director  of  Budget, 
Headquarters,  U.S.  Air  Force. 

Senator  Chavez.  All  right. 

(The  statement  referred  to  follows :) 


Statement  of  Brig.  Gen.  Robert  J.  Friedman,  Director  of  Budget, 

Headquarters,  U.S.  Air  Force 

Mr.  Chairman  and  members  of  the  committee,  I appreciate  this  opportunity  to 
introduce  for  your  consideration  the  Air  Force  requirements  for  fiscal  year  1959 
supplemental  appropriations.  In  so  doing,  I request  your  favorable  action  in 
this  regard  as  a positive  step  toward  assisting  us  in  maintaining  our  current 
objectives. 

MILITARY  PERSONNEL 

Title  I of  the  pending  bill,  H.R.  5916,  provides  $18,728,000  for  “Military  per- 
sonnel, Air  Force,”  for  the  current  year.  This  is  $9,100,000  less  than  requested 
by  the  Air  Force  and  submitted  by  the  President  as  a supplemental  request.  We 
have  submitted  a reclama  statement  to  this  committee  requesting  full  restoration. 

As  the  committee  is  aware,  our  estimate  for  military  personnel  costs  each 
year  essentially  is  a function  of  an  approved  strength,  a series  of  factors,  based 
upon  past  experience,  which  apply  to  the  whole  or  specific  parts  of  the  approved 
strength,  as  well  as  to  its  deployment.  As  such,  the  composite  estimate  only 
approximates  actual  requirements.  It  is,  however,  quite  susceptible  to  consid- 
erable variation  dollarwise.  Such  variations  inevitably  derive  from  changes  in 
strength  or  in  the  composition  of  the  strength,  changes  in  any  of  the  many 
computational  factors,  or  changes  in  prices. 
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Significant  variations  have  occurred  this  year.  It  was  necessary,  and  we  were 
authorized  to  retain  higher  strengths  during  the  Lebanon  and  Taiwan  crises 
than  would  otherwise  have  been  the  case.  The  commuted  ration  rate  for  en- 
listed personnel  went  up.  Higher  dependency  and  years  of  service  by  grade 
factors  were  experienced  than  were  forecast.  Finally,  additional  costs  resulted 
from  the  Social  Security  Amendments  of  1958. 

The  House  did  not  approve  the  $6  million  cost  of  overstrength  during  the  two 
crises  I referred  to,  nor  the  $3,100,000  cost  of  the  increase  in  the  commuted 
ration  rate. 

We  know  of  no  way  by  which  we  can  absorb  the  House  reductions  this  late 
in  the  fiscal  year  without  disruption  to  the  orderly  furtherance  of  approved 
programs.  In  fact,  it  is  not  inconceivable,  due  to  the  nature  of  this  appropria- 
tion, that  there  could  still  be  a deficiency  even  after  appropriation  of  the  full 
amount  requested.  We  have  estimated  our  requirement  that  closely. 

I urge,  therefore,  that  this  committee  approve  the  full  $27,828,000  initially 
requested  as  a military  personnel  supplemental  appropriation. 

INCREASED  PAY  COSTS 

In  title  II  of  the  pending  bill,  provision  is  made  for  increased  costs  resulting 
from  civilian  pay  raise  legislation  enacted  by  the  last  Congress  last  year. 

After  all  effort  had  been  made  to  absorb  these  increases,  as  well  as  many  other 
unbudgeted  increases  in  costs,  supplemental  estimates  were  submitted  for  the 
Air  Force  in  the  amounts  of  $69  million  for  operation  and  maintenance,  $9,810,000 
for  research  and  development,  and  $2,162,000  for  Air  National  Guard. 

The  House  reduced  each  of  the  amounts  by  a flat  10  percent  in  acting  on 
H.R.  5916,  perhaps  because  of  its  concern  over  the  upward  trend  in  Government 
employment  generally.  As  another  witness  will  explain,  the  Air  Force  has  not 
contributed  to  that  trend. 

The  House-approved  decreases  of  $981,000  in  research  and  development  and 
$216,200  in  Air  National  Guard  can  be  accommodated  without  critical  conse- 
quences. Therefore,  we  have  not  appealed  those  reductions. 

In  the  case  of  operation  and  maintenance,  we  have  planned  and  programed 
up  to  this  point  in  time  on  the  assumption  that  costs  associated  with  the  increased 
pay  costs  need  not  be  absorbed,  but  would  be  forthcoming  in  a supplemental 
appropriation.  For  all  practical  purposes,  we  are  now  past  the  “point  of  no 
return”  as  far  as  concerns  recasting  our  plans  and  programs  to  accommodate 
to  decreased  funding  in  this  appropriation. 

I believe  it  significant  that  your  committee  note  that  the  Air  Force  has  not 
requested  supplemental  amounts  covering  additional  costs  derived  from  opera- 
tions in  support  of  the  Lebanon  and  Taiwan  emergencies.  The  net  additive 
amounts  absorbed  for  such  purpose  was  approximately  $39  million.  In  addi- 
tion, we  have  had  to  accommodate  to  wage  board  increases  of  an  almost  equal 
amount.  These,  as  well  as  other  items  which  will  be  brought  out  by  subsequent 
witnesses,  we  have  accommodated  throughout  this  fiscal  year.  There  are  other 
increased  costs  of  a high  priority  nature  which  I will,  if  you  deem  it  necessary, 
discuss  off  the  record.  It  is  for  these  reasons  that  we  reclama  the  House  re- 
ductions and  urge  that  your  committee  approve  the  full  $69  million  supplemental 
estimate  for  operation  and  maintenance. 

General  Nazzaro  will  now  discuss  the  military  personnel  situation  in  more 
detail.  Mr.  Lanman,  Department  of  Defense  Assistant  General  Counsel,  will 
discuss  the  section  615  amendment,  after  which  Colonel  Fletcher  will  present 
operation  and  maintenance  more  fully. 

REASON  FOR  HOUSE  REDUCTIONS 

Senator  Chavez.  As  long  as  you  are  doing  all  that,  suppose  you  tell 
us  why  the  Plouse  cut  you  clown  $9  million. 

General  Friedman.  Generally  the  House  was,  in  the  instance  of  the 
military  personnel  appropriation,  silent  as  to  the  specific  reasons  for 
the  reduction.  The  amounts  refused  by  the  House  were  in  two  parts : 
The  first  $6  million  associated  with  additional  pay  costs  accruing 
from  an  additional  2,000  military  man-years,  due  to  the  Lebanon  and 
Taiwan  situation,  and,  secondly,  $3.1  million  associated  with  the  cost 
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increase,  for  the  commuted  ration  allowance — an  increase  approved  by 
the  office  of  Secretary  of  Defense  from  $1.10  to  $1.15  per  day. 

I think,  in  part,  the  action  by  the  House,  particularly  as  regards  the 
commuted  ration  allowance,  was  the  result  of  failure  on  our  part  to> 
clearly  delineate  to  the  House  committee  that  we  were  discussing  com- 
muted rations  or  subsistence  allowances  rather  than  the  cost  of  ra- 
tions served  in  our  dining  halls.  This  type  of  allowance  is  authorized 
to  airmen  who  are  permitted  to  mess  separately. 

HOUSE  COMMENT 

Senator  Chavez.  They  have  this  to  say  in  the  report : 

The  original  appropriation  for  military  personnel  of  the  Air  Force  was 
$3,923,073,000.  The  committee  has  considered  a supplemental  estimate  of 
$27,828,000.  Appropriation  of  $18,728,000  is  recommended  which  includes 
$15,127,000  to  cover  an  increased  cost  for  higher  dependency  and  years  of  service 
by  grade  factors  over  earlier  estimates  and  $3,601,000  for  additional  cost  gener- 
ated by  social  security  amendments. 

What  do  you  say  to  that? 

General  Nazzaro.  Mr.  Chairman,  our  supplemental  request  would 
have  been  closer  to  $41  million. 

We  made  up  approximately  $12.8  million  by  actions  we  took  in  order 
to  cut  down  the  cost  of  the  personnel  program.  We  went  so  far  as  to 
do  the  following : 

We  reduced  our  procurement  of  prior-service  personnel  from  14,000 
to  8,700. 

Our  procurement  of  non-prior-service  airmen  was  rephased  to  a 
later  date  and  reduced  to  the  minimum  consistent  with  meeting 
strength  ob j ectives  so  that  it  would  cost  less  money. 

Our  WAF  procurement  was  reduced. 

Our  warrant  officer  procurement  was  completely  canceled.  The  re- 
call and  direct  appointment  of  commissioned  officers  was  delayed. 

Approximately  34,000  noncareer  airmen  whose  enlistment  contracts 
expire  in  fiscal  year  1959  are  being  released  up  to  4 months  before  their 
normal  date  of  separation  in  order  to  save  money. 

Officers  who  have  indicated  that  they  would  separate  from  the  serv- 
ice upon  completion  of  their  minimum  service  contracts  in  fiscal  year 
1959,  are  now  being  released  as  soon  as  possible  prior  to  their  normal 
separation  date. 

The  voluntary  extension  of  oversea  tours  of  duty  have  been  encour- 
aged for  all  personnel.  We  have  even  authorized  tours  overseas  in  ex- 
cess of  4 years.  By  taking  these  actions  we  have  saved  approximately 
$12.8  million. 

We  still  are  short  about  $27.8  million  to  carry  out  our  personnel 
program. 

Senator  Ellender.  That  is  out  of  an  appropriation  of  almost  $4 
billion  ? 

General  ^Iazzaro.  Yes,  sir ; that  is  true. 

COST  FACTORS 

However,  some  of  the  estimates  we  made  as  regards  cost  factors  were 
too  low.  As  time  went  on  we  found  out  that  the  stability  characteris- 
tics of  the  force  were  changing  just  as  was  brought  out  by  the  Army 
and  the  Y avy  this  morning. 
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As  an  example,  11.6  percent  of  the  airmen  in  the  grade  of  first 
class  had  three  or  more  dependents  at  the  time  the  initial  1959  mili- 
tary personnel  budget  was  computed.  In  comparison  to  this,  the 
latest  sample  survey  shows  that  this  percentage  has  increased  to  over 
17  percent. 

I might  add,  this  dependency  factor  directly  affects  the  quarters 
allowance  entitlement  of  military  personnel.  Translated  to  dollars, 
this  allowance  for  all  airmen  has  increased  from  an  average  of  $470 
per  year  as  contained  in  the  initial  budget  estimate,  to  $562  per  year, 
based  on  data  available  at  the  time  this  supplemental  was  computed. 

Another  illustration:  At  the  time  of  the  initial  fiscal  year  1959 
budget  estimate,  9.5  percent  of  the  airmen  first  class  had  between  6 
and  8 years  of  total  service.  At  the  time  of  this  supplemental  esti- 
mate 21  percent  of  this  group  had  between  6 and  8 years  of  service. 
This  is  a direct  result  of  the  pay  increases. 

Senator  Ellender.  You  mean  to  say  that  the  amount  necessary  to 
take  care  of  them,  increased? 

INCREASED  LONGEVITY 

General  Nazzaro.  Sir,  as  a result  of  this  increased  longevity,  the 
average  yearly  base  pay  for  all  airmen  increased  over  this  period 
from  $1,984  to  $2,061. 

Senator  Ellender.  Could  that  not  have  been  foreseen  ? 

General  Nazzaro.  No,  sir;  had  we  foreseen  that  we  would  come  in 
with  a larger  initial  request. 

EFFECT  OF  DISALLOWANCE 

Senator  Pastore.  General,  what  happens  if  you  do  not  get  the 
$9,100,000? 

General  Nazzaro.  Sir,  I have  indicated  we  have  taken  action  to 
try  to  reduce  our  supplemental  request.  At  this  point  in  time,  if  we 
do  not  get  the  full  supplemental,  I fear  that  we  will  be  operating  on  a 
deficiency  basis. 

(The  Statement  referred  to  follows :) 

Statement  of  Maj.  Gen.  Joseph  J.  Nazzaro,  Director  of  Personnel  Planning, 

Headquarters,  USAF 

Mr.  Chairman  and  members  of  the  committee,  my  purpose  in  appearing  before 
you  today  is  to  present  for  your  consideration  the  reason  which  made  it  neces- 
sary to  request  a supplemental  appropriation  for  the  fiscal  year  1959  military 
personnel  program  as  provided  in  House  Document  58.  In  this  brief  review, 

I will  summarize  the  new  and  unforeseen  developments,  which  had  a direct 
impact  on  the  military  personnel  costs  for  fiscal  year  1959.  These  developments 
included  new  legislation  enacted  subsequent  to  the  passage  of  the  Appropriation 
Act  of  fiscal  year  1959  (Public  Law  85-724).  As  indicated  in  the  green  sheets 
before  you,  the  funds  initially  made  available  in  the  fiscal  year  1959  “Military 
personnel”  appropriation  totaled  $3,923,073,000.  The  revised  fund  requirements 
are  now  estimated  at  $3, 950, 901, 000,  or  an  increase  of  $27,828,000,  which  is  the 
amount  included  in  this  supplemental  request. 

NEW  DEVELOPMENTS  INCREASING  FISCAL  YEAR  1959  MILITARY  PERSONNEL  COSTS 

The  following  developments  increased  costs  to  the  “Military  personnel”  appro- 
priation necessitating  this  request  for  supplemental  funds : First,  the  Air  Force 
was  authorized  to  maintain  manpower  strength  to  assure  mission  capability 
during  the  international  crises  in  the  Middle  East  and  the  Far  East.  Conse- 

39S32— 50 30 


4G4  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 

quently,  early  release  of  military  personnel  as  initially  planned  in  the  fiscal 
year  1959  program  was  suspended.  The  resulting  overstrength  amounted  to  an 
unprogramed  2,000  man-years  at  a cost  of  $0  million. 

The  second  development  was  the  Social  Security  Amendment  of  1958  (Public 
Law  85-840 ) enacted  subsequent  to  the  Appropriation  Act  for  fiscal  year  1959 
(Public  Law  85-724).  This  amendment  increased  the  contributions  for  social 
security  of  Air  Force  military  personnel  effective  January  1,  1959.  This  greater 
social  security  contribution  increased  military  personnel  costs  in  fiscal  year  1959 
by  $3,001,000. 

Thirdly,  in  accordance  with  section  617  of  Public  Law  179,  83d  Congress,  the 
Secretary  of  Defense  authorized  an  increase  in  the  commuted  rations  rate  for 
airmen  from  $1.10  to  $1.15  per  day,  effective  January  1,  1959.  This  5-cent-per- 
day  increase  is  estimated  to  raise  fiscal  year  1959  military  personnel  costs  by 
$3,100,000. 

Finally,  there  have  been  significant  increases  in  the  dependency  and  longevity 
factors  directly  affecting  the  pay  and  allowances  of  military  personnel.  For 
example,  the  number  of  military  personnel  who  are  married  and  the  average 
size  of  their  families  has  risen  sharply  in  the  last  18  months.  To  illustrate, 
11.6  percent  of  the  airmen  in  the  grade  of  first  class  had  three  or  more  depend- 
ents at  the  time  the  initial  fiscal  year  1959  military  personnel  budget  was  com- 
puted. In  comparison  to  this,  the  latest  sample  survey  shows  this  group  has 
increased  to  17.1  percent.  This  dependency  factor  directly  affects  the  quarters 
allowance  entitlement  of  military  personnel.  Translated  to  dollar  terms,  this 
allowance  for  all  airmen  has  increased  from  an  average  of  $474  per  year,  as 
contained  in  the  initial  budget  estimate,  to  $562  per  year  based  on  data  avail- 
able at  the  time  this  supplemental  request  was  computed. 

Another  example  illustrates  the  cost  impact  of  the  increase  in  average 
longevity.  Again,  I refer  to  airmen  in  the  grade  of  first  class.  At  the  time 
of  the  initial  fiscal  year  1959  budget  estimate,  9.5  percent  of  this  group  had 
between  6 and  8 years  of  total  service.  At  the  time  of  this  supplemental  esti- 
mate, 21  percent  of  this  group  have  between  6 and  8 years  of  service.  As  a 
result  of  this  increased  longevity  factor,  the  average  yearly  base  pay  for  all 
airmen  increased  over  this  period  from  $1,984  to  $2,061. 

The  combined  effect  of  these  higher  dependency  and  longevity  factors  for 
airmen  and  officers  results  in  an  increased  cost  of  $15,127,000  for  the  pay  and 
allowances  of  military  personnel  in  fiscal  year  1959. 

REPROGRAMING  ACTIONS  FOR  THE  FISCAL  YEAR  1959  MILITARY  PERSONNEL  PROGRAM 

Because  of  the  increased  fund  requirements,  resulting  from  the  new  and 
unforeseen  developments  just  discussed,  the  Air  Force  has  carefully  evaluated 
and  implemented  all  feasible  economy  actions  it  can  take  to  decrease  personnel 
costs. 

After  making  these  adjustments,  there  is  a net  requirement  for  supplemental 
funds  of  $27,828,000  to  finance  the  fiscal  year  1959  military  personnel  program 
now  estimated  at  $3,950,901,000. 

This  $27,828,000  represents  the  net  deficiency  remaining,  notwithstanding 
all  of  the  economy  actions  which  the  Air  Force  can  take  to  reduce  military 
personnel  costs  in  fiscal  year  1959. 

The  House  has  approved  only  $18,728,000  for  this  supplemental  request,  a 
reduction  of  $9,100,000.  A reclama  for  the  restoration  of  the  full  amount  in 
lids  supplemental  request  has  been  forwarded  to  your  committee  for  considera- 
tion. There  were  two  items  deleted  by  the  House  action.  The  first  was  for 
the  increased  man-year  cost  resulting  from  the  international  crises  in  the  Middle 
East  and  the  Far  East.  As  mentioned  earlier  in  this  statement,  in  order  to 
maintain  mission  capability  during  these  crises,  the  Air  Force  was  authorized 
to  retain  maximum  strength.  This  resulted  in  the  suspension  of  our  program 
to  early  release  airmen,  an  action  which  was  necessary  to  remain  within  fund 
availability  in  the  normal  program  for  fiscal  year  1959.  Consequently,  an  over- 
strength of  about  2,000  man-years,  costing  an  additional  $6  million  had  to  be 
provided  in  the  fiscal  year  1959  funding.  The  second  item  deleted  by  the  House 
was  the  increased  cost  of  the  commuted  ration  allowance  for  airmen  amounting 
to  $3,100,000.  This  increase  from  $1.10  to  $1.15  was  authorized  based  on  the 
increased  subsistence  cost  experienced  in  calendar  year  1958.  Since  budgeting 
procedure  restricts  the  basis  for  requesting  funds  to  existing  price  levels,  this 
additional  sum  for  airmen  commuted  ration  allowance  was  not  included  in  the 
original  military  personnel  budget  estimate. 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  19  59  465 

The  high  expenditure  rates  now  reported  for  military  personnel  costs  confirm 
the  critical  need  for  additional  funds.  In  order  to  finance  the  mandatory  en- 
titlements of  the  reduced  military  personnel  program  for  fiscal  year  1959,  as 
adjusted  by  all  feasible  economy  actions,  it  is  essential,  as  indicated  in  our 
reclama  statement,  that  the  Air  Force  obtain  the  full  amount  of  $27,828,000  in 
this  supplemental  request. 

INCREASE  IN  PERSONNEL  COST 

Senator  Saltoxstall.  General  Friedman,  take  page  3 of  your  state- 
ment. I do  not  understand  the  third  paragraph  on  that  page. 

You  are  not  asking  for  any  of  that  money,  are  you?  All  you  are 
asking  for  is  $9,100,000. 

General  Friedman.  In  the  military  personnel  appropriation,  that  is 
correct,  sir. 

Did  you  say  the  third  paragraph,  sir  ? 

Senator  Saltoxstall.  The  third  paragraph  on  page  3. 

Now,  I am  looking  over  the  House  report  which  I have  been  trying 
to  follow.  I do  not  see  any  request  or  anything  concerning  that.  I 
see,  it  is  under  title  II. 

General  Friedman.  That  is  correct. 

Senator  Saltoxstall.  That  is  further  increase  in  personnel  cost? 

General  Friedman.  That  is  right  under  title  II.  General  Nazzaro 
is  speaking  of  title  I,  which  has  to  do  with  the  request  of  some  $28 
million  for  the  military  personnel  appropriation,  sir. 

Senator  Saltoxstall.  So  in  substance  you  are  asking  for  some  $16 
million  more,  all  told,  $9  million  under  title  I and  $6.9  million  under 
title  II. 

General  Friedman.  That  is  correct,  sir. 

Senator  Saltonstall.  You  are  not  asking  for  any  research  and 
development  money  or  Air  National  Guard  money  ? 

General  Friedman.  That  is  correct.  We  are  not  making  reclama 
on  those  amounts. 

POSSIBILITY  OF  LAYOFF  OF  EMPLOYEES 

Senator  Saltoxstall.  May  I ask  one  more  question : 

If  you  do  not  get  this  money,  how  many  people  will  you  have  to  let 
go  on  the  payrolls  between  now  and  June? 

General  Friedman.  As  I recall  in  the  operation  and  maintenance 
area  this  would  mean  approximately  11,000  civilian  personnel  would 
have  to  be  taken  off  the  payroll  immediately  if  the  House  reduction 
were  to  be  accommodated  in  this  manner. 

Senator  Saltonstall.  So  you  would  have  the  problem  of  separation 

pay. 

General  Friedman.  That  is  correct,  sir. 

However,  the  Air  Force  does  not  propose  to  make  up  the  deficiency 
in  the  ‘‘Operation  and  maintenance”  appropriation  in  that  manner. 
This  example  serves  to  illustrate  the  magnitude  of  the  reduction  in 
personnel  if  we  were  to  absorb  the  cut  in  this  way.  Such  a mass  re- 
arrangement of  our  civilian  personnel  would  cause  extensive  dis- 
ruption of  our  programs. 

What  we  would  do  is  defer  our  day-to-day  maintenance  and  per- 
haps go  slower  on  the  purchase  of  supplies  and  slow  other  program 
elements  in  general.  These  actions  would  generate  added  costs  in 
the  long  run,  however. 
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I lie  Air  Force  operated  the  “ Operation  and  maintenance”  appro- 
priation this  year  under  the  assumption  that  the  Congress  would  ap- 
propriate a supplemental  amount  to  cover  the  classified  pay  increase 
to  the  extent  approved  by  the  Office  of  the  Secretary  of  Defense 
and  the  Bureau  of  the  Budget. 

A cut  of  $6.9  million  this  late  in  the  year  can  only  cause  a general 
disruption  to  our  program. 

Admittedly,  we  are  talking  about  a very  large  appropriation.  We 
would  attempt  to  absorb  this  reduction  in  the  lowest  priority  areas 
naturally. 

SEPARATION  PAY 

Senator  Chavez.  But  if  you  were  to  separate  11,000  persons  from 
the  Air  Force,  you  would  not  have  to  give  them  their  separation  pay, 
would  you?  What  would  be  the  estimate  in  general  of  the  cost  of 
separation  in  comparison  to  allowing  the  supplemental  request  ? 

General  Friedman.  The  layoff  of  11,000  civilian  personnel  would 
be  necessary  to  compensate  for  the  $6.9  million  because  of  all  elements 
of  pay  including  terminal  leave'. 

We  would  not  have  to  go  that  deep  if  we  were  not  concerned  with 
the  terminal  leave  cost  accrued  to  the  civilian  personnel. 

Senator  Chavez.  What  would  that  be  ? 

General  Friedman.  I can  give  you  an  estimate  on  that.  We  can’t 
tell  exactly  what  people  would  get  laid  off,  but  presumably  before 
the  bumping  action  is  over  we  would  get  to  the  people  with  the  least 
service  who  would  actually  be  laid  off.  We  could  say  that  we  are 
talking  about  a $4,000  average  annual  salary  as  a guesstimate. 

The  terminal  leave  cost  would  be  approximately  $2,640,000. 

Senator  Ellender.  General,  with  respect  to  the  restoration  of  the 
item  that  we  have  been  talking  about,  the  total  appropriation  for  1959 
was  $4,053  million. 

General  Friedman.  That  is  correct,  sir  for  the  “Operation  and 
maintenance”  appropriation. 

Senator  Ellender.  I notice  that  as  to  three  or  four  categories,  you 
have  agreed  to  take  the  10  percent  cut  made  by  the  House. 

General  Friedman.  That  is  correct. 

REDUCTION  IN  RESEARCH 

Senator  Ellender.  F or  instance,  in  research  you  took  a cut  amount- 
ing to  $981,000.  Why  were  you  able  to  do  that  in  such  an  important 
part  of  the  program  ? 

General  Friedman.  Sir,  one  of  the  reasons  we  can  do  this  in  the 
“Research  and  development”  appropriation  is  because  we  are  talking 
about  a no-year  appropriation,  whereas  our  “Operation  and  mainte- 
nance” is  an  annual  account.  In  research  and  development  we  have  a 
great  deal  more  of  contracting — long-term  contracts  where  we  can 
either  adjust  our  contracts  or  take  other  actions  to  roll  with  a cut 
of  $981,000  out  of  an  appropriation  of  some  $743  million. 

Conversely,  in  the  “Operation  and  maintenance”  appropriation  we 
are  talking  about  a 1-year  appropriation;  we  are  talking  about  an  ap- 
propriation with  large  elements  of  fixed  costs  Such  as  the  operation 
of  our  aircraft,  the  actual  day-to-day  operation  of  our  bases,  and  this 
type  of  thing. 
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The  lack  of  flexibility  this  late  in  the  year  makes  it  rather  difficult  to 
take  the  cut  in  an  annual  appropriation,  particularly  when  it  is  mar- 
ginal at  the  outset. 

What  the  Air  Force  has  done  here  is  review  the  action  taken  by  the 
House  and  in  those  areas  where  we  felt  we  could  reasonably  absorb 
the  reductions,  we  have  done  so. 

RESEARGH  AND  DEVELOPMENT  FUNDS 

Senator  Ellender.  What  was  the  amount  appropriated  for  the 
current  fiscal  year  for  research  and  development  ? 

General  Friedman.  $743  million,  sir. 

Senator  Ellender.  And  you  required  $9,800,000  more  ? 

General  Friedman.  That  is  correct,  sir. 

Senator  Ellender.  What  caused  that? 

General  Friedman.  The  $9.8  million  was  associated  with  the  civil- 
ian pay  increase  entirely. 

CRISES  IN  LEBANON  AND  TAIWAN 

Senator  Ellender.  General,  the  main  reason  advanced  for  most 
of  these  restoration  has  been  the  crises  in  Lebanon  and  Taiwan;  is 
that  correct  ? 

General  Friedman.  That  has  been  true  for  the  other  services,  sir. 

I should  like  to  speak  to  that  however,  for  the  Air  Force,  if  I may, 
because  that  is  not  the  situation  in  our  case,  except  for  military  pay — 
$6  million. 

Senator  Ellender.  Now,  to  what  extent  did  Taiwan  and  Lebanon 
increase  your  burden  ? 

General  Friedman.  Sir,  I would  like  to  talk  to  that  in  two  parts. 
First,  to  the  O.  & M.  appropriation. 

The  net  increased  cost  to  the  Air  Force  related  to  Taiwan  and  Leba- 
non was  $39  million.  We  are  not  requesting  supplemental  appropria- 
tions to  cover  this  cost. 

The  Air  Force  has  taken  the  position  that  our  primary  job  is  to  meet 
these  emergencies;  that  this  is  a first  priority  mission  and  it  will  be 
funded  before  anything  else  is  funded. 

INCREASED  CIVILIAN  PAY 

We  have  operated  this  year — as  always — on  the  basis  that  we  would 
absorb  additional  items  which  have  arisen,  under  a basic  assumption 
that  we  would  get  supplemental  appropriations  covering  the  increased 
civilian  pay,  as  passed  and  authorized  by  the  Congress. 

Senator  Ellender.  What  did  that  figure  amount  to  ? 

General  Friedman.  Taiwan  and  Lebanon  came  to  $39  million  in 
the  O.  and  M.  appropriations. 

Senator  Ellender.  $39  million? 

General  Freedman.  That  is  correct. 

Senator  Ellender.  How  were  you  able  to  absorb  the  $39  million  ad- 
ditional that  you  spent  because  of  the  Taiwan  and  Mideast  crises  ? 
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DEFERMENT  OF  LOW  PRIORITY  WORK 

General  Friedman.  Sir,  we  deferred  the  lowest  priority  work  that 
we  could  find  and  scrubbed  it  out.  In  other  words,  if  a building  was 
intended  to  be  painted — and  I can  only  give  you  this  in  terms  of  ex- 
amples because  we  are  talking  about  some  255  bases  and  many,  many 
activities  in  the  O.  and  M.  appropriation — these  types  of  items  were  de- 
ferred in  order  to  support  the  increased  cost  accruing  from  the  emer- 
gency operations. 

Senator  Ellender.  How  were  you  involved  in  this? 

General  Friedman.  Well,  sir,  we  had  some  rather  significant  in- 
creases in  costs  in  getting  the  Strategic  Air  Command  ready  in  this 
country  as  a backup  to  the  local  forces  overseas. 

The  Air  Force  also  sent  Tactical  Air  Force  units  and  Military  Air 
Transport  aircraft  to  Europe  and  Turkey  as  a backup  in  that  area. 
Similarly,  we  sent  Tactical  Air  Force  units  to  Formosa.  In  addition, 
we  sent  an  Air  Defense  unit  to  Formosa  and  redeployed  units  from  the 
F ar  East  Air  Forces  as  backup  in  that  particluar  area. 

QUEMOY  SITUATION 

Senator  Ellender.  You  mean  because  of  the  Quemoy  situation? 

General  Friedman.  That  is  correct,  sir. 

Now,  other  additional  costs  accruing  to  the  Air  Force  in  this  regard 
were  increased  transportation  costs — movement  of  materials  to  those 
areas  to  insure  proper  backup  in  the  event  the  emergency  spread. 

Senator  Ellender.  Are  those  items  included  in  the  $39  million? 

General  Friedman.  All  those  items  are  included  in  the  $39  million. 

Senator  Ellender.  So  that  the  entire  amount  of  increase  due  to 
Taiwan  and  Lebanon  crises  was  $39  million  ? 

General  Friedman.  I should  correct  that  statement,  Senator  El- 
lender. 

The  total  cost  to  the  Air  Force  for  the  two  situations  was  $56  mil- 
lion in  the  O.  and  M.  appropriation.  However,  as  I stated  previously, 
the  net  increase  to  us  was  $39  million.  I might  explain  the  difference. 

Senator  Ellender.  Will  you  explain  that  ? 

General  Friedman.  Yes,  sir. 

Senator  Ellender.  If  it  cost  you  $56  million  I imagine  you  paid 
that  much. 

General  Frtedman.  That  is  correct,  sir.  However,  there  were  sav- 
ings accruing  by  an  offset  in  the  flying  operations  of  the  Strategic  Air 
Command.  Normally  in  a situation  like  this  we  stop  our  day-to-day 
flying  and  we  set  our  forces  down  to  make  sure  that  they  are  peaked 
to  maximum  readiness. 

Senator  Ellender.  What  you  are  saying  is  that  your  airmen  must 
fly  so  many  hours  per  week  and  you  merely  utilized  the  money  you 
would  pay  for  that  purpose  to  carry  on  in  Taiwan  and  Lebanon. 

General  Friedman.  That  is  correct,  sir;  to  help  peak  the  forces  to 
instant  combat  readiness. 

ASSISTANCE  FROM  ALLIES 

Senator  Ellender.  General,  to  your  knowledge,  to  what  extent  did 
our  so-called  allies  help  us  in  Taiwan  ? 
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General  Friedman.  Sir,  I think  the  Chinese  Nationalist  Air  Force 
made  a very  good  account  of  themselves. 

Senator  Ellender.  Yes,  but  we  maintain  those  forces.  I am  talk- 
ing about  others.  Do  you  know? 

General  Friedman.  I don’t  know  the  amount  of  their  expenses, 
Senator  Ellender,  but  I do  know  that  the  British  were  involved  in 
Jordan. 

Senator  Ellender.  There  was  a good  reason  for  that. 

General  Friedman.  And  I know  they  did  provide  for  airlift  of  fuel 
and  oil  in  those  areas. 

Senator  Ellender.  For  their  own  forces? 

General  Friedman.  For  the  NATO  forces,  sir. 

Senator  Chavez.  Did  they  provide  anything  for  Lebanon? 

General  Friedman.  To  my  knowledge,  not  directly,  sir. 

Senator  Chavez.  Did  they  provide  anything  for  Taiwan? 

General  Friedman.  No,  sir;  not  direct  financing  of  any  costs  accru- 
ing to  us. 

Senator  Chavez.  Well,  as  a matter  of  fact,  our  Air  Force  did  all  of 
the  work  at  Taiwan,  and  did  all  of  the  work  at  Lebanon;  is  that  not 
correct  ? 

General  Friedman.  Sir,  I would  say  the  air-to-air  combat  in  the 
Far  East  was  conducted  by  the  Chinese  nationalists — not  by  ourselves. 

Senator  Chavez.  Yes,  but  we  were  the  ones  who  supplied  them  with 
the  planes  and  the  gasoline. 

General  Friedman.  You  are  correct,  sir,  through  the  military  assist- 
ance program. 

Senator  Ellender.  So  when  you  say  the  nationalists  you  are  talk- 
ing about  forces  that  we  ourselves  provide  ? 

General  Friedman.  Materiel,  sir. 

Senator  Ellender.  Is  it  a mere  chance  happening  that  the  $39  mil- 
lion you  say  you  were  able  to  absorb,  happens  to  be  the  same  as  the 
$39  million  of  increased  pay. 

General  Friedman.  Sir,  if  I may  clarify  that,  by  reprograming  we 
absorbed  the  $39  million  associated  with  the  emergencies. 

Again  I want  to  make  it  clear  I am  only  talking  in  the  O.  & M. 
appropriation. 

Senator  Ellender.  I understand. 

General  Friedman.  What  the  Air  Force  is  requesting  here  and  re- 
quested of  the  House,  is  $69  million  to  cover  the  costs  associated  with 
the  civilian  pay  increase. 

HOUSE  REDUCTION 

The  House  has  taken  a 10  percent  reduction  against  that.  We  are 
requesting  this  committee  for  restoration  of  $6.9  million  reduced  by 
the  House. 

Now  if  I may,  sir,  in  rounding  out  the  cost  of  the  Middle  East,  Far 
East,  go  back  to  title  I.  In  the  military  personnel  appropriation  we 
did  sustain  additional  costs  in  the  amount  of  $6  million  tied  directly 
to  the  retention  of  military  personnel  connection  with  those  opera- 
tions. These  operations  gave  us  an  additional  2,000  military  man- 
years  which  we  had  not  programed  and  which  will  cost  the  Air  Force 
$6  million. . I would  suggest  if  we  want  more  detail  on  that  General 
Nazzaro  might  pick  up  from  here. 
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Senator  Ellender.  I was  interested  in  finding  out  how  it  happened 
that  the  cost  of  the  Taiwan  and  Lebanon  crises  amounted  to  $39  mil- 
lion, and  the  amount  for  increased  pay  was  the  same  amount. 

General  Friedman.  No,  sir. 

Senator  Ellender.  You  did  not  say  that  awhile  ago  ? 

General  Friedman.  No,  sir. 

Senator  Ellender.  I must  have  misunderstood  you. 

General  Friedman.  If  I did  say  that,  I did  not  mean  to  say  that. 

Senator  Ellender.  I was  curious  to  find  out  how  those  two  amounts 
happened  to  be  the  same,  but  you  say  the  amount  was  $69  million  in- 
stead of  $39  million. 

General  Friedman.  That  is  correct,  sir ; $69  million. 

Senator  Chavez.  Senator  Saltonstall. 

EFFECT  OF  DISALLOWANCE  OF  FUNDS 

Senator  Saltonstall.  General,  if  we  do  not  grant  you  this  $6.9  mil- 
lion and  this  $9.1  million,  what  it  means  is  that  you  will  have  to  take 
it  out  of  the  O.  & M.  ? 

General  Friedman.  The  $6.9  million  we  would.  The  $9.1  million 
would  have  to  come  out  of  the  military  personnel  account. 

Senator  Saltonstall.  If  it  came  out  of  the  military  personnel  ac- 
count it  would  mean  a layoff  of  people,  would  it  not  ? 

General  Nazzaro.  In  the  military  personnel  area,  Senator,  our  pro- 
gram was  to  go  from  871,000  military  personnel  at  the  beginning  of 
the  fiscal  year  to  850,000  by  the  end  of  J une.  We  have  already  reduced 
to  850,000. 

In  order  to  economize  as  much  as  we  can — to  save  any  money — we 
would  have  to  release  personnel.  Such  release  would  cost  additional 
money,  because  of  increased  separation  costs,  including  travel  to  their 
homes. 

In  the  personnel  area,  sir,  if  that  is  not  restored,  I think  we  will  be 
operating  on  a deficiency  basis. 

Senator  Saltonstall.  Let  people  go  ? 

General  Nazzaro.  No,  sir.  It  would  cost  more  money  to  let  people 
go.  There  is  no  way  we  can  save  money  now. 

Senator  Saltonstall.  So  what  would  you  have  to  do  ? 

General  Friedman.  We  would  end  up  deficient. 

Senator  Saltonstall.  If  we  do  not  grant  you  this  ? 

General  Nazzaro.  Yes,  sir;  we  just  don’t  have  enough  money  left 
to  meet  the  obligations.  We  have  been  operating  under  the  assump- 
tion that  Congress  would  approve  a supplemental  amount  to  the  ex- 
tent approved  by  the  office,  Secretary  of  Defense,  and  the  Bureau  of 
the  Budget. 

Senator  Chavez.  In  the  first  place,  would  you  have  to  let  the  11,000 

g°? 

General  Fkiedman.  That  was  in  the  civilian  personnel  area  which  is 
funded  from  the  O.  & M.  appropriation. 

Senator  Chavez.  How  about  the  other  area  ? 

General  Nazzaro.  There  is  no  way  of  saving  more  money  at  this 
late  point  by  letting  military  people  separate. 

Senator  Chavez.  Even  if  you  did  separate  them  it  would  cost  you 
money  ? 
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General  Nazzaro.  Yes,  sir. 

Senator  Saltonstall.  So  the  $6.9  million  would  come  out  of  O.  & M. 
which  would  mean  that  it  would  cut  down  your  airplane  flights,  prac- 
tice flights. 

General  Friedman.  Sir,  we  would  apply  it  to  our  lower  priority 
areas.  We  would  maintain  the  best  readiness  we  could.  We  would 
defer  things  that  should  be  done  now  and  which,  in  the  long  run, 
will  cost  additional  money  in  our  opinion. 

Senator  Saltonstall.  Thank  you,  Mr.  Chairman. 

Senator  Chavez.  Are  there  any  further  questions? 

Do  you  have  a further  statement,  General. 

General  Nazzaro.  No,  sir. 

Operation  and  Maintenance 

STATEMENT  OE  COL.  ROBERT  I.  FLETCHER,  DEPUTY  DIRECTOR  OP 
BUDGET,  HEADQUARTERS,  U.S.  AIR  FORCE 

PREPARED  STATEMENT 

Senator  Chavez.  Operation  and  maintenance,  Department  of  the 
Air  Force. 

Colonel  Fletcher.  Sir,  General  Friedman  has  covered  the  two  ap- 
priations  that  we  are  asking  funds  for  today. 

Senator  Chavez.  According  to  the  figures  we  have  here,  you  request- 
ed $69  million,  the  House  allowed  you  $62.1  million.  So  you  are  ask- 
ing the  difference,  or  $6.9  million. 

Colonel  Fletcher.  That  is  correct,  sir. 

Senator  Chavez.  And  General  Friedman  talked  to  that  point. 

Colonel  Fletcher.  General  Friedman  talked  to  that  point  a few 
minutes  ago. 

(The  statement  referred  to  follows :) 

Statement  of  Col.  Robert  I.  Fletcher,  Deputy  Director  of  Budget, 

Headquarters,  USAF 

CLASSIFIED  CIVILIAN  PAY  INCREASE 

Mr.  Chairman  and  members  of  the  committee:  My  purpose  here  today  is  to 
explain  the  Air  Force  request  for  a supplemental  appropriation  to  cover  the 
increased  costs  of  its  classijfDd  civilian  personnel  resulting  from  the  Federal 
Employees  Salary  Increase  Act  of  1958. 

The  bill  before  you  (H.R.  5916)  will  provide  $72,874,800  in  three  appropriation 
areas  for  the  Air  Force:  “Research  and  development,”  $8,829,000:  “Operation 
and  maintenance,”  $62,100,000 ; and,  “Air  National  Guard,”  $1,945,800.  The 
amounts  proposed  for  Research  and  Development  and  Air  National  Guard  are 
acceptable  to  the  Air  Force. 

OPERATION  AND  MAINTENANCE 

The  House  bill  would  provide  $62,100,000,  for  “Operation  and  maintenance,” 
a reduction  of  $6,900,000,  or  10  percent  below  the  Air  Force  request  of  $69 
million.  The  Air  Force  requests  restoration  of  the  House  reduction. 

While  the  House  committee  report  did  not  give  the  basis  for  the  reduction 
in  the  Air  Force  request,  it  did  express  the  committee’s  concern  over  the  wide- 
spread upward  trend  in  Government  employment.  I would  like  to  point  out 
to  this  committee  that  the  total  permanent  direct  hire  employees  paid  from 
this  appropriation  was  reduced  from  approximately  313,000  in  fiscal  year  1958 
to  about  293,800  in  fiscal  year  1959.  If  the  House  reduction  were  to  be  applied 
against  the  civilian  personnel  force  this  late  in  the  fiscal  year,  it  would  be 
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necessary  to  lay  off  approximately  11,000  additional  employees  with  the  attendant 
dislocation,  relocation  and  retraining  of  a far  greater  number  of  personnel. 
This  action  would  seriously  disrupt  Air  Force  operations  worldwide.  Other 
methods  of  applying  this  reduction  would  be  equally  serious. 

One  of  the  basic  assumptions  in  Air  Force  programing  for  fiscal  year  1959 
has  been  that  additive  requirements  for  the  classified  civilian  employee  pay 
raise  would  be  honored. 

While  the  President's  budget  for  fiscal  year  1959  could  not  and  did  not  include 
provision  in  the  appropriation  accounts  for  the  pay  raise,  in  precise,  individual 
appropriation  amounts  the  budget  did  include  a lump  sum  for  this  purpose  and 
did  propose  that  actual  pay  raise  requirements  would  be  covered  in  a later 
transmission. 

A second  assumption  in  the  Air  Force  programing  has  been  that  it  would  be 
necessary  for  the  Air  Force  to  accommodate,  by  management  actions,  all  other 
net  additive  costs  arising  from  price  changes,  program  changes,  or  changes  in 
activity  levels  which  were  unforeseen  and  therefore  not  provided  for  in  the  fiscal 
year  1959  budget  estimates.  The  Air  Force  has  had  to  accommodate  a number 
of  very  substantial  unprogramed  and  unbudgeted  costs.  Among  these  are  the 
costs  of  the  Lebanon  and  Taiwan  crises ; pay  increases  for  wage  board  em- 
ployees ; increased  postal  costs  due  to  the  Postal  Pay  Act ; payments  in  lieu  of 
taxes  pursuant  to  Public  Law  85-579;  and  increased  requirements  for  medical 
care  of  dependents.  In  addition,  during  the  last  several  months  actions  neces- 
sary to  improve  the  combat  readiness  of  the  Air  Force  had  to  be  accommodated 
within  available  resources.  These  actions  are  classified  and  I will  be  glad  to  dis- 
cuss them  in  a closed  session.  In  the  aggregate,  these  additive  requirements  for 
which  supplemental  appropriations  have  not  been  sought,  far  exceed  the  amount 
required  to  meet  classified  pay  increase  costs. 

As  a result  of  the  actions  already  taken  and  because  so  much  of  the  fiscal  year 
has  already  elapsed,  the  programing  and  management  flexibility  of  the  Air  Force 
has  been  taxed  to  the  utmost.  In  the  event  the  amount  of  the  House  reduction 
were  not  restored,  the  Air  Force  could  not  now  make  program  adjustments  or 
take  other  management  actions  to  reduce  operating  requirements  to  this  extent 
without  seriously  disrupting  Air  Force  programs. 

Accordingly,  we  are  requesting  that  the  amount  of  the  House  reduction, 
$6,900,000,  be  restored. 

SUMMARY 

In  conclusion,  the  total  request  of  the  Air  Force  was  $80,972,000  of  which  the 
House  approved  $72,874,800.  The  Air  Force  accepts  the  reduction  of  $1,197,200 
in  the  research  and  development  and  Air  National  Guard  estimates,  but  urgently 
requests  restoration  of  the  House  reduction  of  $6,900,000  in  the  operation  and 
maintenance  estimate. 

LETTER  FROM  NATIONAL  GUARD  ASSOCIATION 

Senator  Chavez.  Senator  Ellender,  do  you  have  any  questions  ? 
Senator  Ellender.  I thought  we  covered  both  appropriations. 
Senator  Chavez.  Thank  you. 

Chairman  Hayden.  Is  the  Air  National  Guard  under  your  direc- 
tion ? 

General  Friedman.  Not  under  my  immediate  direction,  but  I have 
responsibilities  concerning  its  funding. 

Chairman  Hayden.  I have  a letter  from  the  National  Guard  Asso- 
ciation of  the  United  States  in  which  they  make  reference  to  the  Air 
National  Guard  as  follows : 

The  enactment  of  Public  Law  85-462  generated  a requirement  for  additional 
funds  for  Air  National  Guard.  This  legislation  qualified  5,440  civilian  em- 
ployees of  the  Air  Guard  for  pay  raises  totaling  about  $2  million.  $803,000 
was  the  amount  absorbed,  leaving  a net  additional  requirement  of  $2,162,000. 
The  House  Appropriations  Committee  reduced  it  by  $216,000  which  would  re- 
quire the  program  adjustments  and  deferment. 

Have  you  asked  for  restoration  of  the  $216,000  ? 

General  Friedman.  No,  sir ; we  have  not. 
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As  I indicated  previously,  prior  to  coming  to  you  and  asking  for 
restoration  of  the  House  reductions,  we  reviewed  our  programs  and 
it  was  our  opinion,  not  that  we  particularly  liked  to  absorb  the  re- 
duction, but  that  we  could  not  make  a statement  to  this  committee 
that  this  part  of  the  House  reduction  was  of  such  a critical  nature 
as  to  require  restoration. 

This  was  discussed  with  the  Air  National  Guard  people  in  the 
National  Guard  Bureau  and  no  exception  was  taken  to  our  assess- 
ment of  that  account. 

Chairman  Hayden.  This  matter  was  brought  to  my  attention  and 
I wanted  to  find  out  about  it. 

General  Friedman.  Yes,  sir. 

Senator  Chavez.  I would  like  to  know  more  about  that  on  the  Air 
National  Guard.  They  are  doing  the  work,  are  they  not  ? 

General  Friedman.  They  are,  sir. 

PLACES  USED  BY  AIR  NATIONAL  GUARD 

Senator  Chavez.  The  Air  Force  has  supplied  planes  to  every  Air 
National  Guard  unit  in  every  State  of  the  union  that  has  the  Air 
National  Guard ; is  that  correct  ? 

General  Friedman.  We  have,  sir. 

Senator  Chavez.  In  order  to  keep  them  going  you  do  have  to  have 
civilian  personnel? 

General  Friedman.  That  is  correct,  sir. 

Senator  Chavez.  What  is  going  to  happen  to  those  boys? 

General  Friedman.  There  will  be  no  personnel  layoff  in  the  Air  Na- 
tional Guard  as  a result  of  our  not  making  a reclama  on  the  $216,000. 

The  action  which  will  be  taken  to  adjust  this,  if  it  appears  necessary 
as  we  go  down  the  road,  would  be  to  not  buy  up  to  full  quantity  on 
certain  procurements  as  in  the  case  of  the  Regular  Air  Force  in  our 
research  and  development  appropriation. 

We  are  talking  about  $216,000  out  of  an  appropriation  of  $268  to 
$270  million. 

Senator  Chavez.  We  understand  that,  but  the  personnel  is  very  im- 
portant and  that  is  what  I am  interested  in  because  you  get  good  boys 
over  there  in  civilian  capacities  and  all  of  a sudden  you  let  go  of  them 
and  you  lose  them.  They  get  away  from  the  particular  State  where 
they  are  located  and  go  elsewhere. 

General  Friedman.  I give  the  chairman  my  personal  assurance  that 
the  $216,000  we  are  discussing  here  will  have  no  impact  on  either  the 
military  personnel  or  the  air  technician  program  of  the  Air  National 
Guard. 

Senator  Chavez.  That  is  fine.  Thank  you. 

I believe  that  Mr.  Lanman  wishes  to  make  a statement. 
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Department  of  Defense 

STATEMENT  OF  MAURICE  H.  LANMAN,  JR.,  ASSISTANT  GENERAL, 

COUNSEL 

FLIGHT  PAY  FOR  SERVICE  IN  ALASKA 

Mr.  Lanman.  You  may  proceed,  Mr.  Lanman. 

Mr.  Lanman.  I am  Maurice  H.  Lanman. 

Mr.  Chairman,  the  House  included  another  language  provision  in 
the  bill  which  we  requested  and  which  we,  of  course,  are  not  appealing. 
It  is  an  amendment  to  section  615  of  the  Department  of  Defense  ap- 
propriation Act  of  1959. 

It  is  necessary  to  permit  a small  number  of  military  personnel  sta- 
tioned in  certain  parts  of  Alaska  to  continue  to  receive  flying  pay  after 
January  3,  1959,  which  is  the  date  of  the  admission  of  Alaska  to  the 
Union. 

Senator  Chavez.  What  section  is  this  ? 

Mr.  Lanman.  Section  615  of  the  Department  of  Defense  Appropri- 
ation Act,  1959. 

Senator  Chavez.  That  is  right;  amended  effective  January  3, 1959, , 
by  adding  the  words  “Or  in  Alaska.”  That  is  the  amendment? 

Mr.  Lanman.  That  is  correct,  sir. 

Senator  Chavez.  Proceed. 

Mr.  Lanman.  Under  this  provision,  which  has  appeared  in  the  De- 
partment of  Defense  Appropriation  Act  since  1954,  military  personnel 
whose  particular  assignment  outside  of  the  continental  United  States 
makes  it  impractical  to  participate  in  regular  and  frequent  aerial 
flights  have  continued  to  receive  flying  pay  even  though  they  are  un- 
able to  fly  the  hours  required  by  current  regulations. 

Conditions  in  certain  parts  of  Alaska  are  such  that  a few  qualified 
members  are  unable  to  get  in  the  flying  time  necessary  to  qualify  for 
flying  pay. 

Since  Alaska  is  no  longer  outside  the  United  States  this  amendment 
would  be  necessary  if  these  members  are  not  to  lose  their  flying  pay 
after  January  3,  1959.  This  conclusion  is  based  on  a decision  by  the 
Comptroller  General  in  construing  a statute  containing  similar  lan- 
guage to  this  provision. 

Senator  Chavez.  In  other  words,  the  House  agreed  to  the  amend- 
ment? 

Mr.  Lanman.  That  is  correct. 

Senator  Chavez.  You  are  telling  us  now  that  you  do  not  have  any 
objection  if  we  agree  to  it  ? 

Mr.  Lanman.  That  is  correct,  Mr.  Chairman. 

Senator  Chavez.  Now,  there  is  one  more  thing,  General  Friedman,, 
that  I would  like  to  call  your  attention  to. 

BORDEAUX  HOUSING 

You  will  recall  earlier  in  the  year  we  had  a reprograming  session 
regarding  the  houses  that  were  constructed  for  the  Air  Force  at 
Bordeaux,  France.  I know  that  Senator  Ellender  and  I were  deeply 
interested  in  that  matter. 

Since  Senator  Ellender  is  here,  I would  like  to  have  you  tell  us 
what  the  situation  is  at  this  moment. 
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General  Friedman.  Sir,  I believe  the  Bordeaux  matter  has  been 
brought  under  consideration  with  the  view  on  the  part  of  certain  in- 
dividuals that  perhaps  there  should  be  some  withdrawal.  This  cur- 
rently is  being  assessed.  The  position,  as  I understand  it,  is  not  a 
command  position,  a command  in  Europe,  and  it  would  appear  that 
upon  completion  of  this  we  will  be  back  and  rerequest  your  considera- 
tion of  the  reprograming  as  previously  submitted. 

I did  not  have  an  opportunity  before  I came  over  to  look  into  it 
specifically. 

Senator  Chavez.  I thought  we  would  try  to  clear  it  up  this  after- 
noon. I do  not  know  when  we  will  get  together  again. 

I understand  vou  have  some  views,  Senator  Ellender,  about  the 
Bordeau  housing  matter. 

Senator  Ellender.  Yes. 

Senator  Chavez.  Are  you  still  of  that  opinion  ? 

Senator  Ellender.  I would  like  to  look  into  it. 

Senator  Chavez.  All  right,  thank  you. 

General  Freedman.  Thank  you,  sir. 

Chairman  Hayden.  Thank  you,  General,  for  your  appearance. 

Office  of  the  Secretary  of  Defense 
Retired  Pay 

Senator  Chavez.  At  this  point  I would  like  to  insert  in  the  record 
the  program  financing  and  a statement  on  retired  pay,  Office  of  the 
Secretary  of  Defense.  The  House  did  not  allow  the  budget  estimate 
of  $5  million  on  the  grounds  that  the  number  of  annuitants  on  the 
rolls  will  probably  not  reach  the  number  contemplated  when  the  estim- 
ates were  prepared.  No  restoration  has  been  requested. 

(The  information  referred  to  follows :) 


Department  of  Defense , military  functions — Interservice  activities , retired  pay 

PROGRAM  AND  FINANCING 


1959,  pres- 
ently avail- 
able 

1959  revised 
estimate 

1959  increase 

Program  by  activities: 

1.  N ondisabilit v 

$363,  535, 000 
25, 340. 000 
196, 500, 000 
52.  725.  000 
1,900,000 

$366,  960,  000 
25. 415. 000 
197,  225,  000 
53.  500.000 
1.900,000 

$3, 425.  000 
75.000 

725.000 

775.000 

2.  Temporary  disability 

3.  Permanent  disability 

4.  Fleet  Reserve 

5.  Survivors’  benefits — 

Total  obligations. — - 

Financing:  Appropriation  (new  obligational  authority)  - 

640.  000,000 

645,  000,  000 

5,  000,000 

640,  000,  000 

645,  000,  000 

5,  000,  000 

OBJECT  CLASSIFICATION 

12  Pensions,  annuities,  and  insurance  claims 

$640,  000,  000 

$645,  000,  000 

$5, 000.  000 
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PREPARED  STATEMENT 

(Mr.  Wylie’s  prepared  statement  follows :) 

Statement  of  J.  A.  Wylie,  Director,  Budget  and  Finance,  Office  of  the 

Secretary  of  Defense 

Mi*.  Chairman  and  members  of  the  committee,  I appreciate  this  opportunity 
to  appear  before  you  today  to  present  this  brief  statement  regarding  the  addi- 
tional funds  which  was  estimated  for  fiscal  year  1959  for  the  appropriation 
“Retired  pay,  Department  of  Defense.”  This  appropriation  provides  for  (1)  the 
pay  of  retired  military  personnel  on  the  retired  lists  of  the  Army,  Navy,  Marine 
Corps,  and  Air  Force,  (2)  the  retainer  pay  of  members  of  the  Navy  and  Marine 
Corps  Fleet  Reserves,  and  (3)  payments  to  eligible  survivors  pursuant  to  the  Uni- 
formed Services  Contingency  Option  Act  of  1953.  These  payments  are  manda- 
tory under  the  law,  and  any  funds  not  required  for  such  purposes  revert  to  the 
Treasury.  No  provision  is  made  in  the  estimates  for  this  appropriation  for  any 
of  the  expenses  in  connection  with  the  administration  of  the  program. 

For  the  fiscal  year  1959,  the  Department  of  Defense  initially  requested  $600 
million  for  retired  pay.  That  estimate  provided  for  an  anticipated  year  end 
strength  of  231,035  annuitants  with  an  average  strength  of  approximately  223,680 
for  the  year.  This  original  estimate  was  approved  by  Congress  after  an  amend- 
ment to  add  $40  million  to  cover  the  increased  pay  authorized  by  Public  Law 
85-422,  approved  May  20, 1958. 

Last  June,  based  on  recent  experience  of  accessions  to  the  retired  rolls  and 
a further  anticipated  reduction  of  the  active  forces  which  would  affect  the 
retired  rolls,  a supplemental  request  of  $18  million  was  submitted  for  fiscal  year 
1959.  At  that  time  it  was  estimated  that  there  would  be  approximately  236,790 
annuitants  on  the  retired  rolls  by  June  30,  1959,  or  5,755  accessions  over  the 
number  that  had  been  anticipated  in  the  President’s  budget  for  fiscal  year  1959. 
The  House  Committee  on  Appropriations  deleted  the  $18  million  supplemental 
and  based  its  action  on  the  fact  that  if  the  House  action  in  maintaining  mili- 
tary strengths  at  higher  levels  than  those  in  the  President’s  budget  request  for 
fiscal  year  1959  prevailed  the  amount  of  $18  million  may  not  be  required  for 
retired  pay. 

The  higher  force  levels  maintained  during  fiscal  year  1959  has  resulted  in  fewer 
retirements  than  was  expected  last  June  when  the  request  for  $18  million  was 
submitted.  When  the  retired  pay  estimate  for  fiscal  year  1960  was  prepared  in 
September  1958,  it  was  estimated  that  there  would  be  approximately  233,191 
annuitants  on  the  retired  rolls  by  June  30,  1959,  or  2,156  more  annuitants  than 
were  provided  for  in  the  appropriation  for  fiscal  year  1959.  This  additional 
2,156  annuitants,  together  with  a continued  upward  trend  in  rates,  was  esti- 
mated to  require  an  additional  $5  million  this  year.  This  revised  estimate  was 
again  reviewed  by  the  Bureau  of  the  Budget  in  December  with  no  change. 

Based  on  actual  accessions  through  December  31  and  the  projected  accessions 
to  the  retired  rolls  as  currently  estimated  by  the  military  departments  for  the 
balance  of  fiscal  year  1959,  there  is  a possibility  that  the  numbers  estimated 
will  be  on  the  rolls  by  June  30.  However,  of  the  total  13,895  additional  non- 
disability retirements  estimated  to  reach  the  retired  rolls  this  year,  5,240  were 
on  the  rolls  December  31  leaving  a balance  of  8,655  to  be  placed  on  the  rolls  by 
June  30.  This  delay  is  attributable  in  most  part  to  the  Lebanon  and  Quemoy 
actions  in  the  early  part  of  this  fiscal  year. 

The  House  disallowed  the  $5  million  supplemental  request  on  the  premise 
that  the  number  of  annuitants  on  the  rolls  would  probably  not  reach  the  number 
contemplated  when  the  estimates  were  prepared.  The  House  further  reported 
that  if  it  becomes  apparent  at  a later  date  that  funds  are  required  they  can 
be  reestimated  and  provided  at  that  time. 

Accordingly  restoration  of  this  amount  or  any  part  thereof  is  not  requested 
at  this  time. 
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DEPARTMENT  OF  DEFENSE— CIVIL  FUNCTIONS 

Department  of  the  Army 

CEMETERIAL  EXPENSES 

STATEMENTS  OF  HON.  GEORGE  H.  RODERICK,  ASSISTANT  SECRE- 
TARY OF  THE  ARMY,  FINANCIAL  MANAGEMENT;  AND  COL. 

JAMES  L.  FERGUSON,  COMPTROLLER,  OFFICE  OF  THE  QUARTER- 
MASTER GENERAL 

Salaries  and  Expenses 

Senator  Ellender.  The  supplemental  estimate  in  House  Document 
No.  58  is  “For  an  additional  amount  for  Salaries  and  expenses, 
$535,000.” 

The  estimate  includes  $135,000  for  the  cost  of  pay  increases  of  mili- 
tary and  classified  personnel  authorized  in  Public  Laws  85-422  and 
85^462,  S300.000  for  wage-board  pay  increases  granted  ungraded  per- 
sonnel, and  $100,000  to  cover  the  additional  headstone  procurement 
occasioned  bv  Public  Law  85-644  and  by  higher  than  anticipated  head- 
stone applications  carried  over  from  1958. 

The  House  approved  $521,500  for  cemeterial  expenses,  Department 
of  the  Army.  This  includes  $100,000  for  the  procurement  of  addi- 
tional headstones,  $300,000  for  wage  board  pay  increases  and  $121,500 
for  other  pay  act  costs. 

The  Department  of  the  Army  is  requesting  restoration  of  the  House 
cut  of  $13,500  for  pay  act  increases  for  military  and  classified  person- 
nel authorized  after  Congress  acted  on  the  Public  Works  Appropria- 
tion Act  for  1959. 

We  have  with  us  this  afternoon  the  Honorable  George  H.  Roderick, 
Assistant  Secretary  of  the  Army  for  Financial  Management.  The 
committee  will  be  glad  to  hear  from  you  at  this  time  Mr.  Roderick. 

Mr.  Roderick.  I understand  there  are  two  items  left  in  the  civil 
functions  area  of  the  Army.  One  of  them  is  the  cemeterial  expenses 
and  the  other  is  the  civil  functions  of  the  Corps  of  Engineers. 

Unless  you  want  me  to  read  my  prepared  statement,  I will  file  it 
for  the  record  and  Colonel  Ferguson  here  can  answer  any  of  the  de- 
tails on  the  cemeterial  program. 

PREPARED  STATEMENT 

Without  objection  your  statement  will  be  inserted  at  this  point  in 
the  record. 

(The  statement  referred  to  follows :) 

Statement  by  Hon.  George  H.  Roderick,  Assistant  Secretary  of  the  Army 

for  Financial  Management 

Mr.  Chairman  and  gentlemen  of  the  committee,  the  cemeterial  expenses  ap- 
propriation is  deficient  in  the  amount  of  $535,000.  Of  this  amount,  $100,000  is 
required  for  the  procurement  of  4,274  additional  headstones,  $135,000  for  in- 
creased costs  of  civilian  and  military  personnel  as  authorized  by  Public  Laws 
85-462  and  85-422,  and  $300,000  for  increased  salaries  of  ungraded  employees 
resulting  from  wage  board  surveys  since  enactment  of  the  fiscal  year  1959  Ap- 
propriation Act. 
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This  supplemental  request  was  considered  by  the  House  Appropriations  Com- 
mittee and  was  approved  in  the  amount  of  $521,500,  a reduction  of  $13,500  (10 
percent  of  the  civilian  and  military  increased  pay  costs).  The  Department  of 
the  Army  is  requesting  restoration  of  this  $13,500  reduction  to  preclude  the 
necessity  of  a reduction  in  personnel  strength  during  the  fourth  quarter  fiscal 
year  1959. 

Senator  Ellender.  I understand  that  the  amount  requested  for  the 
cemeterial  functions  is  principally  for  pay  increases. 

Colonel  Ferguson.  That  is  correct.  With  the  exception  of  $100,000 
for  procurement  of  headstones. 

Senator  Ellender.  Did  the  House  grant  that  amount? 

Colonel  Ferguson.  Yes,  sir. 

Senator  Ellender.  Do  you  want  us  to  agree  with  what  the  House 
has  done? 

HOUSE  REDUCTION 

Colonel  Ferguson.  No,  sir;  the  House  reduced  the  money  for  pay 
of  classified  personnel  by  10  percent.  This  being  a very  small  ap- 
propriation, that  cut  will  materially  affect  the  cemeterial  program. 

Senator  Ellender.  What  is  the  effect  of  the  House  cut? 

DISCHARGE  OF  EMPLOYEES 

Colonel  Ferguson.  That  10  percent  will  require  us  to  discharge 
16  out  of  the  110  departmental  employees,  providing  we  do  it  im- 
mediately. 

Senator  Saltonstall.  The  amount  is  $13,500  ? 

Colonel  Ferguson.  $13,500  is  the  amount  we  are  asking  the  Senate 
to  restore. 

Senator  Ellender.  Could  you  do  without  those  employees? 

Colonel  Ferguson.  No,  sir;  this  program  is  one  that  is  on  the  in- 
crease. We  have  averaged  8 percent  annual  increase  in  the  applica- 
tions for  headstones  and  for  interments  in  the  national  cemeteries. 

APPLICATIONS  FOR  HEADSTONES 

As  it  now  stands,  we  anticipate  a 12,500  carryover  of  applications 
for  headstones  at  the  end  of  this  fiscal  year  with  the  pay  increase. 

Now  if  we  cut  off  16  people  who  are  handling  that,  then  that  carry- 
over will  be  that  much  greater. 

Senator  Ellender.  Could  you  wait  until  next  year  to  do  that? 

Colonel  Ferguson.  No,  sir.  If  we  fire  16  people  now  who  are  trained 
and  even  if  we  could  hire  the  same  number  of  employees  the  first  of 
the  year,  we  would  not  be  able  to  hire  the  same  experienced  people. 
It  would  affect  the  program.  Also,  the  fiscal  year  1960  budget  con- 
tains no  funds  for  the  additional  carryover  nor  for  additional  person- 
nel for  the  processing. 

Senator  Saltonstall.  You  would  also  have  separation  pay,  would 
you  not? 

Colonel  Ferguson.  Yes,  sir.  Separation  pay  would  be  required. 

Senator  Ellender.  How  long  have  those  been  on  your  rolls  ? Could 
you  discharge  some  that  have  just  been  hired  ? 

Colonel  Ferguson.  Out  of  the  110  people,  the  majority  have  worked 
for  the  Quartermaster  for  many  years. 
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Senator  Ellexder.  Does  that  affect  people  on  the  Washington  level, 
or  out  in  the  field  ? 

Colonel  Ferguson.  The  departmental  level,  sir,  that  is  where  the 
processing  of  applications  and  the  procurement  of  headstone  opera- 
tion is  carried  out. 

Senator  Ellexder.  Here  in  Washington  ? 

Colonel  Ferguson.  Yes,  sir. 

Senator  Ellexder.  The  justification  and  request  for  restoration  will 
be  placed  in  the  record  at  this  point. 

(The  material  referred  to  follows :) 

Cemeterial  Expenses,  Department  of  the  Army 

A total  of  $535,000  is  requested  under  this  supplemental  estimate  for  the  fol- 
lowing purposes : An  amount  of  $135,000  is  for  increased  costs  of  classified  and 
military  personnel,  occasioned  by  Public  Laws  85-462  of  June  20, 1958,  and  85-422 
of  May  20,  1958;  $100,000  is  for  procurement  and  transportation  of  4,274  head- 
stones and  markers ; and  $300,000  is  to  offset  wage  rate  increases  which  have 
been  approved  by  local  wage  boards  for  ungraded  employees  in  the  national 
cemeteries. 

Included  in  the  $135,000  required  for  classified  personnel  is  $57,000  for  costs 
of  departmental  personnel  and  $78,000  for  field  personnel.  The  amount  included 
for  civilian  pay  is  based  on  the  average  10  percent  raise  granted  by  Public  Law 
85-462  plus  the  companion  amounts  required  for  the  Government’s  contribution 
to  the  retirement  fund,  FICA  and  group  insurance.  An  amount  of  $2,752  is  in- 
cluded in  the  total  for  additional  pay  granted  military  personnel  by  Public  Law 
85-422.  The  following  civilian  positions  are  proposed : 


Graded : 

Departmental 110 

Field 139 

Ungraded  : Field 551 


Total 800 


The  amount  required  for  additional  headstone  procurement  will  permit  pur- 
chase of  4.274  units  which  are  not  provided  for  in  the  regular  fiscal  year  1959 
appropriation. 

At  the  time,  the  1959  regular  appropriation  bill  was  enacted,  it  was  estimated 
the  funds  included  for  ungraded  employees  would  provide  479  man-years  based  on 
an  average  salary  of  $3,909.  As  the  result  of  wage-board  increases  the  average 
salary  is  now  expected  to  be  $4,507.  The  funds  requested  will  restore  man-years 
which  would  be  lost  and  make  possible  performance  at  the  level  approved  when 
the  regular  appropriation  was  enacted. 

Schedule  on  Supplemental  Appropriations  and  Revised  Estimates 

Appropriation  title;  “Cemeterial  expenses,  Department  of  the  Army.” 

Date;  February  20,  1959. 

Agency:  Department  of  the  Armv. 

Bureau:  Office  of  the  Quartermaster  General. 


1.  Present  appropriation  or  estimate $6,  915,  000 

2.  Additional  amounts  available +0 


3.  Total  amount  available 6,  915,  000 


4.  Apportionments: 

1st  quarter 1,  953,  000 

2d  quarter 1,  688,  000 

3d  quarter 1,  798,  000 

4th  quarter 1,  476,  000 

Budgetary  reserves 


5.  Total  apportionments  and  reserves _3 6,  915,  000 
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6.  Obligations: 

1st  quarter  (actual) $1,  729,  873 

2d  quarter  (actual) 1,  788.  292 

3d  quarter  (estimated) 1,  900,  000 

4th  quarter  (estimated) 2,  031,  835 


7.  Total  actual  and  estimated  obligations 7,  450,  000 

8.  Less  total  amount  available 6,  915,  000 


9.  Estimated  supplemental  required 535,  000 

10.  Estimated  supplemental  included  in  latest  budget 622,  000 

1 1.  Date  needed: 

For  obligation,  Apr.  1,  1959. 

For  expenditure,  May  1,  1959. 

12.  Estimated  expenditures  from  supplemental: 


In  budget  Revised 

In  current  fiscal  year $450,  000  $425,  000 

In  next  fiscal  year 172,  000  110,  000 

After  next  fiscal  year 

Total 622,  000  535,  000 

13.  Actual  obligations  last  3 months: 

October 

November 

December 

( Request  for  restoration  appears  on  p.  366. ) 

Rivers  and  Harbors  and  Flood  Control 

STATEMENT  0 E BRIG.  GEN.  JOHN  L.  PERSON,  CORPS  OF  ENGINEERS 

Construction,  General 

Senator  Ellendee.  The  House  approved  the  supplemental  request 
in  House  Document  No.  58,  for  an  additional  amount  for  “Construc- 
tion, general”  of  $5  million  to  remain  available  until  expended. 

The  amount  requested  is  to  cover  the  remaining  payments  to  the 
Standing  Rock,  Crow  Creek,  and  Lower  Brule  Sioux  Indian  Tribes 
for  the  taking  of  lands  required  for  the  Oahe  and  Fort  Randall 
Reservoir  projects  in  South  Dakota. 

General  Person,  as  I understand,  for  rivers  and  harbors  and  flood 
control,  construction,  the  House  has  allowed  the  amount  you  re- 
quested, and  there  is  no  appeal. 

General  Persons.  Yes,  sir. 

Senator  Ellendee.  At  this  point,  Mr.  Chairman,  I ask  to  put  in  the 
justification. 

(The  justification  referred  to  follows:) 

Construction,  General,  Corps  of  Engineers,  Civil 

Public  Laws  85-915,  85-916,  and  85-923  approved  September  2,  1958,  authorized 
payments  to  the  Standing  Rock,  Crow  Creek,  and  Lower  Brule  Sioux  Indian 
Tribes  as  final  settlement  for  all  claims  arising  from  the  taking  of  Indian  lands 
at  the  Oahe  and  Fort  Randall  Reservoir  projects.  The  laws  authorize  the  pay- 
ments to  be  made  from  funds  available  to  these  projects. 

The  amount  of  $1,890,000  has  been  paid  from  funds  available  to  Oahe  Reser- 
voir. There  are  no  additional  funds  available  to  the  projects  which  can  be  used 
to  make  the  required  payments  and  still  permit  the  advancement  of  their  con- 
struction under  schedules  previously  presented'  to  the  Congress.  The  laws 
were  enacted  too  late  to  permit  inclusion  of  funds  for  these  payments  in  the  reg- 


626,  376 
506,  221 
655,  695 
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ular  budget  recommendations  for  fiscal  year  1959.  The  total  payments  au- 
thorized and  the  amounts  which  have  thus  far  been  paid  are  shown  below : 


Public  Law 

Project  and  tribe 

Payment 

authorized 

Previously 
deposited 
in  condem- 
nation 
actions 

Additional 

amounts 

made 

available 

Balance  of 

payment 

reouired 

* 

Public  Law  85-915. 

Oahe  Reservoir:  Standins 

>5.  251.  553.  (to 

$60,  716. 30 

-$1. 890. 000 

$3, 300, 836.  70 

Public  Law  85-916. 
Public  Law  85-923. 

Rock  Indians. 

For:  Randall  Reservoir: 

Crow  Creek  Indians 

Lower  Brule  Indians 

1. 395, 811.  94 
976.  523. 00 

399, 312.  94 
270.  610.  65 



996,  499.  00 
705,  912.  35 

Total 

7,  623,  SS7. 94 

730,639.89 

1, 890,  000 

i 5,  003,  248. 05 

'•  $3,000,000  rounded. 


The  laws  provide  that  payments  are  to  draw  4 percent  interest  from  the  time 
they  are  deposited  to  the  credit  of  the  Indians  in  the  U.S.  Treasury  until  ex- 
pended. Any  delay  in  depositing  the  money  therefore  results  in  a monetary 
loss  to  the  Indians.  The  supplemental  request  is  for  >5  million  broken  down, 
$1,700,000  for  Fort  Randall  Reservoir,  S.  Dak.,  and  $3,300,000  for  Oahe  Reser- 
voir, S.  Dak.  and  N.  Dak. 

OPERATION  AND  MAINTENANCE.  GENERAL 
GEXERAL  EXPENSES 

Senator  Ellender.  House  Document  90  included  the  following  sup- 
plemental estimates  for  the  Corps  of  Engineers : Operation  and 

maintenance,  general.  $1,138,000;  general  expenses.  81,046,000. 

The  House  approved  81,024,200  for  operation  and  maintenance,  and 
$9412200  for  general  expenses. 

I understand  that  you  are  requesting  restoration  of  8113, S00  under 
Operation  and  maintenance,  and  8104.600  under  general  expenses, 
together  with  language  authorizing  the  transfer  of  850.000  from  an- 
other account,  which  was  omitted  from  the  estimate  transmitted  to 
the  Congress  through  an  administrative  oversight. 

It  is  my  further  understanding  that  these  supplementals  are  re- 
quired as  a result  of  the  pay  increases  approved  by  the  Congress  last 
session,  and  by  wage  board  increases  granted  unclassified  employees. 

You  may  proceed.  General. 

General  Person.  Mr.  Chairman,  Public  Laws  422  and  462  of  the 
S5th  Congress,  provided  for  military  and  classified  civilian  personnel 
pay  increases.  For  the  fiscal  year  1959,  for  our  program,  these  will 
amount  to  88,291.160. 

Of  that  amount,  roughly  87.200,000  will  be  absorbed  by  the  follow- 
ing  appropriations  in  these  amounts,  rounded  off : General  investiga- 
tions. 8575.000:  Construction,  general,  84.300.000:  Operation  and 
maintenance.  $1,547,000:  Flood  control.  Mississippi  Fiver  and  tribu- 
taries, $775,000. 

The  U.S.  section  of  the  St.  Lawrence  Fiver  Joint  Board  of  Engi- 
neers, $3,000  making  a total  of  87,200,000  or  87  percent  of  the  cost, 
which  we  are  absorbing  from  our  regular  appropriation. 

The  remaining  81.096.000  must  be  borne  by  our  "General  expenses" 
appropriation  and  requires  supplemental  funds  since  it  cannot  be 
absorbed  without  eliminating  personnel. 
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Out  of  a total  appropriation  of  $809  million,  the  “General  expense” 
appropriation  for  fiscal  year  1959  was  only  $11,700,000. 

This  relatively  small  amount  provides  primarily  for  the  payment 
of  salaries  of  graded  technical  employees  engaged  in  executive  direc- 
tion, management,  and  the  regulatory  functions  of  our  expanding 
civil  works  program. 

It  includes  no  functions  which  could  be  curtailed  to  provide  funds 
to  absorbe  the  increased  salary  requirements. 

Over  the  past  few  years  our  civil  works  program  has  been  greatly 
expanded  both  in  volume  of  work  and  in  complexity  without  a pro- 
portionate increase  in  our  general  expense  funds. 

For  example,  over  the  past  5 years  our  total  appropriation  has  in- 
creased 82.5  percent  while  our  “General  expense”  appropriation  for 
administering  the  program  has  increased  only  22.8  percent. 

The  proposed  supplemental  appropriation  now  before  you  contains 
the  request  for  money  to  pay  for  the  expected  deficit. 

EFFECT  OF  HOUSE  REDUCTION 

The  blouse  reduced  this  request  by  10  percent.  If  that  reduction 
should  stand,  it  would  mean  a substantial  reduction  in  force  or  fur- 
lough of  the  trained  and  experienced  key  personnel  who  direct  and 
manage  our  civil  works  program. 

Senator  Ellender.  About  how  many  employees  would  be  affected? 

General  Person.  This  would  mean  that  we  would  have  to  get  rid  of 
a hundred  people  who  are  administering  and  directing  and  guiding 
our  overall  program,  sir. 

Senator  Ellender.  These  pay  increases  for  your  classified  em- 
ployees were  approved  by  Congress  after  your  regular  appropriation 
bill  had  passed  both  Houses  of  the  Congress,  and  you  had  no  oppor- 
tunity to  budget  for  that  increase,  is  that  right? 

General  Person.  Yes,  sir;  the  matter  of  the  civilian  and  military 
graded  personnel  increases  was  imposed  on  us  by  act  of  Congress. 

TRANSFER  AUTHORITY 

Also,  in  addition  to  the  cutoff  of  $104  690  made  by  the  House,  we 
would  stand  to  lose  $50,000  because  through  an  administrative  over- 
sight, language  was  omitted  which  would  permit  $50,000  to  be  trans- 
ferred from  funds  already  on  hand  under  the  appropriation  “U.S. 
section,  St.  Lawrence  River  Joint  Board  of  Engineers.”  So  we  are 
requesting  restoration  of  the  $104,600  cut  made  by  the  House  in  our 
general  expenses  and  requesting  insertion  of  language  to  permit 
the  transfer  of  that  $50,000. 

Senator  Ellender.  This  amount  of  $104,600  in  the  category  to 
which  you  are  now  talking,  is  the  whole  amount  you  are  asking 
reclama  for? 

General  Person.  That  is  the  whole  amount  of  restoration,  sir,  which 
would  mean  the  total  amount  we  are  requesting  is  $1,046,000. 

Senator  Ellender.  I understand;  I am  talking  about  the  fact  that 
the  House  allowed  you  all  of  it  except  the  10  percent  ? 

General  Person.  Yes. 

Senator  Saltonstall.  Yes,  but  they  left  out  the  50.000  transfer. 

General  Person.  That  is  right;  the  language  was  left  out  through 
an  administrative  oversight. 
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Senator  Saltonstall.  You  are  requesting  $155,000  in  round 
figures  ? 

General  Person.  That  is  right,  sir. 

Senator  Saltonstall.  Of  which  $104,600  is  money  and  50,000  is 
language? 

Operation  and  Maintenance,  General 

General  Person.  That  is  correct,  sir. 

The  second  item  in  our  supplemental  bill  requests  funds  for  increase 
in  salaries  of  our  wage  board  employees  under  our  “Operation  and 
maintenance*'  appropriation.  These  were  approved  during  the  period 
July  1,  1958,  to  January  14,  1959,  and  could  not  have  been  foreseen 
at  the  time  the  fiscal  year  1959  budget  was  submitted. 

About  75  percent  of  our  total  wage  board  employees,  amounting  to 
7,600  personnel,  are  paid  from  this  “Operation  and  maintenance** 
appropriation. 

Senator  Ellexder.  This  wage  board  increase  of  course,  was  done 
without  consulting  you  ? 

General  Person.  Yes,  sir. 

Senator  Ellexder.  What  I mean  is  that  you  knew  nothing  about 
it  when  you  submitted  your  program  for  this  year? 

General  Person.  Right,  sir. 

Senator  Ellexder.  That  is  for  the  current  fiscal  year  ? 

General  Person.  Yes.  sir. 

Senator  Ellexder.  It  is  really  to  cover  more  or  less  the  increases 
that  have  been  imposed  on  you  by  virtue  of  the  wage  board  action  ? 

General  Person.  Yes,  sir. 

To  cover  these  increases  will  require  $1,138,000.  The  House  re- 
duced this  request  also  by  10  percent,  or  a total  of  $113,800  reduction. 
We  ask  that  this  request  be  provided  in  the  full  amount,  restoring  the 
House  cut,  as  any  cut  at  all  will  cut  further  our  already  inadequate 
maintenance  funds  and  will  further  add  to  the  critical  backlog  of 
maintenance  which  we  have  not  been  able  to  do  because  of  lack  of 
funds. 

The  other  25  percent  of  our  wage  board  employees  who  are  engaged 
in  other  phases  of  our  operation,  not  in  operation  and  maintenance, 
we  can  absorb  those  wage  board  increases  and  we  have  not  included 
them  in  our  request. 

Senator  Ellexder.  General,  as  you  know,  we  have  had  quite  a tus- 
sle each  year  with  public  works  so  as  to  obtain  a sufficient  sum  to  keep 
all  of  your  operations  and  maintenance  current. 

General  Person.  Yes,  sir:  that  is  our  most  critical  problem. 

Senator  Ellexder.  As  I remember,  every  time  you  put  in  a request 
for  X number  of  dollars,  the  approved  estimate  was  X minus  so  many 
dollars  and  you  did  not  get  the  amount  you  required? 

General  Person.  Correct,  sir. 

DETERRED  MAINTENANCE 

Senator  Ellexder.  As  a result  of  that  we  have  been  piling  up  a lot 
of  deferred  maintenance? 

General  Person.  Yes.  sir. 

Senator  Ellexder.  Which  is  very  costly  as  some  of  you  testified 
2 weeks  ago  when  you  were  before  the  Subcommittee  on  Public 
W orks. 
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General  Person.  Yes,  sir ; that  is  correct. 

Senator  Ellender.  Of  course,  with  the  small  amount  given,  you  do 
not  find  any  place  where  you  could  absorb  this  pay  increase? 

General  Person.  No,  sir;  we  do  not  in  operation  and  maintenance. 

Senator  Ellender.  The  alternative  would  be  to  lay  off  the  people? 

General  Person.  That  is  right,  sir. 

Senator  Ellender.  F or  whom  this  money  is  being  requested  ? 

General  Person.  Yes,  sir. 

Senator  Ellender.  Are  there  any  further  questions  ? 

Senator  Chavez.  You  have  convinced  me. 

Senator  Ellender.  The  requests  for  restoration  will  be  inserted  in 
the  record  at  this  point. 

(The  material  referred  to  appears  on  p.  379.) 

River  Basin  Study  Commissions 

STATEMENT  OF  JIM  WOODRUFF,  JR.,  CHAIRMAN,  U.S.  STUDY  COM- 
MISSION, SOUTHEAST  RIVER  BASINS,  SOUTH  CAROLINA,  GEOR- 
GIA, ALABAMA,  AND  FLORIDA 

River  Basin  Study  Commission  for  South  Carolina-Georgia-Alabama- 

Florida 

Senator  Ellender.  Mr.  Chairman,  we  have  the  River  Basin  Study 
Commission  for  South  Carolina-Georgia-Alabama-Florida. 

The  following  supplemental  estimate  was  included  in  House  Docu- 
ment No.  58 : 

For  an  additional  amount  for  necessary  expenses  to  carry  out  the  provisions  of 
thte  act  approved  August  28,  1958  (Public  Law  85-850),  $100,000. 

The  legislation  enacted  last  summer  authorized  the  establishment 
of  the  Commission  to  study  and  prepare  plans  for  the  development 
of  land  and  water  resources  in  certain  major  river  basins  in  the  area 
designated.  An  amount  of  $50,000  was  appropriated  for  the  Commis- 
sion in  the  Independent  Offices  Appropriation  Act,  1959.  The  addi- 
tional appropriation  is  to  enable  the  Commission  to  carry  forward  its 
work  during  the  remainder  of  the  current  fiscal  year. 

The  House  approved  $80,000  for  this  purpose. 

The  Commission  is  requesting  the  restoration  of  the  $20,000  cut  by 
the  House. 

We  have  with  us  at  this  time,  Mr.  J.  W.  Woodruff,  Jr.,  who  is  Chair- 
man of  the  U.S.  Study  Commission. 

You  are  now  asking  for  an  increase  of  $20,000  or  a total  of  $100,000. 

Mr.  Woodruff.  Yes,  sir ; that  is  correct. 

Senator  Ellender.  If  you  had  but  the  $50,000  to  start  this  work 
for  the  current  fiscal  year  and  probably  this  money  will  not  be  made 
available  to  you  until  May,  how  could  you  spend  as  much  as  $100,000 
in  the  next  2 or  3 months. 

analysis  of  data  on  water  and  land  resources 

Mr.  Woodruff.  The  nature  of  the  U.S.  Study  Commission,  Senator, 
and  gentlemen,  is  one  of  organization  of  a staff  to  collect  and  collate 
and  analyze  available  existing  data  on  water  and  land  resources. 
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The  organization  of  such  a staff  then  is  needed  and  the  acquisition 
of  suitable  rental  space.  Then  in  order  not  to  duplicate  work  which 
already  has  been  done,  the  assignment  of  contractual  obligations  on 
a reimbursible  basis  to  existing  agencies  for  work  not  now  performed, 
but  needed  to  complete  the  mosaic  pattern  of  the  complete  study  is 
most  important.  We  are  to  a point  of  depleting  our  original  $50,000 
both  by  expenditure  and  obligation  and  we  need  the  supplemental 
in  order  to  carry  on  with  the  work  in  order  not  to  project  it  longer 
than  the  Congress  intended  in  the  original  Senate  bill  403. 

Senator  Ellexder.  I understand  that  part  of  it.  The  only  thing 
that  I was  concerned  with  was  that  you  are  not  going  to  get  this 
money  until  May  and  then  you  will  have  but  May  and  June  before 
fiscal  year  1959  ends.  Do  you  see  the  point  ? 

Mr.  Woodruff.  That  is  correct. 

Senator  Ellexder.  The  House  I presume,  for  that  reason,  cut  you 
back  some. 

Mr.  W oodruff.  Yes,  sir. 

Senator  Ellexder.  And  they  allowed  you  $80,000  ? 

Mr.  Woodruff.  That  is  corect. 

Senator  Ellexder.  Would  you  suffer  materially  if  the  Senate 
agreed  with  the  House  figure? 

Mr.  Woodruff.  We  could  adjust  to  it  by  not  employing  the  per- 
sonnel. It  would  defer  the  amount  of  progress  that  could  be  made. 

CONTRACTUAL  STUDIES 

Now,  I admit  we  do  not  need  all  of  that  for  personnel,  but  it  is 
to  initiafe  contractual  studies  with  existing  institutions  such  as  re- 
search departments  at  universities  and  educational  institutions. 

Senator  Ellexder.  How  much  of  the  $100,000  would  be  utilized  for 
that  purpose,  that  is  contractual  obligations  ? 

Mr.  Woodruff.  The  total  of  that  would  be  around  $35,000. 

Senator  Ellexder.  Would  the  rest  be  for  personnel  ? 

Mr.  Woodruff.  Personnel,  travel,  transportation  of  things,  because 
the  engineers  needed  for  this  staff  are  in  the  shortage  category  and 
transportation  of  things  to  establish  this  qualified  staff  is  most 
important. 

Senator  Ellexder.  Are  you  now  testifying  that  you  can  actually 
spend  and  obligate  the  full  hundred  thousand  by  June  30  of  this 
year? 

Mr.  Woodruff.  No,  sir;  I am  not  saying  we  can  actually  spend  and 
fully  obligate  the  whole  amount. 

Senator  Ellexder.  Why  are  you  asking  for  it  then  ? Why  can  we 
not  make  it  available  to  you  in  the  next  fiscal  year  ? 

Mr.  Woodruff.  You  could  if  the  program  is  to  go  beyond  what 
was  the  intent  of  Congress,  which  is  an  estimated  2 years.  In  order 
to  clarify  the  record,  gentlemen,  this  Commission  was  not  established 
until  the  16th  of  December,  so  we  had  no  opportunity  to  submit  even 
an  original  budget  request. 

Senator  Ellexder.  Of  course,  I well  recall  how  this  was  done. 
We  did  not  have  a budget  estimate  and  we  simply  put  money  in  the 
bill,  so  that  you  could  get  started. 

Mr.  Woodruff.  That  is  correct. 
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Senator  Ellender.  It  made  a start,  but  I go  back  to  the  proposition, 
though,  that  you  have  been  organized  since  December  and  you  have 
had  $50,000  to  spend  and  for  only  2 months  left  in  this  fiscal  year 
you  are  asking  for  twice  as  much  as  we  originally  gave  you. 

1 am  wondering  whether  you  could  spend  all  of  that  money  by 
June  JO,  because,  I feel  satisfied,  that  since  this  work  was  started 
that  we  should  have  no  difficulty  in  obtaining  the  funds  you  need  for 
the  next  fiscal  year. 

Senator  Saltonstall.  Would  the  chairman  yield  ? 

Senator  Ellender.  Surely. 

HOUSE  REPORT 

Senator  Saltonstall.  I would  like  to  call  the  acting  chairman’s 
attention  to  page  10  of  the  blouse  report.  The  House  committee  says : 

The  additional  amounts  provided  are  needed  to  enable  these  commissions  to 
effectively  carry  on  their  work  during  the  remainder  of  the  current  fiscal  year. 

In  other  words,  they  added  the  amounts  of  $80,000  and  $120,000, 
which  would  total  $50,000  less  than  you  ask  for  because  they  believed 
that  it  was  enough  to  carry  on  for  the  rest  of  this  year.  They  made 
that  as  a perfectly  flat  statement;  they  did  not  cut  or  anything  else. 
They  simply  said  that  was  all  that  was  necessary. 

That  is  what  the  Senator  from  Louisiana  is  saying  now. 

Senator  Ellender.  Exactly. 

In  other  words,  we  provided  $50,000  for  the  South  Carolina- 
Georgia-Alabama-Florida  basin  before  the  Commission  was  organ- 
ized in  December.  Up  to  now  they  have  spent,  or  will  spend,  about 
$50,000. 

Now,  the  money  that  they  are  now  requesting,  that  is  the  $100,000, 
will  not  become  available  until  May  1 and  in  only  2 months  I am  in 
doubt  that  you  could  spend  that  much  money,  with  all  due  respect. 

Mr.  Woodruff.  I respect  your  judgment  and  I admire  the  scrutiny 
of  your  approach,  sir.  We  would  like  for  all  of  you  to  recognize  that 
we  are  as  interested  as  you  are  in  the  maximum  economy  of  such  an 
effort  and  that  our  requested  supplemental  is  in  fact  $50,000  less 
than  what  was  included  in  the  President’s  supplemental  message  to 
Congress  on  February  11. 

Now,  this  is  not  offered  as  a criticism  of  any  suggested  amount  by 
the  President,  but  we  were  able  to  bring  it  down  through  careful 
study. 

Senator  Ellender.  I am  surprised  that  the  Budget  Bureau  gave  you 
as  much  as  $100,000. 

Mr.  Woodruff.  The  budget  estimate  for  the  South  Carolina- 
Georgia-Alabama-Florida  Study  Commission  was  less  than  we  re- 
quested, then  that  estimate  was  cut  20  percent  by  the  House. 

Senator  Ellender.  Now,  if  you  are  certain  that  you  can  make  use 
of  this  extra  $20,000  and  if  it  is*not  made  available  that  your  commis- 
sion may  have  to  be  extended,  I would  be  prone  to  let  you  have  the 
$20,000  because  you  know  when  these  commissions  are  organized  they 
never  end,  as  a rule. 

What  I would  like  you  to  do  is  to  make  you  live  up  to  the  date  that 
was  set  in  the  act  creating  you. 
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PROPOSAL  THAT  FUNDS  BE  AVAILABLE  UNTIL  EXPENDED 

Mr.  TToodruff.  TTe  feel  it  would  be  a sound  business  principle 
if  tliis  full  8100,000  supplement  for  1959  could  be  provided  on  an  avail- 
able until  expended  basis.  TTe  would,  therefore,  be  able  to  use  any 
such  funds  that  are  not  expended  or  obligated  this  current  year  for 
the  continuation  of  our  work. 

But  we  would  not  have  to  be  watching  a sharp  pencil  operation  at 
all  times  as  the  calendar  moved. 

Senator  Ellender.  If  the  full  amount  were  allowed,  could  you  give 
assurance  that  the  Commission  would  complete  its  work  within  the 
time  specified  in  the  present  act. 

Mr.  Woodruff.  Senator,  I can't  give  you  an  affirmative  answer. 

Senator  Ellender.  You  had  better  say  yes,  now. 

Mr.  TT oodrutf.  If  I sav  ves.  it  goes  down  in  the  record  and  I can't 

«.  «/  j o 

project  an  accurate  crystal  ball  2 years  hence. 

Senator  Ellender.  That  would  be  one  good  reason  I would  like 
to  see  vou  £et  a good  amount  because  we  do  not  want  vou  to  come  back 
and  say  “Because  you  cut  out  820,000  we  were  delayed  a year  in  this 
work." 

In  anv  event,  vou  sav  to  this  committee  that  vou  can  obligate  and 

* %/  •/  C7 

economically  expend  the  whole  8100,000  that  has  been  budgeted  ? 

Mr.  Woodruff.  Yes,  sir. 

Senator  Ellender.  I would  like  to  have  the  justification  placed  in 
the  record  at  this  point. 

Chairman  Hayden.  That  may  be  done. 

(The  justification  referred  to  follows :) 

River  Basin  Study  Commission  fob  South  Carotin a-Geobgia-Alabama-Flobida 

(Water  Stvdy  Commission) 

GENERAL  STATEMENT  IN  JUSTIFICATION  OF  THE  NEED  FOB  SUPPLEMENTAL 

APPROPRIATIONS  FISCAL  YEAR  195  9 

Tliis  Commission  was  established  by  Public  Law  85-850.  approved  August 
23.  1958.  and  was  specifically  titled  therein  as  “U.S.  Study  Commission  on  the 
Savannah.  Altamaha.  St.  Marys,  Apalaehicola-Chattahoochee,  and  Perdido-Es- 
c-ambia  River  Basins,  and  intervening  areas.”  However,  the  Commission,  at  its 
initial  meeting,  chose  the  name  '‘U.S.  Study  Commission,  Southeast  River  Basins” 
in  the  interest  of  brevity.  Unless  the  Congress  prefers  otherwise,  it  will  be  re- 
ferred to  by  this  shorter  title  in  the  future. 

Appointment  of  Commission  members  was  made  December  16.  1958.  Require- 
ments of  the  enabling  act  were  met  in  the  organization  meeting  of  .January  12, 
1959.  The  amount  of  $50,000  was  provided  as  initial  appropriations  for  the 
operations  of  the  Commission  in  fiscal  year  1959.  The  objectives  of  this  Com- 
mission are  defined  in  section  1(a)  and  lib)  of  Public  Law  85-850.  which  read, 
in  part. 

"That  the  purpose  of  this  Act  is — 

> a)  to  provide  for  an  integrated  and  cooperative  investigation,  study  and 
survey  * * * in  connection  with  and  in  promotion  of.  the  conservation,  utili- 
zation. and  development  of  the  land  and  water  resources  * * * in  the  states 
of  South  Carolina.  Georgia.  Florida  and  Alabama  * * * : and 

“(b)  to  formulate  * * * a basic,  comprehensive  and  integrated  plan  of 
development  of  the  land  and  water  resources  * * * and  to  make  recommen- 
dations. after  adequate  study,  for  executing  and  keeping  current  such 
studies.” 

Additional  funds  will  be  required  in  the  current  fiscal  year  in  order  that 
this  Commission  may  expeditiously  proceed  in  the  fulfillment  of  its  respon- 
sibilities bv — 

1.  Collecting,  collating,  and  coordinating  existing  data  relating  to  water 
resources  from  established  State,  local  and  Federal  agencies. 
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2.  Employment  and  retention  of  a small,  but  highly  Qualified  and  efficient, 
staff  for  the  accomplishment  of  (1)  above. 

3.  Acquisition  of  the  minimum  required  space  for  the  accommodation  of 
the  anticipated  staff. 

4.  Communication  and  travel  incident  to,  and  a prerequisite  of,  co- 
ordinated effort  as  designated  above. 

5.  Contractual  services  and  obligations  on  a reimbursable  basis  to  existing 
agencies  for  the  most  economical  collection  of  data  in  the  initial  stages  of 
this  Commission’s  research  and  study. 

The  House  has  approved  a supplemental  appropriation  of  $80,000  for  this 
work  during  the  remainder  of  fiscal  year  1959.  It  is  the  judgment  of  this  Com- 
mission that  the  supplemental  appropriations  for  fiscal  year  1959  will  be  re- 
quired in  order  that  its  program  may  be  fully  implemented  and  in  order  that 
there  may  be  minimum  delay  in  initiating  the  fall  workload  which  will  be  re- 
quired of  us.  The  initial  estimates  of  $100,000  of  needed  supplemental  appropria- 
tions were  based  on  the  assumption  that  the  supplemental  funds  would  be 
made  available  at  an  early  date.  However,  since  such  supplemental  funds  have 
not  been  made  available  to  this  Commission,  and  probably  will  not  be  made 
available  until  much  later  in  fiscal  year  1959,  the  opportunity  to  utilize  them  is 
being  diminished  and  the  amount  of  the  appropriation  could  be  decreased 
accordingly. 

We  must  initially  collect  as  much  data  as  possible  from  existing  sources.  The 
proper  analysis  of  such  data  cannot  be  done  without  the  employment  of 
qualified  personnel.  It  is  this  program  of  work  in  fiscal  year  1959  which  can 
assure  maximum  economies  in  the  attainment  of  our  ultimate  objective  at  the 
earliest  possible  date. 

Respectfully  submitted. 

J.  W.  Woodruff,  Jr., 

Chairman,  U.S.  Study  Commission,  Southeast  River  Basins,  South 
Carolina-Georgia-Alabama-Florida. 


James  H.  Hammond, 

State  of  South  Carolina. 

Lester  S.  Moody, 

State  of  Georgia. 

Mo  j Gen.  Frank  M.  Albrecht, 
Department  of  the  Army. 

William  E.  Hiatt, 

Department  of  Commerce. 
Howard  W.  Chapman, 
Department  of  Health,  Education, 
Welfare. 


Ti-iomas  A.  Johnson, 

State  of  Florida. 

Ralph  C.  Hammond, 

State  of  Alabama. 

John  A.  Short, 

Department  of  Agriculture. 
Walter  A.  Gresh, 
Department  of  Interioi'. 
Robert  C.  Price, 

and  Federal  Power  Commission. 


River  Basin  Study  Commission  for  Texas 


Senator  Eleender.  Mr.  Chairman,  we  also  have  the  river  basin 
study  commission  for  Texas. 

The  following  supplemental  estimate  was  included  in  House  Docu- 
ment 58 : 

For  an  additional  amount  for  necessary  expenses  to  carry  out  the  provisions 
of  title  II  of  the  act  approved  August  28,  1958  (Public  Law  85-843),  $150,000. 

The  legislation  enacted  last  summer  authorized  the  establishment 
of  the  Commission  to  study  and  prepare  plans  for  the  development  of 
land  and  water  resources  in  certain  major  river  basins  in  the  area 
designated.  An  amount  of  $50,000  was  appropriated  for  the  Com- 
mission in  the  Independent  Offices  Appropriation  Act,  1959.  The 
additional  appropriation  is  to  enable  the  Commission  to  carry  for- 
ward its  work  during  the  remainder  of  the  current  fiscal  year. 

The  House  approved  $120,000  for  this  purpose. 

As  I understand,  the  head  of  the  basin  study  commission  for  Texas, 
Mr.  Brown,  accepts  the  action  of  the  House — that  is,  the  reduction  of 
$30,000;  and,  of  course,  I presume  that  the  committee  will  go  along 
with  him. 
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Mr.  Chairman.  while  we  are  on  that  particular  item.  I would  like 
to  ask  that  the  letter  be  made  a part  of  the  record,  together  with  the 
justification. 

Chairman  Hayden-.  That  will  be  done. 

■ The  material  referred  to  follows : 


U.S.  Study  Ccmmissiyy — Texas. 

Ho- -•>»■.  . I April  7,  19-5$. 

Hon.  Cast  Hay-din- . 

Chairman,  Committee  on  Appropriation*. 
l\8.  Semite.  Wa-'hir,_:t&rt.  D.C. 

I'zab  San  a tos  Hayden  : On  February  11.  1939.  the  President  traiismitted  to 
tie  Speaker  f the  House  : f Repres-entar:  ves  pr<:  i cse-d  sop  pie ia enrol  appropria- 
tions f:r  filial  year  191’  H tuse  of  Representatives  I'  Aliment  No,  5S.  Sfith 
Cong.)  indodlng  (p.  14)  an  item  of  $150,000  for  the  U.S.  Study  Commission — 
Texas  established  ' y Public  Law  55-543. 

In  resi-cnse  this  recues:  the  House  of  Representatives  Las  included  £120.  GOO 
in  me  second  sun  lemenral  appropriati  n bill  1959  H R.  " -16  to  be  available  t 
this  Commissi : a for  riseal  year  ending  June  SO.  1959. 

The  original  request  for  supplemental  funds  was  made  to  The  Bureau  of  the 
Budge:  by  this  Commission  on  January  17.  1959.  The  passage  of  rime  since 
that  date  means  That  a parr  of  The  work  originally  planned  for  prosecution 
during  recent  months  cannot  be  accomplished  during  the  current  fiscal  year. 
Accordingly,  this  Commission  does  nor  contemplate  requesting  y cur  committee  to 
cc-nslder  the  Budget  request  and  wishes  to  advise  that  the  amount,  -5l20.G>A  in- 
cluded in  the  pending  bill.  H R.  5936.  will  be  adequate  to  meet  the  needs  of  the 
Commission's  nr  gram  for  the  current  fiscal  year. 


Respectfully  y >urs. 


Gdoeoa  R.  Beowx. 


Pi'yiJHi  <:nu  financing 
Resource  development  studies m. 

Presently  available S50,  000 

Revised  estimate 200.000 


Increase 150. 000 
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General  Statement 

The  U.S.  Study  Commission — Texas  was  established  by  Public  Law  55x843, 
approved  August  25.  1955.  The  purpcise  of  the  Commission  is  to  formulate 
a basic,  comprehensive,  and  integrated  plan  of  development  of  the  land  and  water 
resources  of  the  N’eohes.  Trinity.  Brazos.  Colorado,  Guadalupe.  San  Antonio. 
Nueces,  and  San  Jacinto  River  Basins  and  intervening  areas  in  the  State  of 
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Texas.  The  legislation  provided  for  a Commission  of  14  members,  13  of  whom 
were  appointed  by  the  President  on  December  17, 1958. 

At.  the  time  of  li is  appointment,  the  Chairman  of  the  Commission  received 
froni  the  President  guide  instructions  which  stated  in  part : 

“The  Commission  should  immediately  develop  its  proposed  program  and  or- 
ganization tor  the  current  and  budget  years  and  submit  promptly  to  the  Bureau 
ol  the  Budget  its  estimate  of  appropriation  requirements  in  order  that  the  budget 
document  for  1960  may  adequately  reflect  the  proposed  program.  Arrangements 
should  also  be  made  for  early  recruitment  of  Commission  staff.” 

The  Commission  held  its  organizational  meeting  on  January  5,  1959,  in  Hous- 
ton, Tex.,  where  it  has  established  its  headquarters. 

At  its  initial  meeting,  the  Commission  established  a Planning  Coordinating 
Committee  composed  of  one  representative  each  from  the  Department  of  Interior, 
the  Department  of  Health,  Education,  and  Welfare,  the  Department  of  Agricul- 
ture, the  Corps  of  Engineers,  U.S.  Army,  and  the  Texas  Board  of  Water  Engi- 
neers under  the  chairmanship  of  the  Executive  Director  of  the  U.S.  Study  Com- 
mission— Texas.  The  initial  assignment  of  this  committee  was  to  inventory  the 
nature  and  whereabouts  of  basic  data,  studies,  and  surveys  concerning  the  as- 
signment of  the  Commission.  The  Planning  Coordinating  Committee  was  also 
assigned  the  function  of  planning  a work  program  for  the  Commission.  This 
budget  reflects  the  program  to  the  extent  it  has  been  developed  and  approved 
by  the  Commission. 

An  appropriation  of  $50,000  was  made  at  the  time  the  enabling  act  became 
law  and  the  supplemental  estimate  of  appropriation  for  fiscal  year  1959  in 
the  amount  of  $150,000  is  to  provide  for  work  during  the  balance  of  the  current 
fiscal  year. 

The  work  program  and  organization  of  the  Commission  contemplate  that  its 
staff  will  be  kept  small  but  will  be  made  up  of  highly  qualified  professional 
people  whose  primary  functions  will  be  to  review  data  and  studies  and  to  de- 
velop an  integrated  plan.  It  is  the  plan  of  the  Commission  to  use  existing 
State,  local,  and  Federal  agencies,  established  consulting  organizations,  and 
facilities  of  the  universities  to  undertake  specific  studies  to  the  extent  of  their 
competence.  The  Commission  proposes  that  its  staff  undertake  no  studies  or 
surveys  which  can  more  efficiently  and  more  economically  be  performed  by  some 
existing  entity  either  through  a contractual  relationship  or  through  established 
procedure  of  transfer  of  funds  to  another  Federal  agency.  The  language  of 
Document  58  differs  from  that  proposed  bv  the  Commission. 

Section  203  of  the  authorizing  law  established  a commission  “to  be  known  as 
the  U.S.  Study  Commission  on  the  Neches,  Trinity,  Brazos.  Colorado,  Gundalupe- 
San  Antonio,  Nueces,  and  San  Jacinto  River  Basins  and  intervening  areas.”  It 
is  the  view  of  the  Commission  that  the  appropriation  should  be  made  clearly  and 
indubitably  for  this  specific  Commission. 

It  1ms  been  the  Commission’s  intent  to  request  funds  for  carrying  on  the  full 
scope  of  authorized  work  and  only  that  work.  The  law  does  not  include  all  the 
fiver  basins  in  Texas  and  it  does  include  intervening  areas  outside  of  the  named 
river  basins.  Designating  the  appropriation  “River  Basin  Study  Commission  for 
Texas”  nmy  raise  a question  as  to  the  identity  of  the  Commission,  may  imply 
inclusion  of  rivers  not  named  in  the  law  and  exclusion  of  the  “intervening  areas” 
specifically  intended.  It  is  not  our  wish  or  intent  to  amend  the  basic  authoriza- 
tion by  appropriation,  limitation,  or  extension. 

The  commitments  at  this  time  approximate  $43,000,  classified  by  objects  as 


follows : 

01  Personal  services $23,  000 

02  Travel 12,  000 

03  Transportation  of  things 1,  000 

04  Communications 1,  000 

05  Rent  and  utility  services 5.  000 

08  Supplies  and  materials 1,  000 


Total 43,  000 


There  are  only  four  persons  on  the  staff  at  this  time  and  no  funds  are  allotted 
for  equipment  out  of  the  $50,000  appropriated.  In  view  of  the  nominal  amount 
of  the  current  appropriation  for  the  work  assigned,  further  progress  of  the 
Commission  is  dependent  on  the  availability  of  additional  funds.  The  attached 
schedules  set  forth  the  detail  of  personal  services  and  the  estimated  obligations 
of  requested  funds  classified  by  objects.  Additional  explanation  of  the  amounts 
follow : 
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01  Personal  services 

The  law  provides  for  compensation  to  the  Commissioners,  other  than  those 
appointed  from  within  the  Federal  service,  at  a rate  of  $50  per  day  with  a limi- 
tation on  the  total  annual  amount  that  may  be  received  by  the  Chairman  set  at 
$12,000  and  by  other  members  at  $7,500. 

Staff  positions  are  set  out  in  detail  and  contemplate  an  organization  of  27 
people.  While  the  Commission  is  exempt  from  the  civil  service  laws  and  the 
Classification  Act,  it  proposes  to  adopt  the  essence  of  administrative  procedures 
established  under  those  laws  as  its  administrative  procedure.  Thus  it  has  set 
the  various  staff  positions  at  rates  comparable  to  positions  established  under  the 
Classification  Act  for  like  activities. 

The  recruiting  of  personnel  is  currently  the  first  responsibility  of  the  Commis- 
sion as  it  is  necessary  to  assemble  and  review  the  data  available  before  necessary 
studies  can  be  undertaken  or  plans  for  planning  completed. 

02  Travel 

The  amount  of  $15,000  is  included  for  travel.  The  Commissioners  are  engaged 
in  their  work  under  this  assignment  only  part  time.  Those  appointed  from  the 
Federal  agencies  are  regularly  located  in  Washington,  D.C.,  Fort  Worth,  Dallas, 
Austin,,  and  Temple,  Tex.  The  Commissioners  appointed  from  outside  of  the 
Federal  service  each  live  in  the  river  basin  from  which  he  has  been  appointed. 
Commission  meetings  are  held  at  least  monthly  at  Houston  and  attendance  at 
these  requires  travel.  In  addition,  adequate  cooperation  by  the  staff  of  the  Com- 
mission with  the  staffs  of  the  Federal  agencies  regularly  engaged  in  water 
resources  development  and  with  the  State  and  local  bodies  concerned  with  the 
subject  requires  considerable  travel  which  must  be  financed  by  the  Commission. 

03  Transportation  of  things 

Most  of  the  employees  sought  for  staff  assignments  are  from  professions  of 
which  there  is  an  inadequate  supply  of  qualified  members,  and  it  is  contemplated 
that  it  will  be  necessary,  as  now  authorized  by  law,  to  move  the  household  effects 
of  some  of  these  to  Houston.  The  sum  of  $1,000  is  included  for  this  purpose. 

Olf  Communication  services 

This  item  of  $2,000  contemplates  necessary  day-to-day  liaison  of  the  Commis- 
sion and  its  staff  with  the  agencies  with  which  it  is  cooperating  which  are  located 
at  such  cities  as  Austin,  Dallas,  Fort  Worth,  and  Temple. 

05  Rent  and  utility  services 

The  item  of  $5,000  for  rent  is  to  provide  space  in  Houston,  Tex.,  for  meetings  of 
the  Commission  and  for  housing  the  staff  for  its  day-to-day  operations. 

06  Printing  and  reproduction 

The  item  of  $1,000  for  printing  is  to  care  for  normal  printing  and  binding  ex- 
penses and  for  reproduction  of  draft  material  and  Commission  studies  for  distri- 
bution to  the  Commissioners,  the  cooperating  agencies,  and  consultants  for  their 
information  and  review. 

07  Other  contractual  services 

The  amount  of  $85,000  is  to  finance  a group  of  special  studies  to  be  physically 
performed  by  other  agencies.  It  is  the  plan  of  the  Commission,  recognizing  its 
responsibilities  in  keeping  with  its  assignment,  to  keep  this  program  constantly 
under  close  review  so  that  if  feasible  the  studies  may  be  reduced  in  scope  or 
otherwise  curtailed.  In  undertaking  these  studies,  full  use  will  be  made  of 
studies  already  available  and  of  basic  data  already  gathered. 

08  Supplies  and  materials  - 

The  item  for  supplies  estimated  at  $1,000  is  to  provide  materials  for  adminis- 
trative work  and  such  engineering  activities  as  are  necessary  in  connection  with 
the  preparation  of  the  work. 

09  Equipment 

The  sum  of  $22,000  is  included  for  equipment.  This  is  the  necessary  office 
and  office  engineering  equipment  to  permit  employees  to  function. 

During  the  remainder  of  this  fiscal  year  the  Commission  proposes  to  collect, 
collate,  and  examine  reports  and  studies  heretofore  made  on  the  water  resources 
of  the  area,  determine  specific  gaps  where  additional  data  need  to  be  gathered, 
and  initiate  work  of  gathering  such  data.  All  of  this  is  basic  to  the  assignment 
of  formulating  a comprehensive  and  integrated  plan  of  development  as  directed 
in  the  authorizing  law. 
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Commission  on  International  Rules  op  Judicial  Procedure 

STATEMENTS  OF  MAICOLM  R.  WILKEY,  SECEETAEY  OF  COMMIS- 
SION ; HAREY  L.  JONES,  STAFF  DIRECTOR  OF  COMMISSION ; JOHN  C. 
BROWN,  ASSISTANT  BUDGET  OFFICER,  DEPARTMENT  OF  JUSTICE, 
AND  ELMER  BUTTS,  BUDGET  OFFICER,  DEPARTMENT  OF  JUSTICE 

House  Reduction 

Chairman  Hayden.  The  next  item  concerns  the  Commission  on 
International  Rules  of  Judicial  Procedure. 

The  budget  estimate  requested  for  the  9-month  period  beginning 
April  1,  1959,  and  ending  December  31,  1959,  was  $75,000. 

The  House  allowed  $25,000,  a reduction  of  $50,000  which  the  Com- 
mission asks  to  be  restored. 

The  letter  and  justification  on  the  item  will  be  placed  in  the  record, 
together  with  a copy  of  the  law  approved  last  September  2,  which 
established  the  Commission. 

(The  material  referred  to  follows :) 

Letter  on  Amendment  Requested 

April  2, 1959. 

Hon.  Carl  Hayden, 

Chairman,  Appropriations  Committee, 

V.S.  Senate,  Washington,  D.  C. 

Dear  Senator  Hayden  : The  Commission  on  International  Rules  of  Judicial 
Procedure  would  like  very  much  to  have  your  committee  consider  an  amend- 
ment to  the  second  supplemental  appropriation  bill  (H.  R.  5916)  for  the  fiscal 
year  1959,  as  indicated.  This  was  contained  in  the  original  Budget  submission 
but  not  approved  by  the  House. 

Commission  on  International  Rules  of  Judicial  Procedure : 


Budget 1 $75,  000 

House  allowance 25,  000 

House  reduction 50,  000 

Restoration  requested 50,  000 


Your  earnest  consideration  of  this  request  will  be  appreciated.  We  shall  be 
glad  to  furnish  such  further  information  as  may  be  desired  during  the  hearings 
on  the  bill. 

Yours  sincerely, 

Malcolm  R.  Wilkey, 

Secretary,  Commission  on  International  Rules  of  Judicial  Procedure. 
Commission  on  International  Rules  of  Judicial  Procedure 

(House  bill,  p.  18) 

(House  hearings,  p.  790) 


1958  act-... 

1959  estimate $75,  000 

1959  House  allowance 25,  000 


amendment  requested 

The  Commission  requested  the  following  amendment : 

Page  18,  line  25,  strike  out  “$25,000”  and  insert  “$75,000”,  the  estimate,  or  an 
increase  of  $50,000. 

EXTRACT  FROM  HOUSE  REPORT  (P.  9) 

“The  bill  includes  $25,000  for  activities  of  this  Commission.  When  the  au- 
thorization for  this  appropriation  was  being  considered  in  the  House,  it  was 
stated  that  the  cost  would  not  exceed  $5,000.  This  Commission  was  created 
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to  make  a study  and  recommend  ways  to  improve  judicial  assistance  and  coop- 
eration between  the  United  States  and  foreign  countries.  A large  staff  should 
not  be  necessary  for  this  purpose  and  the  amount  provided  should  be  adequate.” 

JUSTIFICATION 

This  appropriation  is  for  the  life,  under  existing  legislation,  of  the  Commission 
on  International  Rules  of  Judicial  Procedure  which  was  established  by  Public 
Law  85-906  for  the  purpose  of  investigating  and  studying  “existing  practices  of 
judicial  assistance  and  judicial  cooperation  between  the  United  States  and 
foreign  countries  with  a view  of  achieving  improvements.”  “Judicial  assistance” 
is  defined  in  the  act  as  “the  procedures  necessary  or  incidental  to  the  conduct 
of  litigation  * * * in  State  and  Federal  courts  and  quasi-judicial  agencies 
(administrative  tribunals)  which  involve  the  performance  of  acts  in  foreign 
territory,  such  as  the  service  of  judicial  documents,  the  obtaining  of  evidence, 
and  the  proof  of  foreign  law.” 

The  principal  task  prescribed  by  the  Congress  for  the  Commission  is  the  draft- 
ing of  international  procedural  agreements  for  negotiation  by  the  Secretary  of 
State,  and  the  drafting  and  recommendation  to  the  President  of  other  legislation, 
such  as  amendments  to  or  revision  of  relevant  provisions  of  the  Judicial  Code,  the 
Criminal  Code,  and  the  Federal  Rules  of  Civil  and  Criminal  Procedure.  Study  of 
the  procedures  of  foreign  countries  as  well  as  of  our  Federal  and  State  courts 
is  necessary. 

The  Commission  consists  of  nine  members  of  which  three  are  public  members, 
two  are  officials  of  State  governments,  and  four  are  representatives  of  the  De- 
partment of  Justice  and  the  Department  of  State. 

The  members  of  the  Commission  receive  their  travel  and  subsistence  expenses. 
The  three  public  members  will  receive  fees  of  $50  per  day  when  actually  engaged 
in  the  work  of  the  Commission. 

An  Advisory  Committee  will  consist  of  15  members  chosen  from  lawyers, 
judges,  and  law  teachers  all  over  the  United  States.  The  members  of  the  Ad- 
visory Committee  will  receive  their  travel  and  subsistence  expenses  but  no  com- 
pensation. 

There  is  a full-time  Director  of  the  Commission  who  is  to  supervise  the  staff, 
direct  planning  and  research,  and  act  as  reporter  in  the  drafting  of  international 
agreements  and  other  legislation. 

The  Commission  is  attached  to  the  Department  of  Justice  for  administrative 
purposes.  The  act  creating  the  Commission  provides  that  it  shall  submit  its  final 
report  and  wind  up  its  aff  airs  prior  to  December  31,  1959.  It  authorizes  an  appro- 
priation of  not  to  exceed  $75,000.  This  request  is  for  that  sum. 

The  studies  necessary  to  recommend  a reasonably  complete  reform  of  inter- 
national practice  and  procedure  in  the  three  topics  mentioned  in  the  act  estab- 
lishing the  Commission  is  a task  of  vast  dimensions.  Such  a program  would 
include  the  drafting  of  procedural  agreements  with  the  common  law  jurisdictions 
of  the  British  Commonwealth  countries,  with  the  civil  law  countries  of  Europe, 
with  those  of  Latin  America,  and  with  the  principal  countries  of  Asia  and 
Africa — perhaps  70  in  all — many  of  which  are  federal  states  with  proeedurally 
autonomous  political  subdivisions  such  as  the  Cantons  of  Switzerland,  the  Prov- 
inces of  Canada,  and  the  States  of  Mexico  and  Argentina.  It  has  been  estimated 
that  there  are  as  many  as  350  proeedurally  autonomous  jurisdictions  in  the 
world. 

Of  the  $75,000  requested  by  the  Commission  the  sum  allocated  to  personal 
services,  that  is,  the  fees  of  the  three  public  members  and  the  salaries  of  the 
Director  and  the  staff,  for  the  calendar  year  1959,  is  $51,500.  A minimal  staff 
of  six  is  contemplated — the  Director,  two  junior  research  attorneys,  and  three 
clerical  employees.  The  amount  for  the  salaries  of  the  staff  for  the  9 months 
remaining  in  1959  is  $35,500 ; $15,000  is  for  travel  which  will  largely  go  for  the 
transportation  and  subsistence  expenses  of  the  Commission  of  9,  and  the  Ad- 
visory Committee  of  15  in  attending  meetings  in  Washington. 

The  balance  of  $8,500  is  allocated  to  such  minor  items  as  communication 
services,  printing,  and  supplies.  Only  $1,000  is  asked  for  equipment  most  of 
which  will  have  to  be  borrowed  from  the  Department  of  Justice.  No  less  than 
$25,000  would  be  necessary  to  purchase  furniture  and  equipment  for  the  Com- 
mission’s offices  at  718  Jackson  Place  NW. 

The  $25,000  allowed  by  the  House  is  not  even  sufficient  for  the  salaries  of  the 
Director,  one  research  attorney,  and  two  stenographers,  with  nothing  for  travel 
and  subsistence  to  permit  the  Commission  and  Advisory  Committee  to  hold  meet- 
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ings.  On  the  other  hand,  the  $25,000  would  be  sufficient  for  the  travel  and  sub- 
sistence expenses  of  the  Commission  and  Advisory  Committee  to  hold  meetings 
in  Washington,  but  not  to  compensate  a Director,  or  hire  a staff.  Neither  alter- 
native would  permit  the  Commission  to  function.  An  appropriation  of  only 
$25,000  would  in  effect  be  tantamount  to  a repeal  of  Public  Law  85-906. 

The  entire  amount  authorized  by  Public  Law  85-906,  $75,000,  is  barely  suf- 
ficient for  minimum  operations  for  1959. 


Object  classification 


1959  estimate 

1960  estimate 

Full-time  equivalent  of  all  other  positions  __  - _ 

A\ erase  number  of  all  employees. _ __  _ _ 

2 

2 

9 

$17, 150 
5, 000 
250 
500 

2 

5 

Number  of  employees  at  end  of  year ______ 

Personal  services: 

Positions  other  than  permanent-  

$34, 350 
10, 000 
250 
1,800 
1,  ooo 
1,000 
200. 

Travel-  ____  ___  _ __ 

Transportation  of  things _ 

Communication  services-.  _ _ __  _ _ _ 

Printing  and  reproduction.  _ _ _ __  __  _ _ 

Other  contractual  services.  _ 

500 
300 
1, 000 
400 

25,  500 

Supplies  and  materials __  

Equipment _ _ 

Taxes  and  assessments 

900 
49,  500 

Total  costs  (obligations) 

Public  Law  85-906,  85th  Congress,  H.R.  4642,  September  2, 1958 

AN  ACT  To  establish  a Commission  and  Advisory  Committee  on  International  Rules  of 

Judicial  Procedure. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled, 

ESTABLISHMENT  OF  THE  COMMISSION  ON  INTERNATIONAL  RULES  OF 

JUDICIAL  PROCEDURE 

Section  1.  There  is  hereby  established  a Commission  to  be  known  as  the 
Commission  on  International  Rules  of  Judicial  Procedure,  hereinafter  referred 
to  as  the  “Commission”. 

PURPOSE  OF  THE  COMMISSION 

Sec.  2.  The  Commission  shall  investigate  and  study  existing  practices  of 
judicial  assistance  and  cooperation  between  the  United  States  and  foreign 
countries  with  a view  to  achieving  improvements.  To  the  end  that  procedures 
necessary  or  incidental  to  the  conduct  and  settlement  of  litigation  in  State  and 
Federal  courts  and  quasi-judicial  agencies  which  involve  the  performance  of 
acts  in  foreign  territory,  such  as  the  service  of  judicial  documents,  the  obtaining 
of  evidence,  and  the  proof  of  foreign  law,  may  be  more  readily  ascertainable, 
efficient,  economical,  and  expeditious,  and  that  the  procedures  of  our  State  and 
Federal  tribunals  for  the  rendering  of  assistance  to  foreign  courts  and  quasi- 
judicial agencies  be  similarly  improved,  the  Commission  shall — 

(a)  draft  for  the  assistance  of  the  Secretary  of  State  international  agree- 
ments to  be  negotiated  by  him  ; 

(b)  draft  and  recommend  to  the  President  any  necessary  legislation  : 

(c)  recommend  to  the  President  such  other  action  as  may  appear  ad- 
visable to  improve  and  codify  international  practice  in  civil,  criminal,  and 
administrative  proceedings : and 

( d)  perform  such  other  related  duties  as  the  President  may  assign. 

MEMBERSHIP  OF  THE  COMMISSION 

Sec.  3.  fa)  The  Commission  shall  consist  of  nine  members.  The  President 
shall  annoint  five  members,  three  of  whom  shall  be  public  members  and  two  of 
whom  shall  be  officials  of  State  government  whose  positions  give  them  knowledge 
of  judicial  and  quasi-judicial  procedures  in  the  States.  The  Secretary  of  State 
shall  appoint  two  representatives  of  the  Department  of  State  and  the  Attorney 
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General  shall  appoint  two  representatives  of  the  Department  of  Justice.  The 
Commission  shall  elect  a chairman  from  among  its  members. 

(b)  Vacancies  in  membership  of  the  Commission  shall  be  filled  in  the  same 
manner  as  in  the  case  of  original  designation. 

(c)  Seven  members  shall  constitute  a quorum. 

(d)  Members  of  the  Commission  who  are  appointed  by  the  Secretary  of  State 
and  the  Attorney  General  shall  serve  without  compensation  in  addition  to  that 
received  for  their  services  in  the  Government. 

(e)  The  public  members  of  the  Commission  shall  each  receive  $50  per  diem 
when  engaged  in  the  actual  performance  of  duties  vested  in  the  Commission,  plus 
reimbursement  for  travel,  subsistence,  and  other  expenses  incurred  by  them 
in  the  performance  of  such  duties. 

(f)  Service  of  an  individual  as  a member  of  the  Commission  or  employment 
of  an  individual  by  the  Commission  shall  not  be  considered  to  be  service  or  em- 
ployment bringing  such  individual  within  the  provisions  of  sections  281,  283, 
284,  434,  or  1914  of  title  18  of  the  United  States  Code,  or  section  190  of  the  Re- 
vised Statutes  (5  U.S.C.  99). 

THE  DIRECTOR  AND  STAFF 

Sec.  4.  (a)  The  Director  of  the  Commission  shall  be  appointed  by  the  Com- 
mission without  regard  to  the  civil-service  and  classification  laws,  and  his  com- 
pensation shall  be  fixed  by  the  Commission  without  regard  to  the  Classification 
Act  of  1949,  as  amended. 

(b)  The  Director  shall  serve  as  the  Commission’s  reporter,  and,  subject  to  the 
direction  of  the  Commission,  shall  supervise  the  activities  of  persons  employed 
under  the  Commission,  the  preparation  of  reports,  and  shall  perform  other  duties 
assigned  him  within  the  scope  of  the  functions  of  the  Commission. 

(c)  Within  the  limit  of  funds  appropriated  for  such  purpose,  individuals  may 
be  employed  by  the  Commission  for  service  with  the  Commission  staff  without 
regard  to  the  civil-service  and  classification  laws,  and  services  may  be  procured 
as  authorized  by  section  15  of  the  Act  of  August  2,  1946,  as  amended  (5  U.S.C. 
55a),  but  at  rates  for  individuals  not  in  excess  of  $50  per  diem. 

establishment  of  the  advisory  committee 

Sec.  5.  (a)  There  is  hereby  established  a committee  of  fifteen  members  to  be 
known  as  the  Advisory  Committee  on  International  Rules  of  Judicial  Procedure 
(hereinafter  referred  to  as  the  “Advisory  Committee”),  to  advise  and  consult  with 
the  Commission.  The  Advisory  Committee  shall  be  appointed  by  the  Commis- 
sion from  among  lawyers,  judges  of  Federal  and  State  courts,  and  other  persons 
competent  to  provide  advice  for  the  Commission. 

(b)  Members  of  the  Advisory  Committee  shall  not  be  deemed  to  be  officers  or 
employees  of  the  United  States  by  virtue  of  such  service  and  shall  receive  no 
compensation.  Members  of  the  Advisory  Committee  who  are  not  otherwise  officers 
or  employees  of  the  United  States  shall  be  entitled  to  travel  and  subsistence  ex- 
penses as  authorized  by  section  5 of  the  Administrative  Expenses  Act  of  1946,  as 
amended  (5  U.S.C.  73b-2),  for  persons  serving  without  compensation,  in  accord- 
ance with  the  provisions  of  the  Travel  Expense  Act  of  1949,  as  amended  (5  U.S.C. 
835-842). 

GOVERNMENT  AGENCY  COOPERATION 

Sec.  6.  The  Commission  is  authorized  to  request  from  any  department,  agency, 
or  independent  instrumentality  of  the  Government  any  information  it  deems 
necessary  to  carry  out  its  functions  under  this  Act;  and  each  such  department, 
agency,  and  instrumentality  is  authorized  to  cooperate  with  the  Commission  and, 
to  the  extent  permitted  by  law,  to  furnish  such  information  to  the  Commission, 
upon  request  made  by  the  Chairman  or  other  member  designated  to  act  as  Chair- 
mam 

ADMINISTRATION 

Sec.  7.  (a)  For  administrative  purposes  only,  the  Commission  and  the  Advisory 
Committee  shall  be  attached  to  the  Department  of  Justice. 

(b)  The  Commission  shall  render  to  the  President  annual  reports  for  trans- 

mission to  the  Congress. 
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The  Commission  shall  submit  its  final  report  and  the  Commission  and  the 
Advisory  Committee  shall  terminate  and  wind  up  their  affairs  prior  to  December 
31,  1959. 

AUTHORIZATION  OF  APPROPRIATIONS 

Sen.  8.  There  are  hereby  authorized  to  be  appropriated,  out  of  any  money  in 
the  Treasury  not  otherwise  appropriated,  such  amounts,  not  to  exceed  a total  of 
875,000,  as  may  be  necessary  to  carry  out  the  provisions  of  this  Act. 

Approved  September  2,  1958. 

April  2,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Appropriations  Committee,  U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Hayden:  The  Commission  on  International  Rules  of  Judicial 
Procedure  would  like  very  much  to  have  your  committee  consider  an  amendment 
to  the  second  supplemental  appropriation  bill  (H.R  5916)  for  the  fiscal  year 
1959,  as  indicated.  This  was  contained  in  the  original  Budget  submission  but 
not  approved  by  the  House. 

Commission  on  International  Rules  of  Judicial  Procedure  : 

Budget $75,  000 

House  allowance 25,  000 

House  reduction 50,  000 

Restoration  requested 50,  000 

Your  earnest  consideration  of  this  request  will  be  appreciated.  We  shall  be 
glad  to  furnish  such  further  information  as  may  be  desired  during  the  hearings 
on  the  bill. 

Yours  sincerely, 

Malcolm  R.  Wilkey, 

Secretary , Commission  on  International  Rules  of  Judicial  Procedure. 
Commission  on  International  Rules  of  Judicial  Procedure 

(House  bill  p.  18) 

(House  hearings  p.  790) 


1958  act 

1959  estimate $75,  000 

1959  House  allowance 25,  000 


amendment  requested 

The  Comission  requests  the  following  amendment : 

Page  18,  line  25,  strike  out  “$25,000”  and  insert  “$75,000”,  the  estimate,  or  an 
increase  of  $50,000. 

extract  from  house  report  (p.  9) 

“The  bill  includes  $25,000  for  activities  of  this  Commission.  When  the  authori- 
zation for  this  appropriation  was  being  considered  in  the  House,  it  was  stated 
that  the  cost  would  not  exceed  $5,000.  This  Commission  was  created  to  make 
a study  and  recommend  ways  to  improve  judicial  assistance  and  cooperation 
between  the  United  States  and  foreign  countries.  A large  staff  should  not  be 
necessary  for  this  purpose  and  the  amount  provided  should  be  adequate.” 

JUSTIFICATION 

This  appropriation  is  for  the  life,  under  existing  legislation,  of  the  Commis- 
sion on  International  Rules  of  Judicial  Procedure  which  was  este bUshed  by 
Public  Law  85-906  for  the  purpose  of  investigating  and  studying  “existing  prac- 
tices of  judicial  assistance  and  judicial  cooperation  between  the  United  States 
and  foreign  countries  with  a view  of  achieving  improvements.”  “Judicial  assist- 
ance” is  defined  in  the  act  as  “the  procedures  necessary  or  incidental  to  the  con- 
duct of  litigation  * * * in  State  and  Federal  courts  and  quasi- judicial  agencies 
(administrative  tribunals)  which  involve  the  performance  of  acts  in  foreign 
territory,  such  as  the  service  of  judicial  documents,  the  obtaining  of  evidence 
and  the  proof  of  foreign  law.” 

The  principal  task  prescribed  by  the  Congress  for  the  Commission  is  the 
drafting  of  international  procedural  agreements  for  negotiation  by  the  Secretary 
of  State,  and  the  drafting  and  recommendation  to  the  President  of  other  legisla- 
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t.ion,  such  as  amendments  to  or  revision  of  relevant  provisions  of  the  Judicial 
Code,  the  Criminal  Code  and  the  Federal  Rules  of  Civil  and  Criminal  Procedure. 
Study  of  the  procedures  of  foreign  countries  as  well  as  of  our  Federal  and  State 
courts  is  necessary. 

The  Commission  consists  of  nine  members  of  which  three  are  public  members, 
two  are  officials  of  State  governments,  and -four  are  representatives  .of- the 
Department  of  Justice  and  the  Department  of  State. 

The  members  of  the  Commission  receive  their  travel  and  subsistence  expenses. 
The  three  public  members  will  receive  fees  of  $50  per  day  when  actually  engaged 
in  the  wTork  of  the  Commission. 

An  Advisory  Committee  will  consist  of  15  members  chosen  from  lawyers, 
judges  and  law  teachers  all  over  the  United  States.  The  members  of  the  Advisory 
Committee  will  receive  their  travel  and  subsistence  expenses  but  no  compensa- 
tion. 

There  is  a full-time  Director  of  the  Commission  who  is  to  supervise  the  staff, 
direct  planning  and  research  and  act  as  reporter  in  the  drafting  of  international 
agreements  and  other  legislation. 

The  Commission  is  attached  to  the  Department  of  Justice  for  administrative 
purposes.  The  act  creating  the  Commission  provides  that  it  shall  submit  its 
final  report  and  wind  up  its  affairs  prior  to  December  31,  1959.  It  authorizes  an 
appropriation  of  not  to  exceed  $75,000.  This  request  is  for  that  sum. 

The  .study  necessary  to  recommend  a reasonably  complete  reform  of  inter- 
national practice  and  procedure  in  the  three  topics  mentioned  in  the  act  estab- 
lishing the  Commission  is  a task  of  vast  dimensions.  Such  a program  would 
include  the  drafting  of  procedural  agreements  with  the  common  law  jurisdic- 
tions of  the  British  Commonwealth  countries,  with  the  civil  law  countries  of 
Europe,  with  those  of  Latin  America,  and  with  the  principal  countries  of  Asia 
and  Africa — perhaps  70  in  all — many  of  which  are  federal  states  with  proce- 
durally  autonomous  political  subdivisions  such  as  the  cantons  of  Switzerland, 
the  Provinces  of  Canada,  and  the  states  of  Mexico  and  Argentina.  It  has  been 
estimated  that  there  are  as  many  as  350  procedurally  autonomous  jurisdictions 
in  the  world. 

Of  the  $75,000  requested  by  the  Commission  the  sum  allocated  to  personal 
services,  that  is,  the  fees  of  the  three  public  members  and  the  salaries  of  the 
Director  and  the  staff,  for  the  calendar  year  1059,  is  $51,500.  A minimal  staff 
of  six  is  contemplated — the  Director,  two  junior  research  attorneys,  and  three 
clerical  employees.  The  amount  for  the  salaries  of  the  staff  for  the  9 months 
remaining  in  1959  is  $35,500 — $15,000  is  for  travel  which  will  largely  go  for 
the  transportation  and  subsistence  expenses  of  the  Commission  of  9,  and  the 
advisory  committee  of  15  in  attending  meetings  in  Washington. 

The  balance  of  $8,500  is  allocated  to  such  minor  items  as  communication 
services,  printing  and  supplies.  Only  $1,000  is  asked  for  equipment  most  of 
which  will  have  to  be  borrowed  from  the  Department  of  Justice.  No  less  than 
$25,000  would  be  necessary  to  purchase  furniture  and  equipment  for  the  Com- 
mission’s offices  at  718  Jackson  Place  NW. 

The  $25,000  allowed  by  the  House  is  not  even  sufficient  for  the  salaries  of 
the  Director,  one  research  attorney  and  two  stenographers,  with  nothing  for 
travel  and  subsistence  to  permit  the  Commission  and  advisory  committee  to 
hold  meetings.  On  the  other  hand,  the  $25,000  would  be  sufficient  for  the  travel 
and  subsistence  expenses  of  the  Commission  and  advisory  committee  to  hold 
meetings  in  Washington,  but  not  to  compensate  a Director,  or  hire  a staff. 
Neither  alternative  would  permit  the  Commission  to  function.  An  appropria- 
tion of  only  $25,000  would  in  effect  be  tantamount  to  a repeal  of  Public  Law 
85-906. 

The  entire  amount  authorized  by  Public  Law  85-906,  $75,000,  is  barely  suffi- 
cient for  minimum  operations  for  1959. 

Ameekan  Bar  Association, 

April  3,  1959. 

Hon.  Carl  Hayden, 

Senate  Appropriations  Committee, 

U.S . Senate,  Washington,  D.C. 

My  Dear  Senator  : I am  informed  that  your  committee  has  before  it  the 
appropriation  for  the  Commission  on  International  Rules  of  Judicial  Procedure. 
The  American  Bar  Association  has,  over  a substantial  period  of  years,  actively 
supported  proposed  legislation  for  the  creation  of  this  Commission. 
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The  association’s  interest  and  support  is  evidenced  in  communications  from 
successive  presidents  of  the  association  as  well  as  by  the  testimony  which  I 
offered  at  the  hearings  both  in  the  House  and  in  the  Senate,  as  the  authorized 
representative  of  the  association. 

The  President  has  appointed  a distinguished  Commission  under  the  statute 
of  which  former  Attorney  General  Brownell  is  the  Chairman.  Preliminary  con- 
siderat ion  has  been  given  to  the  appointment  of  a Director  and  staff,  as  au- 
thorized in  the  statute,  and  to  the  appointment  of  an  advisory  committee,  as 
authorized  in  the  statute. 

However,  the  House  of  Representatives  fixed  an  appropriation  of  $25,000 
effective  for  the  entire  life  of  the  Commission.  This  limitation  on  effective 
operation  of  the  Commission  will  so  completely  frustrate  its  activities  as  to 
accomplish  an  implied  repeal  of  the  act  of  Congress. 

I am  informed  that  the  Commission  has  submitted  a justification  for  an 
appropriation  of  $75,000  to  cover  the  period  to  December  31,  1959.  May  I 
express  my  hope  that  your  committee  will  approve  this  request,  in  order  that 
the  Commission,  its  staff  and  the  advisory  committee  may  be  organized  and 
may  commence  effective  operation. 

Very  sincerely  yours, 


Philip  W.  Ambam, 

Chairman,  Committee  on  International  Judicial  Cooperation. 


General  Statement 

Chairman  Hayden.  All  right,  Mr.  Wilkey,  tell  us  about  the  request. 

Mr.  Wilkey.  Mr.  Chairman,  gentlemen  of  the  committee,  this  Com- 
mission on  International  Rules  of  Judicial  Procedure  was  set  up  as 
a study  group  to  draft  possible  statutes  and  possible  treaties  to  im- 
prove the  procedure  in  both  the  Federal  and  the  State  courts  in 
regard  to  matters  involving  international  litigation. 

As  probably  the  members  of  the  committee  are  familiar,  since 
World  IV  ar  II  there  has  been  an  increased  amount  of  litigation  of 
all  sorts  which  involve  the  getting  of  evidence  abroad,  the  service  of 
process,  the  obtaining  of  documents  abroad. 

That  amount  of  litigation  is  unparalleled  in  our  history.  We  have 
found  that  the  rules  of  procedure  in  our  courts  are  not  adapted  to 
obtaining  that,  and  also  in  foreign  countries,  we  find  great  difficulty, 
and  I say  we  I means  American  citizens  as  well  as  the  American 
Government,  in  obtaining  evidence  for  use  in  our  courts  in  various 
types  of  litigation.  ..  V.  ; 

Now  the  preparation  of  statutes  or  preparation  of  treaties  which 
might  be  enacted  is  what  this  Commission  is  called  upon  to  study  and 
recommend. 

This  is  what  generally  is  referred  to  as  the  process  of  international 
judicial  assistance.  This  Commission  is  composed  of  nine  members, 
the  three  public  members  being  former  Attorney  General  Brownell 
and  former  president  of  the  American  Bar  Association,  Charles 
Rhyne,  former  Assistant  Secretary  of  State,  Henry  Holland. 

Senator  Saltonstall.  Mr.  Chairman,  would  the  witness  yield  for 
j ust  this  question  ? 

Mr.  Wilkey.  Certainly. 

FINANCING  FROM  PRESIDENT’S  SPECIAL  FUND 

Senator  Saltonstall.  You  received  $25,000  from  the  President’s 
special  fund.  . r y 

Mr.  Wilkey.  On  a loan  basis,  sir. 

Senator  Saltonstall.  On  a loan  basis  and  on 

Mr.  Wilkey.  Yes,  sir. 
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Senator  Saltoxstall.  And  the  House  recommended  $25,000 
more 

Mr.  Wilke y.  Xot  more. 

Senator  Saltoxstall.  Well  appropriated  $25,000  which  you  would 
use  to  pay  back  the  President. 

Mr.  W ilkey.  That  is  right. 

Senator  Saltoxstall.  And  now  that  would  leave  you  $50,000  which 
you  say  as  I read  your  statement  that  would  cover  2 years,  that  would 
cover  the  fiscal  year  1959  and  the  fiscal  year  1900  ? 

Mr.  Wilkf.y.  Up  to  December  31,  1959,  one-half  of  the  fiscal  year 
in  1960. 

Senator  Saltoxstall.  Have  you  any  money  in  the  1960  budget  ? 

EXPIRATION  DATE  OF  COMMISSION 

Mr.  Wilkey.  We  have  not  any  money  in  the  1960  budget  because 
the  life  of  the  Commission  is  supposed  to  expire  December  31,  1959. 
as  the  law  stands  now. 

Senator  Saltoxstall.  So  you  are  asking  us  to  appropriate  to  pay 
back  the  President's  fund  of  825,000,  and  to  give  you  the  money  to 
carry  on  until  December,  which  would  amount  to  $50,000  ? 

Mr.  Wilkey.  Yes,  sir. 

Senator  Saltoxstall.  $50,000  of  new  money  ? 

Mr.  Wilkey.  We  are  asking  you  to  restore  the  850.000  which  was 
cut  by  the  House,  to  make  the  total  appropriation  be  that  which  was 
authorized  in  the  original  act  of  $75,000.  In  our  view  a total  of  $75,- 
000  from  April  1 to  December  31.  of  the  calendar  year  1959  is  essential 
if  this  Commission  is  to  do  anything  as  it  was  intended  to. 

Senator  Saltoxstall.  In  other  words,  if  we  did  not  give  you  the 
money  now  you  would  not  be  able  in  your  opinion  to  go  forward  after 
Julv  1 with  anv  surety,  in  other  words,  you  want  your  money  now  so 
as  to  know  you  can  complete  it  by  December  ? 

Mr.  Wilkey.  That  is  correct.  We  think  that  our  funds  would  be 
exhausted  by  July  1.  and  we  would  have  nothing  to  operate  on  and 
we  could  not  in  any  fashion  complete  or  do  any  of  the  work  that  was 
intended  for  this  Commission  to  do. 

repayment  to  president's  fund 

Senator  Saltoxstall.  Why  is  it  necessary  to  pay  back  the  Presi- 
dent’s fund  ? 

Mr.  Wilkey.  That  is  the  basis  in  which  we  got  the  money.  The 
President's  fund  was  not  set  up  to  pay  the  expenses  of  this  Commis- 
sion. We  negotiated  that  loan  of  825.000  before  the  House  acted  and 
at  a time  when  we  felt  that  the  875,000  would  in  all  reasonable  prob- 
ability be  granted.  We  got  the  825.000  so  we  could  get  started  before 
this  first  appropriation  came  through. 

Senator  Saltoxstall.  If  we  did  not  do  anything,  now.  and  left  it 
where  it  was.  would  you  feel  an  obligation  to  pay  back  the  $25,000 
and  call  off  the  job  ? 
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EFFECT  OF  REDUCTION  OF  FUNDS 

Mr.  Wilkey.  We  would  not  call  off  the  job,  but  I do  not  know  how 
we  would  continue  very  well  after  July  1.  We  would  pay  back  the 
$‘25,000  with  the  funds  appropriated  by  the  House.  We  would  have 
i<>  do  that.  rI  hat  would  leave  us  by  July  1 with  nothing  in  the  treas- 
ury so  to  speak,  and  our  operations  would  be  stalled  until  we  could 
come  again  before  one  of  the  committees  of  Congress  and  get  some 
money.  Twenty-five  thousand  dollars  would  not  enable  us  to  hire  any 
kind  of  a staff,  would  not  enable  the  Commission  to  hold  meetings, 
would  not  enable  the  Advisory  Committee,  which  is  provided  for  by 
the  statute  to  function  in  any  way.  We  have  very  modest  aims  as 
far  as  an  overhead  is  concerned.  One  staff  director,  two  junior 
lawyers,  and  three  stenographers,  that  is  all.  The  rest  of  the  money 
is  necessary  for  the  incidental  overhead  expenses. 

Chairman  Hayden.  Who  has  been  doing  the  work  of  the  Commis- 
sion up  to  now  ? 

Mr.  Wilkey.  The  members  of  the  Commission  and  Mr.  Harry 
Lelvoy  Jones  who  is  the  staff  director.  Mr.  Jones  I think  technically 
at  the  present  moment  is  on  the  Justice  Department  pay  roll  in  the 
Alien  Property  Division.  But  he  has  had  15  years  experience  in  this 
field  and  he  has  been  selected  as  the  staff  director  to  carry  on  this 
work,  and  he  has  been  devoting  what  time  he  could  toward  the  work 
of  the  Commission. 

TOTAL  OBLIGATIONS  TO  DATE 

Senator  Pa  store.  How  much  of  the  $25,000  that  you  borrowed  from 
the  President’s  fund  have  you  already  spent  ? 

Mr.  Wilkey.  I cannot  answer  that  in  detail.  May  Mr.  Jones  can. 

Mr.  Brown.  W e have  obligated  around  $2,000. 

Senator  Pastore.  You  still  have  $23,000  of  that  fund  left? 

Mr.  Wilkey.  That  is  correct,  sir,  unobligated. 

Senator  Pastore.  You  had  it  for  how  long? 

Mr.  Wilkey.  There  is  no  limitation  on  that. 

Senator  Pastore.  When  did  you  borrow  the  money? 

Mr.  Brown.  March  7 

Mr.  Wilkey.  I was  going  to  say  in  March. 

Senator  Pastore.  March  7? 

Mr.  Brown.  Yes,  sir. 

Senator  Pastore.  Now,  you  said  if  you  do  not  get  this  you  will  have 
to  come  back.  As  I understand  from  you  this  Commission  dies  as 
of  December  31,  1959.  How  could  you  come  back  if  you  do  not  get 
it  in  a supplemental  ? It  is  not  in  the  regular  budget  for  the  fiscal 
1960.  You  go  out  of  existence  at  December  31.  We  adjourn  here 
around  the  1st  of  August,  I hope.  When  would  you  come  back? 

Mr.  Wilkey.  I meant  by  that,  Senator,  I believe  it  was  the  intent 
of  Congress  here  that  this  Commission  should  do  something.  It 
has  some  very  worthwhile  objectives  which  it  can  achieve  at  a modest 
cost  to  provide  the  judicial  assistance  that  our  litigants  need  in  the 
courts.  If  the  Congress  intended  that  this  Commission  should  func- 
tion and  do  something,  and  because  of  the  appropriations  situation 
it  was  not  allowed  this  year  to  do  anything,  I think  that  we  should 
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ask  tlie  next  session  of  Congress  to  authorize  the  Commission  to 
function  and  to  appropriate  the  proper  amount  of  money  for  it. 

Senator  Pastore.  But  now  does  the  granting  of  the  $50,000  as  a 
restoration  contemplate  the  discharge  of  the  man  that  has  been  loaned 
to  you  by  the  Alien  Property  Office  ? 

Mr.  Wilke y.  Contemplate  the  discharge  ? 

Senator  Pastore.  I mean  the  withdrawal  and  hiring  someone  else 
in  his  stead  ? 

Mr.  Wilkey.  Xo.  Mr.  Jones,  who  is  here  with  me,  at  the  present 
moment  is  with  the  Department  of  Justice  in  the  Alien  Property 
Office.  It  is  contemplated  he  will  be  the  Staff  Director. 

Senator  Pastore.  He  will  remain  anyway,  no  matter  what  happens. 

Mr.  Wilkey.  Well,  I do  not  know  that  the  Commission  contem- 
plates— 

Senator  Pastore.  You  see,  what  I am  trying  to  determine.  I am 
not  trying  to  confuse  you,  maybe  I am  doing  just  that. 

Mr.  Wilkey.  Xo. 

Senator  Pastore.  Wliat  I am  trying  to  determine  here  is  what  hap- 
pens to  this  very  important  work  in  the  event  you  do  not  get  the 
$50,000?  Does  it  come  to  an  end  as  Mr.  Saltonstall  has  suggested 
or  will  the  work  go  on  anyway,  and  you  would  not  pay  the  President 
back  until  later  on  when  you,  maybe  you  have  a better  chance  of 
getting  the  money.  Exactly  what  will  happen,  I think  we  ought  to 
have  in  the  record. 

Mr.  Wilkey.  If  the  $25,000  only  is  allowed,  and  I most  sincerely 
hope  it  will  be  increased  to  that  which  was  authorized  b}"  Congress 
originally,  we  will  have  to  pay  back  the  President.  Out  of  that  $25,000 
we  will  operate  as  long  as  we  can  and  do  as  much  as  we  can. 

Xow,  on  our  present  modest  basis  of  operation,  that  would  carry 
us  to  roughly  July  1 or  so.  After  that  time  things  would  just  come 
to  a halt  I suppose.  I do  not  think  the  Commission  would  contemplate 
asking  Mr.  Jones  or  anybody  else  to  serve  without  pay. 

And  I do  not  see  how  we  could  function  without  funds. 

Senator  Pastore.  Mr.  Jones  is  being  paid  by  the  Justice  Depart- 
ment anyway,  is  he  not  ? 

Mr.  Wilkey.  At  the  present  moment  he  is.  But 

Senator  Pastore.  That  is  why  I asked  you  the  question.  Do  you 
contemplate  paying  him  directly  out  of  Commission’s  funds,  once  this 
is  granted  ? 

Mr.  Wilkey.  Definitely. 

Senator  Pastore.  Definitely  ? 

Mr.  Wilkey.  Definitely.  We  would  have  to  I believe  under  the 
law.  We  cannot  use  Department  of  Justice's  ftmds. 

Senator  Pastore.  You  are  doing  it  now. 

Mr.  W ilkey.  Xo.  He  is  working  full  time  as  a member  of  the 
Department  of  J ustice  in  the  Office  of  Alien  Property,  Senator.  The 
work  that  he 

Senator  Pastore.  Let  me  ask  you  this  question.  Do  you  actually 
need  the  whole  $50,000  ? 

Mr.  Wilkey.  Yes,  sir. 

Senator  Pastore.  All  of  it  ? 

Mr.  Wilkey.  Yes,  sir. 
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COMMENTS  ON  HOUSE  REPORT 

( 'hairman  IIaydkn.  The  House  committee  report  reads : 

Th<»  hill  includes  $25,000  for  activities  of  this  Commission.  When  the  authoriza- 
tion for  I his  Commission  was  being  considered  in  the  House  it  was  stated  the 
cost  would  not  exceed  $5,000. 

Mr.  Wilke y.  I am  aware  of  that. 

Chairman  IIayden  (reading). 

This  Commission  was  created  to  make  a study  between  the  United  States 
and  foreign  countries.  A large  staff  would  not  be  necessary  for  this  purpose, 
and  the  amount  of  funds  would  be  adequate,  the  $25,000. 

Mr.  Wilkey.  When  we  came  before  the  House  committee,  the  chair- 
man cited  tHe  record  in  the  House  of  Representatives  when  this  bill 
was  enacted.  It  was  my  first  knowledge  that  such  a figure  of  $5,000 
had  ever  at  anytime  been  mentioned.  Because  if  the  gentlemen  of 
the  committee  will  look  at  the  law  itself,  in  paragraph  4,  it  talks  about 
setting  up  a Director  of  the  Commission  and  other  employees.  Of 
course,  by  $5,000  you  could  only  get  about  one  stenographer,  much 
less  pay  the  expenses  of  Staff  Director  and  two  lawyers,  or  other 
clerical  help. 

Chairman  Hayden.  Who  testified  to  that  effect  before  the  House? 

Mr.  Wilkey.  Congressman  Walter  said  that  on  the  floor  of  the 
blouse  at  the  time  the  bill  was  presented.  And  I have  been  unable 
to  find  out  on  what  basis  such  a statement  in  regard  to  $5,000  was 
made.  That  was  an  error  of  some  sort.  The  why  of  it,  I do  not  know. 

Chairman  Hayden.  Maybe  a slip  of  the  tongue,  he  meant  to  say 
$50,000. 

HOUSE  HEARINGS 

Senator  Allott.  Will  the  chairman  yield  at  that  point. 

I have  on  page  739  of  the  House  hearings,  my  colleague  from  the 
Fourth  District  of  Colorado  objected  when  this  bill  was  called  up. 
And  Mr.  Walter  then  said, 

I would  not  imagine  the  cost  exceeding  $5,000  at  the  most. 

Mr.  Celler.  If  the  gentlemen  will  yield,  I agree  with  the  gentleman  from 
Pennsylvania.  The  cost  would  be  very  nominal,  at  most  possibly  to  defray  the 
cost  of  some  representative  abroad.  Most  of  the  work  will  be  done  here  by 
members  of  the  American  Bar  Association. 

Senator  Allott  (reading).  And  various  other  bar  associations  as  well  as  the 
State  Department. 

Mr.  Aspinall.  I withdraw  my  reservation. 

Mr.  Wilkey.  I am  aware  of  that  colloquy  on  the  floor  of  the  House, 
Senator.  And  I cannot  reconcile  that  colloquy  with  the  very  text  of 
the  law  which  was  passed  by  the  Congress  because  the  law  itself,  which 
is  printed  on  either  that  page  of  the  Congressional  Record  or  the  very 
next  page,  the  law  is  something  completely  different.  Because  it 
talks  about  a Director  and  other  personnel  and  meetings  of  the  9-man 
commission  and  15-man  advisory  committee  and  providing  the  ex- 
penses for  such. 

And  it  could  not  have  been  in  reasonable  contemplation  of  anyone 
analyzing  this  statute  that  it  could  be  done  for  $5,000.  I think  the 
American  Bar  Association  does  have  a program  in  a related  field,  not 
this  one,  and  I suggest  that  perhaps  the  Congressman  was  thinking 
about  that  instead  of  this  law. 
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And  I call  again  your  attention  to  paragraph  4,  section  4 of  this 
statute  and  the  last  paragraph  which  authorizes  $75,000.  And  the 
$75,000  figure  is  reasonable  when  construed  with  the  rest  of  the  statute, 
and  the  objectives  which  are  set  forth  here.  The  $5,000  figure  is  not. 

OBLIGATIONS  FROM  EMERGENCY  FUND 

Chairman  Hayden.  Has  any  of  the  money  been  actually  obligated, 
any  of  the  $25,000  ? 

Mr.  Wilkey.  $2,000.  We  really  have  not  gotten  started  yet.  We 
have  only  held  two  meetings  of  the  Commission.  We  have  appointed 
Mr.  Jones  as  the  staff  director,  and  that  is  all  that  we  have  been  able 
to  do  up  to  now.  We  intend  to  go  forward  at  a much  more  accelerated 
pace  but  I will  say  this : That  the  action  of  the  House  in  allowing  only 
$25,000  has  created  great  uncertainty  of  our  ability  to  getting  the 
personnel  to  work  with  this  Commission. 

Senator  Chavez.  But,  sir,  you  have  $23,000  of  borrowed  money  and 
the  House  has  allowed  you  $25,000  more.  That  makes  $48,000  that 
will  be  available. 

Mr.  Wilkey.  With  all  due  respect,  I beg  to  differ  with  the  Senator. 
If  we  pay  back  our  loan  as  we  said  we  would,  we  will  wind  up — we 
only  have  $23,000  at  the  present  time,  not  $48,000. 

Senator  Chavez.  It  might  be  a good  thing  to  save  the  whole  amount 
and  stop  right  here. 

Senator  Ellexder.  That  is  what  I was  going  to  suggest. 

You  know,  Mr.  Chairman,  this  is  another  example  of  where  Senators 
who  serve  on  this  committee  become  confronted  with  some  of  the 
foolish  laws  enacted.  Every  one  of  them  entails  the  expenses  of  some 
kind  or  another. 

COMMISSION  MEMBERS 

As  I recall,  this  Commission  was  supposed  to  have  been  composed  of 
members  from  the  Attorney  General’s  Department,  members  of  the 
bar,  the  various  bar  associations.  When  Mr.  Wilkey  testified  before 
the  House  he  stated : 

The  Commission  is  composed  of  nine  members,  three  public  members  being 
former  Attorney  General  Brownell,  who  was  elected  Chairman : Charles  Rhyne, 
immediate  past  president  of  the  American  Bar  Association ; Henry  Holland,  a 
private  practitioner  in  New  York  and  former  Assistant  Secretary  of  State  for 
Latin  American  A ffairs. 

Justice  Breitel  of  the  New  York  appellate  division  is  on  the  Commission,  Mr. 
Becker  and  Mr.  Hanes  of  the  State  Department,  as  well  as  Mr.  Rankin  and 
myself. 

It  strikes  me  that  all  of  this  work  could  easily  be  handled  by  the 
Justice  Department. 

Mr.  Wilkey.  Senator 

Senator  Ellexder.  If  it  were  left  to  me  I would  not  give  you 
a nickel. 

SPECLULIZED  UNDERTAKING 

Mr.  Wilkey.  I regret  to  hear  the  Senator  say  that,  because  we  do 
need  more  than  a nickel.  I do  not  think  we  have  an  overflow  of 
lawyers  in  the  Department  of  Justice.  We  have  our  regular  duties. 
But  this  is  a specialized  undertaking.  This  involves  work  with  repre- 
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sentatives  of  the  bar  and  judiciary  in  foreign  countries.  The  State 
Department  has  an  interest  in  it  as  well  as  the  Department  of  Justice 
and  the  organized  bar  of  the  country  has  an  interest  in  it  too.  That 
is  why  t hey  are  represented  on  the  Commission  by  three  members  and 
that  is  why  we  have  two. 

Senator  Ellender.  What  do  you  expect  to  find?  What  kind  of 
report  do  you  expect  to  present  and  what  good  will  it  do? 

Mr.  Wilkey.  We  expect  to  work  out  proposed  statutes  in  this  coun- 
try and  in  foreign  countries  which  will  modify 

Senator  Ellender.  For  what? 

Mr.  Wilkey.  To  modify  the  rules  of  judicial  procedure  to  enable 
American  citizens  or  the  American  Government,  if  it  is  a litigant, 
to  obtain  evidence  abroad  in  foreign  countries,  to  be  able  to  serve 
process  abroad,  to  be  able  to  obtain  evidence  of  foreign  law,  for  use 
m American  courts. 

Senator  Ellender.  That  will  entail  the  enactment  of  laws  by 
foreign  countries,  would  it  not? 

Mr.  Wilkey.  Yes. 

Senator  Ellender.  How  do  you  expect  to  do  that  ? 

Mr.  Wilkey.  By  the  cooperative  effort  of  these  men  in  other  coun- 
tries. They  have  a similar  interest  here.  We  have  to  work  out  ar- 
rangements that  will  reconcile  the  judicial  processes  of  different  law 
systems.  We  have  a common  law  system.  Theirs  is  a civil  law  sys- 
tem. And  even  in  the  other  common  law  systems  in  England  and 
other  Commonwealth  countries,  the  rules  of  procedure  are  different. 
W e must  work  out  arrangements  that  are  satisfactory  and  compatible 
with  our  system  of  procedure  and  with  foreign  systems  too.  That 
takes  study  and  work  and  examination  of  the  procedural  rules  in 
the  various  countries. 

Senator  Ellender.  What  you  are  going  to  do,  finally,  though,  is  to 
recommend  that  thus  and  so  be  done  by  foreign  countries  ? 

Mr.  Wilkey.  And  bv  this  country. 

Senator  Ellender.  I wonder  why  it  is  that  the  American  Bar  Asso- 
ciation does  not  undertake  a studv  of  this  kind?  Why  should  this 
cost  be  imposed  on  the  Government? 

Mr.  Wilkey.  Senator,  some  studies  of  that  nature  have  been  made 
in  the  past,  but  they  have  not  been  complete  and  they  have  lacked  the 
official  status  that  was  thought  necessary  and  desirable  to  give  this 
Commission  composed  of  representatives  of  the.  public,  also,  of  the 
State  judiciary.  You  know  there  are  two  State  judges  on  this  Com- 
mission and  the  two  Federal  Government  Departments  most  con- 
cerned. And  it  was  thought  advisable  to  put  this  in  the  form  of  an 
official  commission,  which  could  put  together  this  work  and  make 
the  recommendations  which  could  then  be  enacted  by  the  Congress  or 
ne.o-otiat^d  in  the  form  of  treaties  bv  the  Secretary  of  State. 

Senator  Ellender.  When  was  the  last  study  made  ? 

HARVARD  STUDY 

Mr.  Wilkey.  The  basic  studv  on  this  was  the  Harvard  Research 
Draft  which  was  published  in  1939.  There  have  been  other  fragmen- 
tary studies  since  then,  but  that  was  the  important  one. 

Senator  Elleetder.  This  is  the  first  by  the  Federal  Government? 

Mr.  Wilkey.  Yes,  indeed. 
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Senator  Ellexder.  Can  yon  tell  ns  from  what  particular  fund  the 
President  obtained  the  $25,000  ? 

Mr.  W ilkey.  I understand  it  was  the  President’s  emergency  fund. 

Senator  Ellexder.  Which  emergency  fund  ? 

Mr.  Wilkey.  The  fund  provided  in  the  Public  Law  85-468  for  ex- 
penses necessary  to  enable  the  President  through  such  officers  or  agency 
of  the  Government  as  he  may  designate  to  provide  in  his  discretion 
for  emergencies  affecting  the  national  interest,  security  or  defense 
which  may  arise  at  home  or  abroad  during  the  current  fiscal  year,  $1 
million.  That  was  the  fund. 

Senator  Ellexder.  Since  the  President  felt  this  to  be  an  emergency, 
and  since  he  has  that  fund  for  that  use,  I do  not  see  whv  vou  have  to 
pay  it  back.  Why  do  you  not  go  to  him  and  get  the  rest  of  it.  That 
is  what  I would  do  if  I were  you,  because  you  would  probably  have 
a better  chance. 

Mr.  Wilkey.  Senator,  we  think  because  of  the  law  passed  by  Con- 
gress it  was  intended  that  the  reasonable  sum  of  $75,000  should  be 
appropriated  to  pay  the  expenses  of  this  Commission.  We  are  under- 
taking to  carry  out  the  act  of  Congress  as  passed  and  to  do  that 
we  have  carefully  considered  the  budget  which  will  be  necessary, 
which  is  $75,000,  and  to  get  started  at  the  earliest  possible  date,  we 
went  to  the  President  and  asked  for  the  loan  of  $25,000. 

Senator  Ellexder.  I would  wager  that  this  bill  was  passed  on  the 
consent  calendar  without  anybody  knowing  what  was  in  it.  So  many 
are  passed  that  way,  and  as  I said  it,  you  have  to  be  a member  of  this 
committee  to  find  out  the  large  number  of  foolish  laws  obtaining 
congressional  approval. 

POSSIBLE  RECOMMENDATIONS  OF  COMMISSION 

Senator  Chavez.  Not  only  that,  the  gentleman  said  the  Commission 
intends  to  possibly  recommend  legislation  to  Congress  and  I have  not 
seen  a piece  of  legislation  authorized  bv  Congress  that  does  not  entail 
lots  of  expenditures,  peanuts  compared  to  what  that  law  is. 

Senator  Ellexder.  Mr.  Chairman,  may  I say  this:  Not  only  rec- 
ommendations made  to  this  Congress,  but  recommendations  made  to 
about  80  countries  of  the  world. 

Mr.  Wilkey.  I would  not  want  the  Senators  to  think  we  are  work- 
ing alone  in  this  field.  There  are  groups,  T do  not  know  what  official 
status  they  have,  but  there  are  groups  in  other  countries. 

Senator  Ellexder.  Bar  associations? 

Mr.  Wilkey.  Certain  organized  bars  in  other  countries  are  studying 
this  same  problem,  and  we  hope  to  work  with  them  and  get  action 
taken  in  a reciprocal  fashion. 

Senator  Ellexder.  Thev  are  primarily  bar  associations.  I do  not 
see  why  a project  of  this  kind  should  not  be  undertaken  by  the  Ameri- 
can Bar  Association,  because  all  of  this  would  more  or  less  inure  to  the 
benefit  of  the  1 awyers  of  this  country  and  the  lawyers  of  other  coun- 
tries who  would  reciprocate. 

STATUTORY  ACTION  AND  NEGOTIATION  OF  TREATIES 

Mr.  Wilkey.  Senator,  since  this  will  ultimately,  we  hope,  involve 
statutory  action  or  the  negotiation  of  treaties  by  the  Secretary  of 
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Si  ate,  it  was  thought  desirable  to  have  the  study  made  and  the  recom- 
mendations come  from  a Commission  of  the  Government  rather  than 
any  private,  body.  That  was  the  desire  and  the  intent.  And  in  answer 
to  t he  Senator’s  expressed  apprehension  about  anything  that  we  might 
recommend  costing  additional  money,  I would  point  out  that  the  things 
which  we  would  recommend  would  have  to  do  with  modifying  the  rules 
of  procedure  in  our  courts  to  effectuate  the  objectives  which  X have  out- 
lined, and  those  changes  in  procedure  X think  are  not  going  to  involve 
any  enormous  sums  of  money. 

Senator  Pastore.  Mr.  Wilkey,.  as  I understand,  you  are  connected 
with  the  Justice  Department  yourself  ? 

Mr.  Wilkey.  Yes,  Senator. 

Senator  Pastore.  If  you  did  not  have  to  replace  Mr.  Jones,  and  you 
did  not  have  to  replace  you,  and  you  did  not  have  to  pay  back  the 
$25,0X0  to  the  President’s  emergency  fund,  and  the  House  already 
has  given  you  $25,000  more,  how  much  money  would  you  need  down  to 
the  bone  to  complete  your  work  ? 

Mr.  Wilkey.  Senator,  somewhere  I lost  the  question.  Could  you 
repeat  it,  please. 

Senator  Pastore.  You  say  you  got  to  pay  the  $25,000  back  to  the 
President  ? You  borrow  $25,000  from  the  President’s  fund,  right. 

Mr.  Wilkey.  Right. 

~ m _ . 

Senator  Pastore.  Let  us  assume  you  do  not  have  to  pay  it  back. 

Now,  yon  have  gotten  $25,000  from  the  House. 

Mr.  Wilkey.  Right. 

Senator  Pastore.  Correct.  Now  your  loan  to  this  Commission  by 
the  Justice  Department? 

Mr.  Wilkey.  Well,  this  you  might  say  is  in  addition  to  my  other 
duties. 

Senator  Pastore.  Your  loan  at  the  present  time? 

Mr.  Wilkey.  Yes. 

Senator  Pastore.  And  so  is  Mr.  Jones? 

Mr.  Wilkey.  No,  Mr.  Jones  is  not  loaned  to  Commission,  and  under 
the  law,  as  we  understand  it,  cannot  be. 

Senator  Pastore.  How  has  he  been  acting  as  Director  of  this  Com- 
mission ? Has  he  been  violating  the  law  ? 

ACTIVITIES  OF  STAFF  DIRECTOR 

Mr.  Wilkey.  He  is  actually  a staff  director  without  a staff,  Senator, 
and  because  of  his  long-time  interest  in  this  field,  he  has  been  helping 
the  Commission  prior  to  the  approval  of  the  appropriation,  and  he 
has  been  doing  it  you  might  say  in  his  spare  time  while  performing 
the  full-time  job  in  the  Office  of  Alien  Property.  Now  it  is  contem- 
plated when  the  appropriation  is  authorized  that  Mr.  Jones  will  cease 
his  connection  with  the  Department  of  Justice  and  become  full-time 
staff  director  of  this  Commission.  Mr.  Jones  cannot  be  loaned  to  the 

Commission.  # . 

Senator  Pastore.  We  ran  into  that  with  relation  to  the  election 
board  of  the  District.  The  District  of  Columbia  had  loaned  a man  to 
that  election  board  and  the  question  came  up  here  in  view  of  the  action 
of  the  House,  and  the  Commission  agreed  to  let  that  man  remain  on 
there  to  perform  the  function  that  he  was  performing  as  a paid  em- 
ployee of  the  District  of  Columbia. 
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Now  it  must  be  obvious  to  you  what  a roadblock  you  have  run  into 
this  afternoon.  I mean  I am  trying  to  get  you  to  be  a little  realistic 
about  this.  I do  not  think  we,  as  members  of  the  Appropriation  Com- 
mittee, have  any  reason  to  repeal  any  law.  You  are  in  existence  by  a 
legislative  fiat  by  the  Congress  of  the  United  States.  But  you  are  run- 
ning into  a little  trouble  on  appropriations.  You  already  have  $23,- 

000  in  your  fund.  The  House  has  already  granted  you  $25,000  more, 
there  are  two  men  serving  on  that  Commission  who  have  been  doing 
work  for  2 months  now  and  can  do  it  for  the  rest  of  the  7 or  8 months. 

1 am  asking  you  what  is  the  minimum  figure  that  you  would  need  so 
that  we  can  culminate  this  matter? 

COMMITMENT  TO  PRESIDENT’S  FUND 

Mr.  Wilkey.  Senator,  we  feel  in  all  fairness  to  our  commitment  to 
the  President’s  fund  and  the  way  these  things  are  handled  that  we 
must  repay  that. 

Senator  Pastore.  I know,  you  said  that  20  times  already.  Let 
us  assume  that  Mr.  Brownell,  who  in  all  probability  got  you  the 
original  loan,  would  allow  the  President  to  defer  so  you  would  not 
have  to  go  out  of  existence,  would  the  $25,000  be  given  to  you  by  the 
House,  what  is  the  minimum  figure  you  would  need  in  order  to  do 
your  job  ? 

Mr.  Wilke y.  We  need  a total  of  $75,000  to  December  31,  1959. 

Senator  Pasture.  Well,  I am  afraid  your  persistency  is  going  to 
lead  to  nothing. 

Senator  Ellexder.  That  is  right. 

Mr.  Wilkey.  Senator,  I wish  you  would  examine  the  situation. 

Senator  Pastore.  I agree  with  the  nobility  of  the  work.  I think 
the  work  has  to  be  done,  but  apparently  the  rest  of  the  members  of 
this  committee  do  not  share  the  same  point  of  view  as  I do.  All  I am 
trying  to  do  is  get  you  down  to  a basic  bone  figure  in  order  to  do  your 
work,  but  you  would  not  cooperate.  You  keep  saying  $75,000,  $75,000, 
you  would  not  change.  Now  it  strikes  me  as  Mr.  Jones  has  been  doing 
this  work  for  2 months  he  can  do  it  for  the  remainder  of  the  6 months. 
Why  does  he  have  to  leave  his  job  in  one  department  and  get  hired  in 
another  Commission  ? 

Mr.  Wilkey.  Senator,  could  I let  Mr.  Jones  speak  to  that  point? 

Senator  Pastore.  Yes. 

Mr.  Jones.  Senator,  I have  resigned,  effective  tomorrow  close  of 
business. 

Senator  Pastore.  I think  you  are  awfully  foolish  to  have  done 
that. 

Mr.  Jones.  I may  be  but  I have. 

Senator  Pastore.  You  better  withdraw  that  resignation  after  what 
you  heard  here  today. 

Mr.  Jones.  I have  to.  I have  been  requested  to  in  order  to  carry 
on  the  work  of  the  Commission. 

Senator  Ellexder.  Who  is  going  to  take  your  place  where  you 
formerly  worked  ? 

Mr.  Jones.  Nobody. 

Senator  Ellexder.  So  you  were  not  needed,  is  that  a fact  ? 

Mr.  Jones.  No,  the  work  is  winding  up. 
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Ml*.  Wilke y.  Could  I ask  Senator  Pastore?  Were  we  to  have 
$“>0,000  total  authorized  by  this  committee,  and  go  to  the  President’s 
fund  and  see  if  they  would  review  our  original  loan  basis,  we  would 
do  the  very  best  we  could  with  that  and  we  would  appreciate  very 
much  getting  the  $50,000  total  authorized  by  this  committee. 

Senator  Allott.  Mr.  Chairman,  may  I ? 

Chairman  Hayden.  Yes. 

FUNCTIONS  OF  COMMISSION 

Senator  Allott.  Mr.  Wilkey,  is  not  it  a fact  that  really  I think  the 
nebulous  character  of  what  this  Commission  is  to  accomplish  is  what 
is  bothering  most  of  the  members  of  this  committee?  Is  this  not  the 
real  essence  of  what  this  committee  hopes  to  accomplish,  stated  in 
section  2A  and  B,  draft  agreements  for  the  Secretary  of  the  State  to 
negotiate  and  to  recommend  to  the  President  necessary  legislation, 
and  in  subsection  C to  improve  and  codify  international  practice  in 
civil  and  criminal  law  ? Is  this  right  ? 

Mr.  Wilkey.  That  is  right,  sir. 

SITUATION  UNDER  $50,000  AUTHORIZATION 

Senator  Allott.  Let  me  ask  you  this  additional  question:  You 
borrowed  $25,000  from  the  President’s  emergency  fund,  as  the  Presi- 
dent has  loaned  in  many  other  instances.  Now,  if  this  committee 
were  to  add  anything  on  to  the  $25,000  which  the  House  has  allowed, 
would  this  $25,000  which  the  House  allowed  be  taken  from  you  im- 
mediately and  go  back  into  the  President’s  emergency  fund,  and  would 
that  then  leave  you  strapped  ? 

Mr.  Wilkey.  It  was  our  commitment  to  the  President’s  emergency 
fund  that  we  would  repay  it,  yes,  sir.  But  as  I said  in  response  to 
Senator  Pastore’s  question,  if  this  committee  could  grant  $50,000  total 
authorization,  we  would  go  back  to  the  President’s  fund  and  say,  can 
you  let  us  have  the  $25,000  not  on  a loan  basis  but  to  enable  us  to  carry 
on  the  indicated  work  of  the  Commission  for  the  indicated  period  of 
time. 

Senator  Allott.  Thank  you. 

Mr.  Wilkey.  Thank  you,  gentlemen. 

Chairman  Hayden.  Thank  you. 

- ’•>,  * . ^ 

COMMUNICATIONS 

I have  received  letters  from  the  Department  of  State,  Depart- 
ment of  Justice,  and  the  Administrative  Office  of  the  U.S.  Courts 
in  which  is  indicated  their  approval  of  the  House  allowances  for 
items  contained  in  title  I,  of  the  second  supplemental  appropria- 
tion bill  for  1959.  These  letters  together  with  extracts  of  justifica- 
tions filed  in  support  of  the  items  requested  by  the  activities  will  be 
placed  in  the  record. 

(The  information  referred  to  follows:) 
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Department  of  State, 

Washington,  D.C.,  Mar.  26, 1959. 

Hon.  Carl  Hayden, 

Chairman , Committee  on  Appropriations, 

U.S.  Senate. 

Dear  Senator  Hayden  : The  second  supplemental  appropriation  bill,  H.R.  5916, 
as  passed  by  the  House  of  Representatives,  provides  $38,486,697  for  activities  of 
the  Department  of  State.  This  is  a reduction  of  $870,100  below  the  amount  of 
the  budget  estimate. 

The  Department  has  reexamined  the  program  activities  for  which  supple- 
mental funds  were  requested  in  the  light  of  events  which  have  transpired  since 
the  estimates  were  submitted  to  the  Congress.  As  a result  of  this  reexamina- 
tion, we  believe  that  operations  can  be  carried  out  within  the  amounts  provided 
by  the  House  bill.. 

The  Department,  therefore,  is  not  requesting  any  amendments  to  H.R.  5916. 
The  enclosed  table  shows,  by  appropriation  item,  the  amounts  requested,  the 
House  allowances  and  the  reductions  made.  The  following  paragraphs  describe 
briefly  the  effect  of  the  House  action  and  how  the  Department  plans  to  absorb 
the  reductions  made : 

SALARIES  AND  EXPENSES 

The  reduction  of  $210,100  eliminates  the  funds  requested  ($141,000)  for  staff 
strengthening  in  the  Department  to  cope  with  increasing  world  Communist 
political  and  economic  activity,  and  reduces  the  amounts  requested  for  additional 
communication  expenses  and  for  certain  additional  consular  activities. 

The  Department  is  now  engaged  in  a detailed  analysis  of  its  financial  plans 
and  requirements  for  the  balance  of  the  current  fiscal  year.  It  is  our  hope  that 
sufficient  activities  and  expenses  can  be  deferred  to  absorb  the  reduction.  We 
are  also  hopeful  that  arrangements  can  be  made  within  existing  resources  to  pro- 
vide by  detail  of  personnel  for  the  balance  of  this  fiscal  year  a part  of  the  addi- 
tional staff  required  to  cope  with  the  increasing  Communist  activities  in  the  eco- 
nomic field. 

EMERGENCIES  IN  THE  DIPLOMATIC  AND  CONSULAR  SERVICE 

The  funds  provided  in  the  House  bill  would  cover  the  costs  incurred  by  the 
Department  in  the  evacuation  of  dependents  of  Foreign  Service  personnel  from 
Lebanon,  Iraq,  and  Jordan  during  the  crisis  there.  The  reduction  made  by  the 
House  eliminated  additional  funds  requested  for  a classified  special  project.  It 
is  hoped  that  the  financing  of  the  most  urgent  part  of  the  project  can  be  handled 
from  available  funds. 

INTERNATIONAL  CONTINGENCIES 


The  House  bill  provides  $1,100,000,  a reduction  of  $100,000  below  the  budget 
estimate.  The  budget  estimate  for  this  item  included  the  sum  of  $150,000  for 
participation  in  a pending  International  Conference  on  Antarctica,  anticipated  to 
be  convened  in  early  spring.  It  now  appears  that  this  conference  wrill  not  be 
convened  until  later  in  the  fiscal  year  and  a portion  of  the  costs  will  be  charge- 
able to  fiscal  year  1960  funds.  Thus,  it  appears  that  the  reduction  can  be 
absorbed. 

INTERNATIONAL  BOUNDARY  AND  WATER  COMMISSION,  UNITED  STATES  AND  MEXICO, 

OPERATION  AND  MAINTENANCE 


The  House  bill  includes  $851,600  for  emergency  flood  repair  work  on  the  Rio 
Grande  River.  This  is  a reduction  of  $60,000  below  the  amount  requested.  How- 
ever, the  Department  believes  that  adjustments  can  be  made  in  the  program  for 
all  operation  and  maintenance  work  so  as  to  accomplish  the  necessary  repairs 
within  the  funds  provided. 

As  indicated  previously,  the  Department  believes  that  by  rigid  economy  and 
deferral  of  certain  items  operations  can  be  carried  on  with  the  sums  provided 
in  the  House  bill  and  does  not  request  any  amendment  thereto. 

We  will  be  pleased  to  furnish  any  additional  information  your  committee 
may  desire. 

Sincerely  yours, 


Loy  W.  Henderson, 

Deputy  TJnder  Secretary  for  Administration 

(For  the  Acting  Secretary  of  State). 
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Department  of  State 

Analysis  of  amounts  requested  and  House  allowance,  2d  supplemental 
appropriation  bill,  1959,  H.R.  5916 


Appropriation 


Amount 

requested 


House 

allowance 


Reduction 


TITLE  I 


Salaries  and  expenses 

Emergencies  in  the  diplomatic  and  consular  service. 

Contributions  to  international  organizations 

Int  ( i rrational  contingencies 

International  Boundary  and  Water  Commission,  United 

States  and  Mexico:  Operation  and  maintenance 

Payment  to  Philippine  Government 

Total,  title  I 


TITLE  II 


$6. 875, 000 
995,  000 
4 943, 146 
$ 200,  000 

991  500 
23,  ,862,  751 


38,  867,  397 


$6.  664, 900 
495.  000 
4,  943, 146 
1, 100,  000 

931,  500 
23,  862,  751 


37,  997,  297 


-$210, 100 
-500,  000 

’-166, '555 

-60,  ooo 

-870, 100 


Missions  to  international  organizations 

International  Boundary  and  Water  Commission, United 

States  and  Mexico:  Salaries  and  expenses 

American  sections,  international  commissions 

International  fisheries  commissions 

Passamaquoddy  tidal  power  survey 

International  educational  exchange  activities 

Total,  title  II - 

Total,  Department  of  State — 


98,200 

49,000 
16, 800 
18.  800 
6.  600 
300,  000 


98,200 

49,  000 
16,  800 
18,  800 
6,  600 
300,  000 


489,  400 


489,  400 


39, 356,  797 


38, 486,  697 


-870, 100 


Salaries  and  expenses 


Supplemental  request $6,  875,  000 

House  allowance 6,  664,  900 

Appropriation  to  date 102,  300,  000 

Obligation  to  Dec.  31,  1958 54,  651,  862 

Expenditures  to  Dec.  31,  1958 43,  487,  778 

Budget  estimate  next  fiscal  year 119, 100,  000 

Employment : 

Average  number  current  appropriation 13,  318 

Number  involved  this  estimate 107 

Actual  employment  Dec.  31,  1958 12,  825 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  supplemental  estimate  provides  for  (1)  strengthening  the  Department’s 
ability  to  cope  with  increasing  world  Communist  political  and  economic  activity, 
(2)  establishment  of  a diplomatic  mission  at  Conakry,  Guinea,  (3)  issuance  of 
special  nonquota  immigrant  visas  to  Portuguese  citizens  in  the  Azores  Islands 
and  visas  to  Dutch  nationals  as  authorized  by  Public  Law  85-892,  (4)  screen- 
ing refugees  and  escapees,  (5)  screening  and  processing  of  nonpreference  Polish 
visa  cases,  (6)  wage  board  increases,  (7)  increased  Foreign  Service  communi- 
cation costs,  and  (8)  increased  Pay  Act  costs  resulting  from  the  enactment  of 
Public  Law  85-462. 
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Summary  of  increased  requirements , by  program 


Positions 

Domestic 

FoT-ei'Tn 
Servce 
Arr  eri- 
cans 

Foreign 

Service 

locals 

Total 

Amount 

required 

Strengthening  of  Department’s  ability  to  cope  with 
increasing  world  Communist  political  and  eco- 
nnmic  activity  

36 

36 

$141.  000 
128,  471 

Establishment  ” of  diplomatic  mission,  Conakry, 
Guinea  

4 

2 

6 

Public  Law  85-892  special  immigration  program 

4 

13 

17 

23. 465 

ppj-p^riinsr  of  rp.fncees  and  escapees  

5 

15 

20 

31.  028 
31. 173 

X'rmp'-pfp-pncp  Polish  visas  

3 

25 

28 

Wavp  hoard  increases  _ 

25.  863 

Increased  Foreign  Service  communications  costs 

438,  000 

Subtotal  

36 

16 

55 

107 

819,  000 

Increased  Pav  Act  costs  fPublic  Law  85—462) 

6,  014,  900 
41, 100 

Allowance  increases  related  to  increased  Pay  Act 
costs  

Total  

36 

16 

55 

107 

6,  875.  000 

Strengthening  of  the  Department' s ability  to  cope  with  increasing  world  Communist 

political  and  economic  activity  ($141,000) 


Number  of 
positions 

Annual  rate 

Office  of  the  Under  Secretarv  for  Economic  Affairs 

12 

$115,  671 
74,  736 
157,  666 

Office  of  the  Deputv  Lender  Secretarv  for  Political  Affairs 

7 

Bureau  of  European  Affairs 

17 

Total,  number  of  permanent  positions  and  annual  rate 

36 

348.  073 

Deduct  lapse 

-27 

-261,  491 

Net  permanent  personal  services 

9 

86,  582 
4.  500 

Miscellaneous  salarv  expenses  (when-actually-employed  consultants) 

Nonsalarv  expenses 

49,  918 

Total  net  funds  required _ 

141,  000 

Establishment  of  diplomatic  mission  at  Conakry , Guinea  ($128,471) 


Foreign 

Service 

American 

positions 

Foreign 

Service 

local 

positions 

Total  For- 
eign Service 
positions 

Net  per- 
sonal 
service 
costs 

Permanent  positions,  Bureau  of  African  Affairs 

Nonsalarv  costs,  Bureau  of  African  Affairs  

4 

2 

6 

$18, 032 
94, 048 

Total,  Bureau  of  African  Affairs...  ..  . 

Activities  of  Deputy  Assistant  Secretary  for  Personnel.. 

4 

2 

6 

112, 080 
14. 027 
2.  364 

Activities  of  Deputy  Assistant  Secretary  for  Operations. 
Total,  net  funds  required.  

128,  471 

Public  Law  85-892  special  immigration  program  ($23,465) 

Public  Law  85-892,  approved  September  2,  3958,  authorizes  the  issuance  of 
special  nonquota  immigrant  visas  to  Portuguese  citizens  in  the  Azores  Islands 
made  homeless  by  earthquakes,  as  well  as  visas  to  Dutch  nationals  displaced 
from  Indonesia.  The  humanitarian  intent  of  this  legislation  will  not  be  realized 
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if  processing  of  the  considerable  number  of  anticipated  visa  applications  is 
delayed. 


Americans 

Locals 

Total 

Net  personal 
service  costs 

Bureau  of  European  Affairs: 

Additional  positions  for  consulate  general, 
Rotterdam,  The  Netherlands 

2 

8 

10 

$8, 353 
. 7, 112 

Additional  positions  for  consulate,  Ponta 
Delgada,  Azores 

2 

5 

7 

Total  positions  and  net  funds  required, 
Bureau  of  European  Affairs 

4 

13 

17 

15,465 
8, 000 

Activities  of  Deputy  Assistant  Secretary 
for  Personnel  

Total  net  funds  required 

23, 465 

Screening  of  refugees  and  escapees  ($31,028) 

In  accordance  with  the  recommendation  of  the  National  Security  Council, 
special  security  criteria  formulated  by  the  Interdepartmental  Committee  on 
Internal  Security  for  the  screening  of  applicants  under  the  special  immigration 
program  became  applicable,  in  August  1958,  to  all  refugees  and  escapees  seeking 
to  enter  the  United  States.  To  serve  both  the  interests  of  security  and  of  ex- 
panded, selective  immigration,  prompt  processing  of  these  cases  is  necessary  and 
requires  additional  personnel. 


Americans 

Locals 

Total 

Net  personal 
service  costs 

Bureau  of  European  Affairs,  additional  staff 
required  at — 

Vienna  _ . 

1 

3 

4 

$4, 707 
4, 616 
3, 440 
6, 015 

Naples  _ _ _.  

1 

3 

4 

TVTnmeh  

1 

3 

4 

Frankfurt  . 

2 

6 

8 

Total  positions  and  net  funds 

5 

15 

20v 

18, 778 
2, 250 

Other  expenses  . . 

Net  fimd^  Bureau  of  European  Affairs 

21, 028 
10,000 

Activities  of  Deputy  Assistant  Secretary 
for  Personnel  _ 

Total  net  funds  required  

31,028 

'Nonpreference  Polish  visas  ($31,173) 

The  recision  by  the  Attorney  General  in  August  1958,  of  sanctions  against 
Poland  under  section  243  of  the  Immigration  and  Nationality  Act  reopened  regis- 
tration at  Warsaw  under  the  nonpreference  portion  of  the  Polish  quota.  This 
has  necessitated  the  screening  and  processing  of  cases  remaining  active  among 
some  40,000  previous  registrations,  in  addition  to  the  routine  tasks  created  by 
the  Polish  public’s  reawakened  interest  in  the  possibility  of  emigrating  to  the 
United  States. 


Bureau  of  European  Affairs,  additional  staff 
requirement: 

Warsaw. - 


Total  positions  and  net  funds. 
Other  expenses 


Net  funds,  Bureau  of  European  Affairs... 
Activities  of  Deputy  Assistant  Secretary 
for  Personnel 


Total  net  funds  required. 


Americans 


Locals 


25 


25 


Total 


28 


28 


Net  personal 
service  costs 


$9,260 


9,260 
15, 913 


26,173 

6,000 


31, 173 
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Wage  board  increase  ($25,863) 

An  increase  is  required  to  provide  wage  increases  ranging  from  5 to  20  cents 
per  hour  for  approximately  80  lithographic  wage  board  employees  which  became 
effective  September  21, 1958. 

Effective  January  11,  1959,  a general  wage  board  increase  of  11  cents  an  hour 
was  made  for  craft,  trade,  and  manual  labor  employees  other  than  lithographic 
and  duplicating  machine  operators. 

The  total  increased  cost  for  fiscal  year  1959  will  be  $25,863. 


Increased  Foreign  Service  communications  costs  ($438,000) 

Telegraphic  costs  paid  at  field  posts  : 

An  increased  communications  cost  has  been  caused  by  the  sharply 
rising  rate  of  obligations  for  Moscow  telegraphic  costs,  experi- 
enced since  July  1,  1958,  and  occasioned  by  recurring  inter- 


national crises $25,  000 

Similarly,  the  continuing  critical  political  situation  in  the  Middle 
East  has  generated  more  telegraphic  traffic  from  that  area,  and 
it  is  anticipated  that  this  higher  volume  in  reporting  will  continue 
through  fiscal  year  1960.  This  increased  cost  in  communications- 
for  fiscal  year  1959  is  estimated  at 100,  000 


Telegraphic  costs  paid  in  Washington  : 

To  provide  funds  to  cover  international  rate  increases,  applicable 
to  messages  originating  in  the  United  States,  effective  Aug.  1, 

1958,  estimated  at  $6,800  per  month,  for  11  months 74,  800 

To  provide  additional  funds  to  cover  volume  of  telegraphic  traffic 
in  fiscal  year  1959,  projected  on  current  statistics,  which  reveal 
that  costs  are  running  at  a rate  of  approximately  $19,000  per 
month  in  excess  of  fiscal  year  1959  estimates 225,  200 


Total 300,000 

Courier  travel  expenses : To  provide  funds  required  to  cover  increased 
costs  of  travel,  per  diem,  and  excess  baggage  attributable  to  the  Mid- 
east crisis,  due  to  loss  of  normal  ticket  purchase  procedures 13,  000 


Subtotal 313,  000 


Grand  total  estimate  for  increased  communications  costs  is 438, 000 

Increased  pay  act  costs  ($6,056,000) 


The  estimate  provides  for  $6,014,900  for  the  salary  costs  pursuant  to  Public 
Law  85-462,  and  $41,100  for  allowances  directly  related  thereto.  The  estimate 
is  based  on  actual  obligations  for  the  first  part  of  the  year  and  a projection  of 
the  payrolls  for  the  balance  of  the  fiscal  year. 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase 

$10, 904, 835 

$10, 958, 179 

$53,344 

81, 620,  546 

82, 352,431 

731,885 

1, 757, 044 

1, 757, 044 

. r 

1, 434, 250 

1, 434, 250 

3,-754, 494 

3,  754,  494 

11, 507,  872 

11,  582, 743 

74,  871 

-1, 695, 623 

-1, 695, 623 

-6, 014, 900 

6,014,900 

103,  268,  518 

110, 143,  518 

6, 875, 00 

Program  by  activities: 

1.  Executive  direction  and  policy  formulation 

2.  Conduct  of  diplomatic  and  consular  relations  -with 

foreign  countries 

3.  Conduct  of  diplomatic  relations  with  international 

organizations 

4.  Domestic  public  information  kid  liaison ... 

5.  Central  program  services— 

Administrative  and  staff  activities 

7.  1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases 

Total  direct  obligations 
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Object  classification 


Presently 

available 

Revised 

estimate 

Increase 

Direct  obligations: 

Personal  services 

$82, 876,  193 
8,  262,  974 
4,  601,369 
3, 180, 105 
2,  058, 174 
778,  612 
3, 096,  448 
130,  950 
1,  765, 187 

1,  651,  541 

2,  525,  251 

21,  470 
30,  767 
-1,  695,623 
-6,  014,  900 

(fcfia  nor;  ’779 

$219,  580 
18, 810 
36, 368 
445,  039 
40, 982 
266 
13,  377 
15, 000 
6,  464 
63,486 

79ft 

Travel 

•POvJvli/Uj  lit} 
ft  9ft1  7Q/1 

Transportation  of  things 

d AQ7  7Q7 

Cornm unication  services 

*1  DO  if  1 0 1 

9 fiOH  144 

Kents  and  utility  services 

9 HQQ  1 ZfK 

Printing  and  reproduction 

Ay  KJiyVy  xou 
77ft  Q7ft 

Other  contractual  services.. 

3, 109, 825 
145,  950 

1 771  A*1 

Services  performed  bv  other  agencies 

Supplies  and  materials 

Equipment 

Ij  i 1 J.  y Udi 
1 71  p;  D97 

Grants,  subsidies,  and  contributions 

Ay  • I Of  UZ 1 

2,  525,  979 
21,  470 
30,  767 
-1,  695,623 

Refunds,  awards,  and  indemnities. 

Taves  and  assessments 

1959  program  obligated  in  1958. ..  

Supplemental  required  for  pay  increases..  _. 

6,  014,  900 

Total  direct  obligations 

103, 268,  518 

110, 143,  518 

6,  875, 000 

Emergencies  in  the  Diplomatic  and  Consular  Service 


Supplemental  request $995,  000 

House  allowance 495’  qoo 

Appropriation  to  date ooo!  000 

Obligation  to  Dec.  31,  1959 I ’ 630’  898 

Expenditures  to  Dec.  31.  1959 432,  694 

Budget  estimate  next  fiscal  year 1,  ooo!  000 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Additional  funds  are  requested  to  provide  the  costs  of  emergency  projects  and 
evacuation  of  dependents  of  Foreign  Service  personnel  from  certain  countries 
in  the  Middle  East  and  for  special  project  planning  for  the  preservation  of  life 
or  property. 

Following  is  a summary  of  emergency  evacuation  costs  by  post  and  by  type 
of  expense : 


Lebanon 

Iraq 

Jordan 

Rome 

Total 

Allowance  and  differential: 

O’  ertime.-  ...... ...  

$120,  694 
11,473 
44,  448 

$8, 993 

$8, 993 
250, 856 
22,  308 
72,  768 

Snecial  cost-of-living  allowance.. 

Separation  allowance.  ...  ...  . . 

Hardship  differential 

$112,  576 
10, 236 
28,  320 

$17, 586 
599 

Subtotal ...  ' . 

Travel ... 

151,132 
49, 955 

176, 615 
62, 699 

18, 185 
7,  469 

8, 993 

18, 672 
1,280 

354, 925 
120,  123 
18, 672 
1,280 

Contractual  services..  ....  ... 

Supplies  and  materials  . . . . 

Total 

201,087 

239, 314 

25, 654 

28, 945 

495, 000 

Contributions  to  international  organizations 

Supplemental  request 

House  allowance 

Appropriation  to  date 

Obligation  to  Jan.  31,  1959 

Expenditures  to  Jan.  31,  1959- 
Budget  estimate  next  fiscal  year 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  APPROPRIATION. 

The  amount  requested  of  $4,943,146  consists  of  the  U.S.  share  of  the  assessed 
portion  of  the  costs  of  financing  the  United  Nations  Emergency  Force  (UNEF) 
for  the  calendar  year  1959. 


$4, 943, 146 
4,  943, 146 
41,  827,  453 
39,  979, 627 
38,  812,  393 
48,  345,  000 
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Program,  by  activities 


Presently 

available 

Revised 

estimate 

Difference, 
increase 
(+)  or  de- 
crease (— ) 

United  Nations  and  specialized  agencies: 

1 United  Nations  

$16,  562, 250 
15,  436,  264 

$21,  505,  396 
15,  436,  264 

+$4, 943, 146 

? Speoiali7ed  agencies  _ __  

Subtotal 

31, 998,  514 

36, 941, 660 

-K  943, 146 

Reason  for  supplemental 

The  13th  Session  of  the  General  Assembly  of  the  United  Nations  voted  to  con- 
tinue the  United  Nations  Emergency  Force  (UNEF)  for  service  in  the  Middle 
East  and  authorized  the  Secretary  General  to  enter  into  commitments  during  the 
calendar  year  1959  in  the  amount  of  $19  million.  The  Assembly  provided  that, 
after  taking  into  account  pledges  of  special  assistance,  the  balance  of  the  1959 
requirements  should  be  apportioned  among  the  member  states  in  accordance  with 
the  1959  scale  of  assessments.  Special  assistance  in  the  amount  of  $3,795,000 
was  pledged  by  the  end  of  the  calendar  year  1958,  leaving  an  amount  of  $15,205,000 
to  be  met  by  assessments  against  all  United  Nations  member  states. 

The  United  Nations  has  an  urgent  need  for  cash  in  order  to  meet  expenditures 
for  the  force  after  January  1,  1959,  and  has  requested  the  payment  of  assess- 
ments at  the  earliest  possible  date.  No  provision  for  this  part  of  the  U.S.  con- 
tribution to  the  United  Nations  was  included  in  the  fiscal  year  1959  Appropria- 
tion Act  since  the  required  General  Assembly  action  was  not  taken  until  after 
enactment  into  law  of  that  appropriation. 

Computation  of  estimate 

The  U.S.  share  of  the  $15,205,000  assessment  for  1959  at  32.51  percent  amounts 
to  $4,943,146. 

Statutory  authorization 

Public  Law  264,  79th  Congress,  approved  December  20,  1945,  as  amended  by 
Public  Law  341,  81st  Congress,  approved  October  10, 1949  (22  U.S.C.  287,  287a-f)  ; 
Charter  of  the  United  Nations  ratified  by  the  United  States  August  8,  1945 
(T.S.993). 

International  contingencies 


Supplemental  request $1,  2rv0.  000 

House  allowance 1, 100,  000 

Appropriation  to  date 1,  600.  000 

Obligations  to  Jan.  31,  1959 1,  352. 178 

Expenditures  to  Dec.  31,  1958 687,  024 

Budget  estimate  next  fiscal  year 2,  800,  000 


PURPOSE  AXD  NEED  FOE  SUPPLEMENTAL  FUNDS 

Additional  funds  in  the  amount  of  $1,200  000  are  requested  to  finance  the  con- 
ference program  during  the  remainder  of  this  fiscal  year.  A number  of  signif- 
icant international  conferences  have  already  taken  place,  are  now  in  process,  or 
are  planned  for  the  near  future,  which  were  not  anticipated  by  the  Department 
when  it  presented  its  budget  last  year,  nor  were  they  in  prospect  when  the  ap- 
propriation was  enacted  into  law  by  the  Congress. 

Some  of  the  major  items  necessitating  this  reouest  are  the  emergency  session 
of  the  United  Nations  General  Assembly  (New  York)  : nuclear  test  suspension 
discussions  (two  meetings — Geneva)  : Inter-American  Foreign  Ministers’  Meet- 
ing (Washington)  : Conference  on  the  Problem  of  Surprise  Attack  (Geneva)  ; 
U.S.  host  costs  for  12th  session  of  the  Assembly  of  International  Civil  Avia- 
tion Organization  (authorized  by  Public  Law  85-448 — San  Diego)  : a pending 
International  Conference  on  Antarctica,  and  a possible  foreign  ministers  meeting. 

The  1959  appropriation  of  $1,600,000  is  two-thirds  of  the  $2,400,000  the  Depart- 
ment renuestod.  The  Department  has  operated  the  conference  program  in  the 
manner  it  believes  to  be  in  the  best  national  interest.  The  size  of  tho  official 
U.S.  delegations  financed  bv  this  appropriation  have  been  kept  at  a minimum, 
as  have  supporting  staff  and  services.  Government  personnel  in  posts  neigh- 
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boring  the  sites  of  the  conferences  have  been  utilized  to  the  fullest  and  only 
expert  personnel  have  been  sent  from  Washington.  Berth  accommodations 
for  travelers  have  been  eliminated  on  flights  of  less  than  18  hours’  dura- 
tion. However,  increasing  costs,  conferences  lasting  longer  than  anticipated, 
and  new  activities  which  had  developed  since  enactment  of  the  fiscal  year  1959 
appropriation  cause  the  Department  to  request  supplemental  funds. 


Program  by  activities 


Presently 

available 

Revised 

estimate 

Decrease  (— ) 
or  in- 
crease (-f) 

1.  Participation  in  international  conferences: 

(a)  Meetings  of  international  organizations 

(fti  Other  international  conferences  

S939,  545 
358,  755 

SI,  581, 450 
890, 650 

+$641,905 
+531,  895 

Total  participation  in  international  conferences... 

2.  U.S.  missions  on  special  assignment: 

(а)  United  States-Italian  Conciliation  Commission 

(б)  United  States-Japanese  Property  Commission 

Total  participation  in  U.S.  missions  on  special 
assignment 

1,  298, 300 

2, 472, 100 

+1, 173, 800 

45.000 
12,  000 

45,000 

11,200 

-800 

57,000 

56,200 

-800 

3.  Contribution  to  new  or  provisional  international  organiza- 
tions: 

Baghdad  Pact 

125,000 

125.000 
15,000 
13;  200 

102.000 
12.500 

3.700 

300 

Coffee  Studv  Group  . 

+15,000 

+12,000 

Central  Commission  for  the  Rhine  River 

General  Agreement  on  Tariffs  and  Trade . 

International  Cotton  Advisorv  Committee 

International  Rubber  Study  Group 

International  Seed  Testing  Association 

Total  participation  in  provisional  international  organ- 
izations. . 

13,200 
90,000 
12,500 
3,  700 
300 

244,700 

271,  700 

+27,000 

Total  obligations  

1,600,000 

2,  800,000 

+1,200,000 
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Summary  of  obligations 


Fiscal  year  1959 


Activity 

Obligations 
Julyl-Jan. 31 

Estimated 
requirements 
Feb.  1- 
June  30 

Total  esti- 
mates 

I.  Participation  in  international  conferences: 

(a)  Meetings  of  international  organizations: 

1.  UN  organs  and  subsidiary  bodies: 

General  Assembly... 

$456,273 
53, 075 
75 
1,560 
2, 450 

$4,100 
67,900 
500 
5,  500 

$460,373 
120, 975 
575 
7,060 
2,450 

Economic  and  Social  Council 

Security  Council..  

Trusteeship  Council 

International  Court  of  Justice 

Total,  UN.  organs  and  subsidiary  bodies.. 

2.  Specialized  agencies  of  the  U.X.: 

Food  and  Agriculture  Organization 

International  Civil  Aviation  Organization. . 

International  Labor  Organization ... 

Intergovernmental  Maritime  Consultative 
Organization,  ._  

513,  433 

78,000 

591,433 

19,  719 
56,  762 
7,  550 

21,800 
44,  675 

73, 114 
4.300 
5,  455 
5, 360 

12,602 

234,600 

61,200 

32,  321 
291.  362 
68,  750 

21,800 
134, 075 

76, 814 
32, 100 
16,  455 
14,500 

International  Telecommunication  Union 

UN.  Educational,  Scientific  and  Cultural 

Organization 

"World  Health  Organization 

World  Meteorological  Organization. 

Investigations— ILO  and  WHO 

Total,  specialized  agencies  of  the  UN 

3.  Other  international  organizations: 

Inter- Ame  riean. 

Scientific  Unions 

89,400 

3,  TOO 
27,800 
11.000 
9, 140 

238,735 

449,  442 

688, 177 

33.  671 
8.  526 
24.500 
23.225 
106,  718 

24,400 

58, 071 
8,  526 
36.000 
25.  825 
173,  418 

Commodities 

Fisheries 

Others 

11,500 

2,600 

66,700 

Total,  other  international  organizations... 

Total,  international  organizations. 

( b ) Other  international  ennferennes  ..  . 

196,640 

105,200 

301,840 

948,808 

632.642 

1,  581,  450 

335,450 

555,  200 

890,  650 

Total,  participation  in  international  conferences.  ... 
n.  U.S.  missions  on  special  assignments 

1,  284,  258 
28,800 

39, 120 

1. 187, 842 
27,400 

232,580 

2,  472, 100 
56,200 

271, 700 

HI.  Participation  in  new  or  provisional  international  organi- 
zations— contributions 

Total 

1,  352, 178 

1,  447,  822 

2,800,000 
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Object  classification 


Presently 

available 

Revised 

estimate 

Difference 
increase 
(+),  or  de- 
crease (— ) 

Total  number  of  permanent  positions 

6 

6 

Full-time  equivalent  of  all  other  positions 

3 

4 

+1 

Average  number  of  all  employees 

8 

8 

Number  of  employees  at  end  of  year 

5 

5 

Personal  services: 

Permanent  positions 

$33, 000 
40, 000 

$33. 000 
62, 000 

Positions  other  than  permanent 

+$22, 000 

Other  personal  services 

16, 000 
89, 000 

16, 000 
111,000 

Total  personal  services— _ 

+22,000 

Travel 

1, 003, 000 

1, 750, 400 

+747,  400 

Transportation  of  things 

5, 000 
10, 000 

10, 000 

+5,000 

Communication  services 

35,  000 

+25, 000 

Rents  and  utility  services 

20, 000 

100, 000 

+80, 000 

PrL  ti  ig  and  reproduction 

2. 400 

5, 000 

+2, 600 

Oth  r contractual  services - . 

76,  800 

340, 800 

+264, 000 

Services  performed  by  other  agencies 

73, 200 

68,  200 

-5, 000 

Representation  and  entertainment 

60, 000 

70, 000 

+ 10,000 

Supplies  and  materials 

10, 000 

26, 000 

+16, 000 

Equipment...  ...  . 

4, 000 

8,  400 

+4,  400 

Giants,  subsidies,  and  contributions 

246, 200 

273,  200 

+27, 000 

Taxes  and  assessments 

400 

2, 000 

+1, 600 

Total  obligations  1 — 

1, 600, 000 

2, 800, 000 

+1, 200, 000 

1 Distribution  based  on  1958  experience. 


International  Boundary  and  Water  Commission,  United  States  and  Mexico, 

operation  and  maintenance 


Supplemental  request $991,  500 

House  allowance 931,  500 

Appropriation  to  date 1,  570,  000 

Obligations  to  Jan.  31,  1959 1,  085, 905 

Expenditures  to  Jan.  31,  1959 875,  611 

Budget  estimate  next  fiscal  year 2, 160,  000 


Employment : 

Average  number  current  appropriation 245 

Number  involved  this  estimate 60 

Actual  employment  Dec.  31,  1958 236 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

This  estimate  of  $991,500  in  fiscal  year  1959  is  to  provide  funds  in  the  amount 
of  $38,400  to  cover  wage  board  increases  granted  during  the  current  year  to 
employees  performing  work  in  the  El  Paso,  lower  Rio  Grande,  and  the  Falcon 
Dam  and  powerplant  projects,  to  provide  an  amount  of  $41,500  for  increased 
pay  costs  occasioned  by  Public  Law  85-462,  and  to  provide  an  additional  amount 
of  $911,600  as  a result  of  the  recent  recordbreaking  flood  experienced  on  the  Rio 
Grande  below  Falcon  Dam  and  the  September  flood  on  the  Rio  Grande  in  the 
El  Paso  projects.  The  latter  funds  will  be  used  for  replacement  of  $250,000  in 
the  operation  and  maintenance  appropriation  which  has  been  expended  for 
emergency  flood  fighting  and  repairs,  and  replacement  of  $661,600  in  the  con- 
struction appropriation  expended  and  estimated  to  be  expended  for  immediate 
repnir  of  damaged  works. 

The  devastating  floods  caused  great  damage  to  various  flood  control  structures 
maintained  by  the  Commission.  The  flood  damage  to  these  structures  consti- 
tutes a grave  risk  to  life  and  property  along  the  river  in  the  event  of  further 
heavy  rains.  The  situation  is  particularly  critical,  since  all  reservoirs  on  the 
Mexican  side  of  the  river  are  filled  and  the  joint  multiple-purpose  storage  pro- 
vided by  Falcon  Dam  is  filled  to  the  top  of  conservation  level.  It  is  thus 
essential  that  damage  to  the  protective  works  be  repaired  immediately. 
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Lowei'  Rio  Grande  flood  control  project 

As  a result  of  heavy  rains  of  unprecedented  duration  on  portions  of  the 
Rio  Grande  watershed  in  September,  October,  and  November  1958,  the  two 
lowermost  major  reservoirs  on  the  watershed,  the  international  Falcon  Reservoir 
on  the  Rio  Grande  and  Mexico’s  Marte  R.  Gomez  Reservoir  on  the  tributary 
Rio  San  Juan  which  enters  the  Rio  Grande  below  Falcon,  filled  and  record 
spills  were  required  to  preserve  the  safety  of  the  dams.  The  concurrent  spills 
from  the  two  reservoirs  were  added  to  by  floodwaters  which  poured  into  the 
Rio  Grande  from  the  Rio  Alamo,  another  Mexican  tributary  which  also  enters 
the  river  below  Falcon.  The  combined  flows,  producing  at^Rio  Grande  City  a 
flood  peak  of  100,000  cubic  feet  per  second,  and  over  60,000  cubic  feet  per  second 
for  near  record  duration  of  8 days,  severely  tested  for  the  first  time  since 
their  construction  in  1932  the  levee  protective  works  and  floodways  on  the 
U.S.  and  Mexican  banks  of  the  river  in  the  lower  Rio  Grande  Valley. 

On  the  Mexican  side,  certain  levees  failed  and  others  were  breached  to  save 
cities,  resulting  in  flooding  of  75,000  to  100,000  acres  of  irrigated  lands.  This 
necessitated  moving  and  providing  care  for  some  8,000  people  who  were  located 
in  the  flooded  area.  On  the  U.S.  side,  the  main  levees  both  along  the  river  and 
floodways  aggregating  256  miles,  held  and  saved  damages  in  this  country  esti- 
mated at  more  than  $50  million.  In  addition  to  damages  to  the  protective  works 
itemized  on  the  following  pages,  developed  lands  in  the  designed  floodways 
were  inundated  and  rainwater  accumulating  on  adjoining  land  could  not  drain 
into  the  floodways. 

El  Paso  Rio  Grande  projects 

Heavy  rains  on  the  contributory  watersheds  to  the  Rio  Grande  below  Elephant 
Butte  Dam  on  September  13  and  14,  1958,  caused  extreme  highwater  stages 
along  the  Rio  Grande  from  immediately  below  Caballo  Reservoir  in  New 
Mexico  to  Quitman  Canyon  in  Texas,  a distance  of  approximately  200  miles. 
Although  no  property  damage  occurred  along  the  aforementioned  reach  of  river, 
which  comprises  the  El  Paso  projects,  considerable  damage  was  caused  to 
revetted  reaches  of  the  channel  banks.  In  order  to  keep  the  projects  at  their 
designed  efficiency  the  flood  damaged  portions  are  being  replaced  as  quickly 
as  possible. 

The  total  amount  of  $112,022  available  in  the  Rio  Grande  emergency  flood 
protection  appropriation  was  exhausted  during  the  early  stages  of  the  flood 
fighting  and  it  was  necessary  to  allot  funds  in  the  amounts  of  $250,000  from 
the  operation  and  maintenance  appropriation,  and  $661,600  from  the  construc- 
tion appropriation  to  enable  continuation  of  the  flood  fighting  and  make  urgently 
needed  repairs  to  works  damaged  by  the  floodwaters. 

Increased  Pay  Act  costs  ($41,500) 

It  has  been  necessary  to  reduce  employment  from  the  July  1958  level  of  238 
positions  to  231  positions  to  stay  within  funds  available  for  personal  services 
and  related  costs.  This  is  11  percent  below  the  total  of  260  positions  authorized 
and  required  to  maintain  the  projects  at  proper  standards.  To  absorb  any 
part  of  the  increased  costs  would  require  a further  reduction  in  force  which 
would  cause  a serious  and  costly  delay  in  performance  of  the  work  items.  Such 
a delay  would  be  especially  significant  at  this  time  since  the  recent  floods  oc- 
curring on  the  Rio  Grande  have  increased  the  workload  in  excess  of  the 
normal  requirements. 

In  determining  the  estimated  costs,  U.S.  General  Accounting  Office  salary 
table  No.  39,  approved  June  20,  1958,  was  used  to  compute  the  actual  increased 
cost  for  each  employee  on  the  rolls.  Unfilled  positions  were  not  considered  in 
this  computation.  The  payroll  for  the  period  ending  November  29,  1958, 
covering  231  permanent  employees,  amounted  to  $42,333,  or  $1,100,671  on  a per 
annum  basis. 
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DAMAGES  TO  LOWER  RIO  GRANDE  FLOOD  CONTROL  PROJECT 


Item  No . 

1 . Levee  repairs : Cost  Feature  cost 

(а)  Repairing  breaks  in  King  Ranch  levee $10,  000 

(б)  Levee  road  blading 15,  000 

(c)  Levee  slope  repair  due  to  breaching 60,  000 

( d ) Repair  of  reaches  of  levee  badly  cracked 25,  000 

(e)  Place  berms  in  reaches  of  levee  where  seepage 

occurred 82,  000 

(/)  Raising  existing  north  levee  1 mile 17,  000 


2.  Floodway  repairs: 

(а)  Pilot  channel  cleanout  and  repair 70,  000 

(б)  Lateral  drain  cleanout 12,  500 


3.  Structure  repair: 

(а)  Levee  culverts  cleanout,  inspection,  and  repair.  _ 32,  500 

(б)  Pilot  channel  bridges,  repair  and  replacement 50,  000 

82,  500 

4.  Revetment:  (a)  Repairs 75,  000 


5.  Clearing: 

(а)  Arroyo  Colorado 146,  000 

(б)  North  floodway 45,  000 

— — 191,  000 


Subtotal,  damages 640,  000 

6.  Engineering  services:  (a)  Field  and  office $36,  800 

36,  800 


Subtotal,  lower  Rio  Grande 676,  800 

DAMAGES  TO  EL  PASO  RIO  GRANDE  PROJECT 

Revetment:  (a)  Repairs $136,  000 

$136,  000 

Total  cost  of  flood  fighting  and  damages 911,  600 


Program  by  activities 


1959  presently 
available 


1959  revised 
estimate 


Increase 


Operating  costs: 

1.  El  Paso  projects 

2.  Lower  Rio  Grande  flood  control  project. 

3.  Falcon  Dam  and  powerplant 

4.  International  gaging  stations 

5.  Rio  Grande  emergency  flood  protection. 
Supplemental  required  for  pay  increases. . . 


Total  operating  costs 

6.  Unfunded  adjustments  to  total  operating  costs:  De- 
preciation included  above  (— ) 


Net  operating  costs,  funded. 
Capital  outlay: 

7.  Replacement  of  equipment 


Total  costs,  funded 

8.  Relation  of  costs  to  obligations:  Costs  financed  from 
obligations  of  other  years,  net  (— ) 


Total  program  (obligations). 


$582,  690 
459, 300 
247,  610 
262,  000 


-41, 500 


1,  510, 100 
-111,  500 


1, 398,  600 
165, 800 


1, 564, 400 
-116, 805 


1, 447, 595 


$602,  390 
473,  500 
252, 110 
262, 000 
911,  600 


2,  501,  600 
-111,  500 


2,  390, 100 
165,  800 


2, 555,  900 
-116, 805 


2,  439, 695 


$19,  700 
14,  200 
4, 500 

*911, '600 
41, 500 


991, 500 


991, 500 


991, 500 


991,  500 
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Object  classification 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

Personal  services: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services... 

Travel 

Transportation  of  things. 

Communication  services 

Rents  and  utility  services. 

Printing  and  reproduction 

Other  contractual  services 

Supplies  and  materials 

Equipment 

Lands  and  structures 

Grants,  subsidies,  and  contributions:  Contributions  to  retire- 
ment fund 

Taxes  and  assessments 

1959  appropriation  available  in  1958 

Supplemental  required  for  pay  increases... 

Subtotal 

Deduct  charges  for  quarters 

Total  obligations 


Presently 

Revised 

Increase 

available 

estimate 

260 

320 

60 

6 

18 

12 

245 

311 

66 

245 

288 

43 

$1,  086,  355 

$1,  297,  355 

$211, 000 

18,  350 

53,  350 

35,  000 

18, 985 

32, 985 

14,  000 

1, 123,  690 

1,  383,  690 

260,  000 

4,  050 

5,  050 

1,  000 

7,  550 

7,  550 

16, 150 

16, 150 

14,  200 

14,  200 

50 

50 

15,  020 

200,  020 

185,  000 

210,  000 

460,  000 

250,  000 

172,  500 

172,  500 

250,  000 

250,  666 

65,  440 

67, 440 

2,  000 

850 

2,  850 

2,  000 

-122,  405 

-122,  405 

-41,  500 

41,  500 

1,  465,  595 

2,  457, 095 

991,  500 

-18,  000 

-18,000 

1, 447,  595 

2, 439,  095 

991, 500 

Payment  to  the  Philippine  Government 


Supplemental  request $23,862,  751 

House  allowance 23,  862,  751 


JUSTIFICATION 


An  appropriation  of  $23,862,750.78  is  requested  to  restore  the  value  of  certain 
Philippine  Government  deposits  in  the  United  States  to  the  January  31,  1934, 
value  as  authorized  by  the  act  of  June  19,  1934  (48  Stat.,  1115  Public  Law 
73-419).  _r 

On  January  30,  1934,  the  Philippine  Government  deposits  in  the  United.  States,, 
of  gold  standard  and  Treasury  certificate  funds  amounted  to  $56  million. 

The  Presidential  proclamation  of  January  31,  1934,  which  reduced  the  weight 
of  the  gold  dollar,  resulted  in  the  increase  of  the  gold  value  of  these  deposits  by 
$39  million.  This  increase  was  offset  by  $15  million  interest  which  had  been 
paid  to  the  Philippine  Government,  for  a net  increase  in  the  gold  value  of  the 
deposits  of  $24  million.  In  recommending  the  authorizing  legislation  the  reports 
of  both  the  House  Committee  on  Insular  Affairs  (No.  1723,  73d  Cong.,  2d  sess.) 
and  the  Senate  Committee  on  Territories  and  Insular  Affairs  (No.  1209,  73d  Cong., 
2d  sess.)  recognized  the  moral  obligation  of  the  U.S.  Government  to  readjust 
the  currency  reserves  of  the  Insular  Government. 

This  appropriation  would  enable  the  U.S.  Government  to  fulfill  this  moral 
obligation  and  would  remove  an  obstacle  to  the  maintenance  of  close  and  friendly 
relations  between  the  United  States  and  the  Philippines. 
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A computation  of  the  requested  amount  is  set  forth  below : 


Gold-standard  fund $19,112,253.42 

Treasury-certificate  fund 37, 163,  803.  50 


Total 56,  276,  056.  92 


Gold  bullion  value  of  these  deposits  prior  to  diminution  of  the 

pro  Id  content  of  the  dollar 56,  276,  056.  92 

Converted  into  currency  at  the  new  valuation  of  the  dollar  as 
computed  by  Treasury 95,  282,  398.  87 


Gross  adjustment  to  the  Philippine  Government  deposits  if  the 

reserves  had  been  in  gold,  as  computed  by  Treasury 39,  006,  341.  95 

Less  the  total  interest  received  by  the  Philippine  Government 
from  Jan.  1, 1923,  to  close  of  business  Jan.  30, 1934,  on  the  gold- 
standard  fund  and  the  Treasury-certificate  fund  deposited  in 
the  United  States 15, 143,  591. 17 


Net  adjustment  to  the  Philippine  Government  deposits  as  shown 
in  Public  Law  419  73d  Cong 23,  862,  750.  78 


JUSTICE  DEPARTMENT  COMMUNICATION 


April  2,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Senate  Appropriations  Committee, 

XJ.S.  Senate,  Washington,  D.C. 


Dear  Mr.  Chairman  : With  reference  to  the  items  for  the  Department  of 
Justice  contained  in  the  second  supplemental  appropriation  bill,  1959  (H.R. 
5916).  we  do  .not  wish  reconsideration  of  the  House  allowances. 

Should  your  committee  so  desire,  representatives  of  this  Department  will  be 
glad,  as  always,  to  appear  and  testify. 

Sincerely, 


S.  A.  Andretta, 

Administrative  Assistant  Attorney  General. 


Salaries  and  expenses,  general  legal  activities 


Supplemental  request $988,  000 

House  allowance 973,  000 

Appropriations  to  date 400,  000 

Obligations  to  December  31,  1958 0-  253,  693 

Expenditures  to  December  31,  1958 5,  204,  222 

Budget  estimate  next  fiscal  year 12,  850,  000 


Employment : 

Average  number,  current  appropriation 1,  279 

Number  involved  this  estimate 

Actual  employment  December  31,  1958 277 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Amount  requested 

This  supplemental  request  reflects  estimates  in  the  amount  of  $988,000,  of 
which  $928,000  is  needed  to  cover  cost  of  the  pay  increases  as  authorized  by 
Publip  Law  85-462  and  $60,000  is  for  a program  supplemental  for  the  Tax  Divi- 
sion to  cover  additional  costs  arising  from  the  steady  increase  in  the  uncon- 
trollable workload  of  that  Division. 

Pay  act  supplemental,  $928,000 

A supplemental  appropriation  of  $928,000  will  be  needed  in  fiscal  year  1959  to 
meet  the  higher  salaries  and  related  increases  authorized  by  Public  Law  85-462 
approved  June  20,  1958.  The  continued  high  level  of  new  business  so  far  this 
fiscal  year  has  prevented  any  reduction  in  the  staffs  of  the  Department’s  legal 
divisions.  The  actual  caseloads  in  1958  generally  were  higher  than  in  1957  and 
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new  filings  this  year  in  some  categories  are  ahead  of  1958.  There  is,  therefore,  no 
reasonable  prospect  that  any  substantial  savings  can  be  effected  by  reducing 
personnel  through  attrition  or  that  the  cost  of  pay  increases  can  otherwise  be 
absorbed. 

Methods  of  estimating  costs 

The  additional  costs  resulting  from  Public  Law  85-462  were  determined  by 
comparing  the  higher  salaries  and  increased  contributions  reflected  on  recent 
payrolls  with  those  paid  immediately  prior  to  the  enactment  of  the  new  salary 
act.  Roughly,  this  amounts  to  10  percent  of  the  former  annual  salaries  of  the 
personnel  subject  to  the  act,  plus  an  allowance  of  $10  for  each  employee  to  cover 
the  higher  amounts  payable  due  to  rounding  off  cents  at  hourly  rates  as  pro- 
vided in  the  act,  and  plus  the  actual  increase  in  the  average  monthly  amounts 
required  to  be  paid  into  the  retirement  and  social  security  funds  as  a result  of 
the  higher  salaries  authorized  by  the  new  law.  On  this  basis  the  total  additional 
cost  of  Public  Law  85-462  amounts  to  $939,100  of  which  we  will  try  to  absorb 
$11,100,  leaving  $928,000  to  be  met  through  a supplemental  appropriation. 

Average  number  of  employees  and  average  payrolls 

Average  employment  during  the  period  July  1,  to  January  10,  1959  was  1,281. 
This  is  slightly  above  the  average  of  1,279  provided  by  the  appropriation  cur- 
rently available  and  reflects  the  need  for  the  maximum  employment  permissible 
during  1959. 

Program  supplemental  ( tax  division),  $60,000 

Under  the  provisions  of  Bureau  of  the  Budget  Circular  No.  A-41,  revised  as  of 
September  30,  1958,  the  Tax  Division  requests  a supplemental  appropriation  of 
$60,000  for  the  current  fiscal  year.  The  basic  factor  for  requesting  a supple- 
mental appropriation  is  an  uncontrollable  workload  which  is  steadily  increasing. 
The  Tax  Division  has  no  control  over  the  volume  of  tax  litigation  it  is  called 
upon  to  handle.  On  the  civil  side  (which  accounts  for  90  percent  of  the  work- 
load), the  volume  depends  upon  the  number  of  suits  filed  by  taxpayers  and  the 
number  of  requests  for  legal  action  received  from  the  Internal  Revenue  Service. 
The  criminal  cases  develop  from  the  recommendations  forwarded  by  the  Revenue 
Service  for  consideration  by  the  Department  of  Justice. 

The  volume  of  work  referred  to  the  Division  has  increased  better  than  20  per- 
cent in  the  past  2 years  and  is  going  up  an  additional  10  percent  during  file  cur- 
rent year.1  During  this  period  the  Division  has  had  no  increase  in  authorized 
staff  and  only  token  increases  in  funds  to  cover  court  costs.  The  average 
employment  over  the  same  period  has  increased  by  about  four.  Thus,  throughout 
the  current  year  the  Division  will  be  carrying  at  least  a 30  percent  greater 
workload  wTith  no  increase  in  staff.  Unless  additional  funds  are  made  available 
this  year,  the  Division  will  not  be  able  to  meet  court  deadlines  and  other  com- 
mitments. 

Over  the  past  4 years  the  Division  (despite  a steady  rise  in  new  business)  has 
been  able  to  reduce  the  backlog  of  pending  work,  cut  more  than  1 year  from  the 
time  to  process  the  average  case,  and  place  the  overall  workload  on  a reasonably 
current  basis.2 3  During  the  same  period  the  Division  saved  or  collected  from 
delinquent  taxpayers  more  than  $235  million  compared  with  $70  million  in  the 
6-year  period,  1947-52. 

In  view  of  the  sharp  increase  in  volume,  there  is  serious  danger  that  the  work 
will  become  delinquent  if  funds  are  not  made  available  immediately.  The  back- 
log will  grow,  and,  at  a time  when  funds  are  urgently  needed  to  finance  the 
costs  of  Government,  collections  and  savings  will  diminish.  The  Tax  Division 
! .must  be  in  a position  to  do  its  part  in  cooperation  with  the  Revenue  Service  in 
collecting  the  almost  $1.5  billion  now  involved  in  Federal  tax  litigation. 

The  Tax  Division,  because  of  the  unusually  large  number  of  cases  being  set 
for  trial  or  argument  on  appeal,  has  been  reouired  to  continue  its  preparation 
and  field  work  at  the  pace  followed  in  fiscal  1958.  During  that  year  over  1,000 
formal  court  appearances  were  made  by  the  Division’s  staff,  a 10  percent 
increase  over  1957,  an  82  percent  increase  over  1953,  and  an  increase  of  128 
J percent  over  1951. 

1 Complete  figures  for  5 months  show  a 10  percent  increase  over  the  same  period  in  the 

past  year  and  a 15  percent  increase  over  the  comparable  period  in  the  1057  fiscal  year. 

3 In  1955  more  than  40  percent  of  the  cases  were  over  2 rears  old1.  At  the  beginning  of 
the  current  year  more  than  75  percent  of  the  cases  have  been  pending  less  than  2 years 
and  52  percent  less  than  1 year. 
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The  following  statement  compares  funds  currently  available  with  actual  obliga- 
tion in  the  past  year  and  estimates  the  supplemental  funds  required  to  handle 
the  increased  volume  of  tax  litigation : 


Items 

1959 

available 

1958 

obligations 

Difference 

1959 

requirements 

Travel. 

$110, 100 
18,500 
51, 800 

$131, 048 
25, 404 
64, 057 

$-20, 948 
-6,  904 
-12,  257 

$34,000 

8,000 

18,000 

Communication  services. 

Printing  and  reproduction 

Total 

i-40, 109 

60,000 

t frAn'ooSf  t0  standard  ^r?a  3a  reveals  that  for  the  other  items  of  expense,  the  amounts  for  the  fiscal  years 
1 oS  ami  1 jo.  are  approximately  the  same  except  for  the  items  for  personal  services  and  contributions  which 
are  nece>sar  ilj  increased  to  cover  the  added  costs  resulting  from  the  10  percent  congressional  pay  raise. 


The  Division  requires  approximately  $40,100  additional  to  match  1958  expendi- 
tures for  travel,  communications,  and  printing  and  reproduction  and  $19,900  more 
to  meet  increased  costs  for  such  purposes. 

The  items  for  travel,  communication,  and  printing  are  self-explanatory  and 
are  tied  in  directly  with  the  increased  workload,  greater  number  of  court  ap- 
pearances, and  efforts  to  speed  up  the  litigative  process. 

Summarizing,  the  Tax  Division  has  no  control  over  its  workload.  It  cannot 
turn  on  or  off  the  flow  of  tax  litigation  commenced  in  the  courts.  The  volume 
of  work  is  up  sharply  and  there  is  every  indication  that  the  rise  will  continue. 
The  Division  must  be  in  a position  to  handle  properly  and  expeditiously  the 
cases  referred  to  it.  Failure  to  be  in  this  position  because  of  a lack  of  adequate 
operating  funds  will  result,  among  other  things,  in  (1)  a slowdown  in  the  proc- 
essing and  conclusion  of  cases,  thereby  adding  to  the  already  overcrowded  and 
congested  court  dockets,  (2)  increasing  costs  to  the  Government  in  the  form  of 
interest  in  those  cases  eventually  requiring  refunds  to  taxpayers  and  reductions 
in  the  financial  gain  to  the  Government  which  have  and  should  continue  to  re- 
sult from  the  successful  and  expeditious  trial  or  settlement  of  cases,  and  (3) 
a return  to  steady  backlog  increases,  which  was  the  condition  prevalent  during 
the  10-year  period,  1946-55.  It  is  believed  that  with  the  slight  increase  requested 
(amounting  to  approximately  3 percent),  the  Division  can  maintain  the  pace 
set  during  the  past  3 years  and  repeat  the  successful  record  established  which 
placed  tax  litigation  on  a current  basis.  This  prediction  is  made  with  the 
knowledge  that  the  workload  has  increased  and  will  continue  to  increase. 


Program  by  activities 


1.  Conduct  of  Supreme  Court  proceedings  and  coordination 

of  appellate  matters . 

2.  General  tax  matters . — 

3.  Criminal  matters 

4.  Claims,  customs,  and  general  civil  matters.. 

6.  Land  matters - 

6.  Legal  opinions 

7.  Internal  security  matters 

8.  Civil  rights  matters 

9.  1959  program  obligated  in  1958  — 

Supplemental  required  for  pay  increases 

Total  costs 

10.  Relation  of  costs  to  obligations:  Costs  financed  from  obli- 

gations of  other  years  (unpaid  undelivered  orders)  net 
(-)- - 


1959 

presently 

available 

1959 

revised 

estimate 

1959  m 
crease  (+)  or 
decrease  (— ) 

$387,  299 
2, 149,  200 

1,  579,  021 
3, 073,  575 

2,  946,  305 
429,  279 

1,  257,  939 
527,  980 
-402 
-928,  000 

$387,  299 

2,  209,  200 

1,  579, 021 

3,  073,  575 

2,  946, 305 
429,  279 

1,  257,  939 
527,  980 
-402 

+$60,000 

+928,000 

11, 422, 196 
-22,598 

12, 410, 196 
-22,  598 

+988,000 

11, 399,  598 

12, 387,  698 

+988,000 

Total  obligations 
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Object  classification 


Total  number  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

Personal  services: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 


1959 

presently 

available 


1959 

revised 

estimate 


1959  in- 
crease (+)  or 
decrease  (— ) 


1, 350 
15 
1,279 
1,310 


1,350 

15 

1,279 

1,310 


$9,  534,  280 
110,  300 
38,  710 


$9,  534,  280 
110, 300 
38,  710 


Total  personal  services 

Travel _ 

Transportation  of  things 

Communication  services 

Printing  and  reproduction 

Other  contractual  services 

Supplies  and  materials 

Equipment. 

Grants,  subsidies  and  contributions:  Contribution  to  retire- 
ment fund 

Taxes  and  assessments 

Supplemental  required  for  pay  increases. 

Total  costs 

Costs  financed  from  obligations  of  other  years  net  (— ) 

Total  obligations 


9, 683, 290 
364,  700 
3, 100 
108,  750 
366,  977 
1,  071,  703 
56,  749 
78,  687 


9,  683,290 
398,  700 
3, 100 
116,  750 
384,  977 
1,  071,  703 
56.  749 
78,  687 


+34,000 


+8,000 

+18,000 


607, 310 
8,930 
-928,000 


607,310 
8,  930 


+928,  000 


11,  422, 196 
-22,  598 


12, 410, 196 
-22,598 


+988,  000 


11,  399,  598 


12,  387,  598 


+988,000 


Salaries  and  expenses , TJ.S.  attorneys  and  marshals 


Supplemental  request $2,  542,  000 

House  allowance 2,  032,  000 

Appropriation  to  date 20,  350,  000 

Obligations  to  December  31,  1958 11,  471,  365 

Expenditures  to  December  31,  1958 10,  667,  917 

Budget  estimate  next  fiscal  year 22,  900,  000 


Employment ; 

Average  number  current  appropriation 2,  610 

Number  involved  this  estimate 

Actual  employment  December  31,  1958 2,  639 


PUBPOSE  AND  NEED  FOB  SUPPLEMENTAL  FUNDS 


Amount  requested 

It  is  estimated  that  $2,542,000  additional  will  be  required  under  this  appropri- 
ation of  which  $1,642,000  is  needed  to  cover  pay  act  costs  as  authorized  by  Public 
Law  85-462,  and  $900,000  is  a program  supplemental  for  expenses  of  an  emer- 
gency nature  already  incurred  or  to  be  incurred  by  certain  U.S.  marshals’  offices. 
Included  in  this  supplemental  for  the  latter  purpose  is  an  amount  of  $400,000 
covering  obligations  already  authorized  and  a sum  of  $500,000  for  future  emer- 
gency requirements. 

GENEBAL  STATEMENT 

Pay  Act  supplemental,  $l,6Jj2,000 

It  is  estimated  that  the  additional  costs  incurred  uder  Public  Law  85-462  for 
salary  increases  and  related  items  will  amount  to  $1,642,000. 

It  will  not  be  possible  to  absorb  any  part  of  the  cost  of  salary  increases 
through  savings  in  employment  or  otherwise  since  these  offices  have  been  con- 
fronted with  abnormal  expenses  in  connection  with  emergency  situations  in  this 
fiscal  year  as  a result  of  the  school  integration  problems  covered  in  part  of  this 
supplemental  estimate. 

The  estimated  cost  of  salary  increases  of  personnel  of  these  offices  as  author- 
ized by  Public  Law  85-462,  was  established  by  determining  the  average  cost  per 
employee  of  the  higher  salaries  and  related  increases,  which  amounted  to  $630. 
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Also  it  was  determined  that  the  average  number  of  employees  on  the  rolls  July  1 
through  November  30, 1958,  for  the  current  fiscal  year  was  2,606. 

$630  (average  cost  per  employee)  X2,606  (average  employment) 


equals $1,  642,  000 

Employees  on  the  rolls  as  of  Dec.  31,  1958 2,  639 

Program  supplemental  for  U.S.  marshals $900,  000 


The  execution  of  Federal  court  orders  is  the  responsibility  of  the  marshals' 
service.  In  recognition  of  its  enforcement  responsibilities  in  connection  with 
various  Federal  court  orders  relating  to  the  integration  of  the  schools  in  a num- 
ber of  localities,  considerable  attention  was  given  for  some  time  to  an  analysis  of 
the  general  competence  of  the  service  and  its  ability  to  meet  not  only  its  regular 
day-to-day  operations,  but  also  to  meet  emergency  situations,  such  as  adequate 
means  to  enforce  court  orders  such  as  those  in  connection  with  school  integration 
decisions  and  other  emergency  court  mandates.  In  evaluating  the  marshals’ 
responsibilities  it  became  necessary  to  take  the  following  actions : 

The  establishment  and  strict  adherence  to  high  standards  of  physical 
and  mental  abilities  on  the  part  of  deputy  marshall  appointees ; 

Periodic  physical  examinations  to  insure  a continuance  of  the  physical 
fitness  of  marshals  and  their  deputies  ; 

A training  course  designed  to — 

Provide  instructions  in  the  physical  aspects  of  the  job  of  deputy 
marshal,  such  as  apprehension  and  search  of  persons  and  use  of  fire- 
arms ; 

Provide  information  as  to  the  types  of  writs  involved  in  criminal 
and  civil  cases; 

Outline  conduct  expected  of  marshals  and  their  deputies ; 

Stimulate  each  deputy  marshall  toward  continual  self-improvement; 
and 

Conferences  of  marshals  designed  to  develop  integrated  teamwork 
instead  of  the  independent  office  approach  which  most  of  the  marshals’ 
offices  had  been  in  the  habit  of  pursuing. 

It  should  be  noted  that  the  marshals’  service  consists  of  94  offices  with  a total 
staff  of  1.070  positions.  Obviously  most  of  the  offices  are  quite  small  and  are 
not  normally  equipped  to  handle  emergency  problems  of  magnitude  them- 
selves. It  thus  becomes  essential:  (1)  to  establish  firmly  the  principle  of  co- 
operation within  the  service;  (2)  to  have  deputies  who  are  phvsicallv  and 
mentallv  alert  and  adaptable;  and  (3)  to  train  them  not  only  on  the  problems 
which  they  meet  from  day  to  day,  hut  to  meet  a variety  of  emergency  situations. 

With  these  principles  in  mind  the  Department,  supplementing  its  annual  re- 
gional conferences  of  marshals,  held  a conference  of  the  marshals  in  areas  par- 
ticularly affected  early  in  August  for  the  purpose  of  discussing  their  own  facili- 
ties and  the  facilities  both  in  personnel  and  materials  which  would  be  needed 
to  carry  out  Federal  court  orders  which  might  he  directed  to  them  in  connec- 
tion with  the  school  integration  problems.  An  effort  was  made  to  g-iw*  Them  a 
thorough  understanding  of  the  legal  questions  which  would  be  involved  and  the 
extent  of  their  responsibilities  in  connection  with  carrving  out  snob  orders. 
Special  emphasis  was  placed  on  the  limitations  on  their  responsibilities  in  rela- 
tion to  the  responsibilities  of  other  State  and  local  law  enforcement  authori- 
ties. Immediately  thoreafter  training  classes  were  started  for  denutv  marshals, 
with  emphasis  on  defensive  tactics,  use  of  firearms  and  gas.  and  les-ai  training 
for  the  work  assigned  to  them.  The  first  class  consisted  of  23  denuties  in  the 
District  of  Columbia  office.  This  group,  it  was  anticipated,  would  he  readily 
available  to  the  marshals  in  nearby  States  if  their  small  staffs  could  not  ade- 
quately meet  problems  confronting  them  in  connection  with  the  carrying  out 
of  Federal  court  orders.  At  the  same  time  plans  were  made  to  train  in  Little 
Rock  a number  of  deputy  marshals  from  surrounding-  districts  to  work  together 
as  a team  in  the  event  the  marshal  of  the  eastern  district  of  Arkansas  found 
it  necessary  to  call  for  such  assistance  if  and  when  anticipated  count  ordyre,  rP_ 
quired  action  on  his  part,  thus  avoiding  the  necessity  of  calling-  for  mil;fnrv 
assistance.  He  also  made  arrangements  to  recruit  and  deputize  citizens  with?n 
his  own  Federal  judicial  district  provided  such  stens  became  necessary.  The 
orientation  of  this  group  into  the  work  of  the  marshal’s  service  was  also  carried 
out  at  that  time. 
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As  indicated  above  emergency  conditions  did  develop  in  certain  judicial  dis- 
tricts as  a result  of  the  Supreme  Court’s  decision  on  school  integration.  In  or- 
der to  cope  with  unusual  situations  in  these  areas  the  Department  authorized 
certain  U.S.  marshals  to  incur  expenses  over  and  above  the  normal  operating 
costs  to  the  extent  of  approximately  $400,000. 

At  this  time  it  is  impossible  to  forecast  when  or  where  similar  conditions 
may  develop  again,  and  for  how  long  a period.  Therefore,  an  additional  $500,000 
is  requested  for  potential  use  for  the  balance  of  this  fiscal  year.  This  is  only 
a general  approximation,  but  it  is  deemed  advisable  to  have  a contingent  fund 
readily  available,  if  the  need  arises. 

Program  by  activity 


1959 

presently 

available 

1959 

revised 

estimate 

1959  in- 
crease (+)  or 
decrease  (— ) 

1 U.S.  attorneys  

$12,  730,  500 
9, 261,500 
-75, 081 
-1,  642, 000 

$12,  730,  500 
10, 161,  500 
-75, 081 

2 U.S.  marshals 

$900, 000 

3 1959  program  obligated  in  1958 

Supplemental  required  for  pay  increases 

+1, 642, 000 

Total  costs  (obligations). 

20,  274,  919 

22,  816,  919 

+2,  542, 000 

U.S.  attorneys — Object  classification 


1959 


1959 


1959  in- 


presently  revised 

available  estimate 


crease  (+)  or 
decrease  (— ) 


Personal  services 

Travel 

Transportation  of  things 

Communication  services 

Rents  and  utility  services. 

Printing  and  reproduction 

Other  contractual  services.  - 

Supplies  and  materials 

Equipment 

Grants,  subsidies,  and  contributions 

Taxes  and  assessments.. 

Supplemental  required  for  pay  increases 

Total  costs  (obligations) 


$10, 574, 200 
310,  000 
17,  500 
300, 000 
6.100 
231,  762 
545,  000 
64,  111 
215,  960 
357,  000 
73,  700 
-990,  500 


11,  704, 833 


$10,  574,  200 
310,  000 
17,  500 
300,  000 
6. 100 
231.762 
545.  000 
64,  111 
215, 960 
357,  000 
73,  700 


12, 695, 333 


+$990.  500 
990,  500 


U.S.  marshal — Object  classification 


1959 

presently 

available 

1959 

revised 

estimate 

1959  in- 
crease (+)  or 
decrease  U) 

Personal  services _ _ ._  ... 

$6,  581, 800 
1, 633, 800 
8,  800 

167. 000 
4, 300 

13,  281 

333. 000 
22, 151 
60, 354 

394,  700 
4,  200 
-651,  500 

$7, 317, 800 
1, 745, 800 
8,  800 
175,  500 
4,  300 
13,  281 
334,  800 
37, 151 
70,  354 
394,  700 
20,  900 

+$736,000 
+112, 000 

Travel..  ......  _ 

Transportation  of  things  .. 

Communication  services ._  . _ _ 

+8,  500 

Rents  and  utility  services ..  . . 

Printing  and  reproduction . ... 

Other  contractual  services ...  

+1, 800 
+15, 000 

+10,  ooo 

Supplies  and  materials 

Equipment -...  ._  . ... 

Grants,  subsidies,  and  contributions _ . . _ 

Taxes  and  assessments  ...  ...  

16,  700 
+651,  500 

Supplemental  required  for  pay  increases 

Subtotal  . 

8,  571,  886 
1,800 

10, 123,  386 
1,800 

+1,  551,  500 

Deduct  charges  for  quarters  and  subsistence 

Total  costs  (obligations) .......  ...... 

8,  570,  086 

10, 121,  586 

+1,  551,  500 

38932—59 
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Fees  and  expenses  of  witnesses 


Supplemental  request $100,  000 

House  allowance 50,000 

Appropriation  to  date 1,700,000' 

Obligations  to  Dec.  31,  1958 799,424 

Expenditures  to  Dec.  31,  1958  676,  647 

Budget  estimate  next  fiscal  year 1,  700,  000 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Amount  requested 

In  addition  to  $1,700,000  currently  available  for  the  present  fiscal  year,  it 
is  estimated  that  $100,000  more  will  be  required  for  expert  witnesses  and  in- 
formants, making  a total  estimate  of  $1,800,000. 

Explanation  of  language  changes 
Delete  : $225,000 ; add  : $325,000. 

For  the  period  July  1 through  January  31,  1959,  obligations  incurred  against 
the  expert  witnesses  and  informants  limitation  amounted  to  $189,975.  Based 
upon  these  commitments  for  7 months  of  this  fiscal  year,  it  is  estimated  that 
the  requirements  for  this  function  will  amount  to  at  least  $325,000,  or  $100,000 
over  the  present  legal  limitation. 

The  number  of  expert  witnesses  engaged  and  their  fees  continue  to  increase. 
Larger  fees  are  being  paid  to  experts  in  the  field  of  finance,  medicine,  specialized 
sciences,  real  estate  appraisals,  etc.,  in  keeping  with  inflationary  trends  in  the 
costs  of  all  personal  services. 

Oenaral  statement 

This  appropriation  provides  funds  for  the  payment  of  fees  to  witnesses  appear- 
ing in  the  U.S.  courts,  and  also  compensation  and  expenses  to  special  witnesses 
and  informants  that  are  authorized  by  the  Attorney  General. 

Experience  over  the  years  shows  that  it  is  impossible  to  control  or  project 
accurately  in  advance  the  amount  of  money  needed  for  this  appropriation. 

This  supplemental  does  not  contain  funds  for  “fact  witnesses,”  since  it  is 
believed  that  the  current  availability  ($1,475,000)  will  meet  our  requirements 
for  the  current  fiscal  year. 

Fees  and  Expenses  of  Witnesses 


Comparative  statement  by  months  ( July  through  January)  showing  obligations  1959 
over  1958  for  the  limitation  “ expert  witnesses  and  informants' 1 


Month 

1958  fiscal 
year 

1959  fiscal 
year 

Month 

1958  fiscal 
year 

1959  fiscal 
year 

July 

August 

September  

October 

November 

$48, 576 
13, 758 
11, 803 
26,  277 
21,  722 

$32, 122 
40,  898 
30,  359 
13,  728 
19,  725 

December 

January 

Total 

$18, 939 
21, 421 

162, 496 

$22,  Oil 
31, 132 

189,975 

Note— Increase  7 months  of  1959  over  same  period  1958  is  16.9  percent. 


Federal  Bureau  of  Investigation 


Supplemental  request $9,  611,  000 

House  allowance 9,  611,  000 

1959  appropriation 102,  500,  000 

1960  estimate 114,  600,  000 


JUSTIFICATION 

A supplemental  appropriation  in  the  total  amount  of  $9,611,000  is  required  by 
the  Federal  Bureau  of  Investigation  for  the  fiscal  year  1959  to  cover  ( 1 ) increased 
pay  costs  in  an  amount  of  $9,436,000  resulting  from  the  provisions  of  Public  Law 
85-462,  approved  June  20,  1958,  and  (2)  increased  postage  rates  effective  August 
1,  1958,  provided  by  Public  Law  85-426,  approved  May  27,  1958.  Separate  jus- 
tifications of  these  items  follow : 
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Pay  increases — Public  Laic  S5-462 

The  $9,436,000  being  requested  for  the  fiscal  year  1959  to  cover  the  cost  of  pay 
increases  provided  by  Public  Law  85-462  is  needed  because  the  statute  was  en- 
acted subsequent  to  congressional  action  on  appropriations  for  that  fiscal  year. 
The  increases  are  mandatory  and  beyond  administrative  control.  There  are  no 
funds  available  from  any  source  with  which  to  meet  these  additional  costs. 

Postage  rate  increases — Public  Law  85-^26 

An  amount  of  $175,000  is  required  for  the  fiscal  year  1959  to  cover  the  increases 
in  postage  rates  which  went  into  effect  August  1,  1958,  as  a result  of  Public  Law 
85-426,  approved  May  27,  1958.  As  in  the  case  of  the  pay  raises,  the  postage 
rate  increases  are  mandatory  and  cannot  be  administratively  controlled.  No 
savings  are  available  from  current  funds  to  meet  the  additional  cost.  A break- 
down of  the  $175,000  increase  by  types  of  mail  service  follows : 


1st  class $44,  641 

3d  class 114,  517 

Airmail 15,  842 


Total 175,  000 


Program  by  activities 


Presently 

available 

Revised 

estimate 

Increase 

1.  Security  and  criminal  investigations: 

(a)  Coordination  

$4,  855,  668 

5,  534,  976 
77,  218,  627 
8,  095,  791 
1,  732,  227 
696,  218 
4,  230, 922 

$5,  356,  222 

6, 104,  451 
84,  400,  073 
8,  906,  730 
1,  886, 160 
758,  430 
4,  563,  363 

$500,  554 

569, 475 
7, 181,  446 
810,  939 
153,  933 
62,  212 
332,441 

(6)  Maintenance  of  investigative  records  and  com- 
munications system 

(c)  Field  investigations  

2.  Identification  by  fingerprints. ..  

3.  Operation  of  criminal  and  scientific  laboratory 

4.  Training  schools  and  inspectional  services 

A Ceneral  administration  _ 

Total  program  costs 

102,  364,  429 
-1,  519,  625 

111,  975,  429 
-1,  519,  625 

9, 611,  000 

6.  Relation  of  costs  to  obligations:  Costs  financed  from  ob- 
ligations of  other  years,  net  (— ) 

Total  obligations 

100,  844,  804 
1, 655, 196 

110,  455,  804 
1,  655, 196 

9,  611,  000 

Financing:  1959  appropriation  available  in  1958 

New  obligational  authority 

102,  500, 000 

112,  111,  000 

9,  611, 000 

Salaries  and  expenses,  Bureau  of  Prisons 


Supplemental  request $2,  999, 000 

House  allowance 2, 671,  000 

Appropriations  to  date 35,  773,  000 

Obligations  to  Dec.  31,  1958 1 20,  836,  847 

Expenditures  to  Dec.  31,  1958 — 16,  597,  743 

Budget  estimate  next  fiscal  year 41,  600,  000 


1 Includes  $1,312,896  of  1959  funds  obligated  in  fiscal  year  1958. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Due  to  circumstances  not  foreseeable  at  the  time  the  annual  estimates  for 
fiscal  year  1959  were  submitted  to  Congress,  because  of  the  higher  and  uncon- 
trollable workload,  and  as  a result  of  new  legislation,  there  are  insufficient  funds 
in  this  appropriation  to  complete  the  year  without  incurring  a deficit.  Addi- 
tional funds  are  required  for  the  purpose  listed  below  and  a narrative  justifica- 
tion for  each  item  also  follows : 


Purpose : Amount 

Pay  Increase $2, 447, 000 

Increased  prisoner  population 194,  000 

Replacement  of  depleted  inventories 358,000 


Total  2,  999,  000 
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Pay  increase,  $2,441,000 

This  amount  is  required  to  finance  the  cost  of  the  general  pay  increases  pro- 
vided for  all  Classification  Act  employees  under  Public  Law  85-462  and  the- 
salary  increases  included  for  commissioned  officers  of  the  Public  Health  Service 
under  Public  Law  85-422.  The  full  amount  is  required  since  no  savings  can 
be  accrued  in  the  regular  appropriation  because  of  the  sharply  increased  work- 
load in  the  Federal  prison  system. 

The  total  prisoner  population  is  the  real  measure  of  workload  and  is  ex- 
pected to  reach  a peak  of  22,800  in  fiscal  year  1959  as  compared  to  21,736  in 
195s.  With  the  critically  overcrowded  institutions  and  the  higher,  more  vicious 
and  aggressive  prisoner  population  the  full  authorized  complement  of  employees 
is  needed  at  all  times. 

The  total  required  for  pay  increase  purposes  is  made  up  of  the  following : 


Bureau  of  Prison  personnel : 

Personal  services $2, 121,  000' 

Retirement  and  insurance  contributions 144,  00O 

2,  265,  000 

Public  Health  Service  personnel : 

Personal  services  (classified  employees) 77,000 

Personal  services  (commissioned  officers) 105,000’ 

182,  000> 

Total 2,  447,  000' 


The  pay  increases  for  the  Bureau  of  Prisons  personnel  and  the  PHS  classified 
employees  were  computed  by  taking  10.2  percent  of  the  net  cost  of  the  total  per 
sonal  services  funds  required  for  1959  plus  the  cost  of  the  increased  retirement 
and  insurance  contributions  resulting  from  the  pay  increase.  The  contributions 
were  computed  by  taking  6.83  percent  (6.5  percent  for  retirement  and  0.33  per- 
cent for  insurance)  of  the  applicable  increases.  The  cost  of  the  pay  increase 
for  the  PHS  commissioned  officers  was  computed  on  the  basis  of  the  actual  in- 
crease for  each  officer  on  the  rolls. 

Increased prisoner  population,  $194,000 

The  1959  appropriation  includes  funds  for  the  direct  care  of  prisoners  based: 
on  an  average  population  of  21,300. 

An  unanticipated  and  unprecedented  increase  in  the  number  of  prisoners  in 
our  care  during  the  first  6 months  of  the  current  year,  climaxed  by  a peak  of 
21,995  on  December  18,  1958,  dictated  a revision  of  the  estimated  average  for  the- 
year.  This  total  was  1,130  higher  than  a year  ago  and  1,547  higher  than  2 
years  ago. 

The  number  of  prisoners  in  institutions  of  the  Federal  prison  system  is  al- 
ways substantially  higher  in  the  last  half  of  the  fiscal  year  than  in  the  first 
half.  Current  studies  and  surveys  of  population  trends,  sentences,  parole  rates, 
time  served,  etc.,  indicate  that  the  average  population  will  be  at  least  22,000 
for  fiscal  year  1959.  The  peak  population  is  expected  to  reach  22,800  before  June- 
30,  1959.  The  additional  funds  required  for  this  activity  are  computed  on  the 
basis  of  an  increase  of  700  prisoners  at  a daily  cost  of  76  cents  per  man  per  day 
or  $194,000. 

Replacement  of  inventories  and  higher  cost  of  supplies  and  services,  $ 358,000 ' 

The  increase  requested  is  urgently  needed  to  enable  the  Federal  prison  system 
to  operate  at  previous  program  levels  and  to  bring  inventories  of  critical  supplies 
up  to  a safe  margin.  It  is  of  the  utmost  importance  because  our  institutions 
are  critically  overcrowded — not  only  with  numbers  of  prisoners,  but  with  many 
more  of  the  difficult  types — long-term  offenders  in  for  serious  crimes,  aggressive, 
assaultive  and  dangerous  men  who  will  attempt  escape  at  the  first  opportunity. 
Since  the  institution  allotments  have  been  insufficient  this  year,  the  supply  in- 
ventories have  had  to  be  reduced  and  needed  maintenance  necessarily  postponed. 

The  total  is  required  for  the  direct  care  of  prisoners  and  for  the  day-to-day 
maintenance  and  operation  of  the  institution  plants  and  facilities.  Involved  in 
direct  care  is  the  food,  farm,  clothing,  medical,  welfare,  custodial,  educational, 
and  release  supplies  and  services.  The  cost  of  maintaining  and  operating  all 
the  utility  services,  motor  vehicle  fleets,  buildings,  roads,  walks,  and  grounds 
together  with  all  administrative  services  and  employee  transfer  expense  is  in- 
cluded under  the  maintenance  and  operation  heading. 
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€are  of  prisoners 

Reports  from  the  institutions  reflect  sharp  increases  in  the  cost  of  commodities 
and  services  for  the  direct  care  of  prisoners.  Farm  production,  while  higher  at 
the  majority  of  our  institutions,  has  reflected  losses  at  some  locations.  At 
Alderson,  W.  Va.,  the  vegetable  crop  was  an  almost  total  loss  because  of  a very 
wet  growing  season  and  the  increased  cost  for  commercial  canned  goods  alone 
will  be  about  $12,000.  At  Terre  Haute,  Ind.,  and  Chillicothe,  Ohio,  flooded 
fields  resulted  in  losses  of  crops  and  soil  erosion  costing  in  excess  of  $20,000. 
The  33  percent  increase  in  postage  rates  will  cost  about  $30,000  throughout  the 
service,  making  a total  of  $62,000  for  specific  and  abnormal  needs  this  year. 
Inventories  have  been  reduced  and  many  institutions  have  found  it  necessary 
to  reduce  program  needs  to  stay  within  their  allocations. 

We  have  been  unable  to  keep  up  with  the  rising  cost  of  supplies  and  services. 
During  the  fiscal  years  1957  and  1958  prices  of  the  commodities  making  up  72 
percent  of  the  direct  care  of  prisoners  expenditures  increased  by  7.6  percent,  or 
$468,000,  according  to  the  price  index  of  the  Bureau  of  Labor  Statistics.  The 
increase  allowed  for  higher  direct  “Care”  prices  in  the  appropriation  during  the 
same  period  and  for  fiscal  year  1959  totaled  only  $228,000,  or  4 percent,  thus 
reflecting  a shortage  of  $240,000  in  fiscal  year  1959  for  price  increases  of  the 
current  and  2 previous  years. 

To  summarize  the  additional  care-of-prisoners  needs  : 


For  specific  farm  losses  and  postage  rate  increase $62,  000 

Difference  between  higher  prices  and  increases  allowed,  fiscal  years 

1957-59 240,  000 


Subtotal 302,000 

Dess  estimated  amount  to  be  absorbed  through  increased  farm  production 

and  intensified  acquisition  of  surplus  supplies 144,  000 


Total  requested  for  care  of  prisoners 158,  000 


Maintenance  and  operation 

Increased  costs  resulting  from  higher  prices  of  supplies  and  services,  increased 
consumption  due  to  the  higher  inmate  population  and  deferred  maintenance  will 
require  $200,000  additional  for  the  maintenance  and  operation  of  the  institution 
plants. 

The  gross  cost  of  the  three  major  utilities — fuel,  water,  and  electricity — in- 
creased due  to  higher  prices  and  population  by  $121,264  in  1958  over  1957.  In- 
creases in  the  cost  of  other  commodities  used  in  the  maintenance  functions 
averaged  2.4  percent  in  the  past  year  for  a total  of  $67,000.  Increased  consump- 
tion of  commodities  such  as  minor  equipment,  cleaning  supplies,  administrative 
Items,  vehicle  supplies,  etc.,  due  to  higher  population  during  the  current  year 
will  cost  $66,000.  The  backlog  of  deferred  minor  maintenance  jobs  likewise  has 
increased  from  $238,000  a year  ago  to  $276,000  in  the  current  year.  Prompt 
action  on  these  projects  is  required  to  maintain  the  institutions  in  a safe  and 
economical  operating  condition. 

In  addition,  we  have  experienced  some  uncontrollable  increases  in  the  current 
year  including  higher  water  rates  at  Englewood,  Colo. ; Lewisburg,  Pa. ; Peters- 
burg, Va. ; and  Texarkana,  Tex. ; increased  sewerage  rates  at  La  Tuna,  Tex.  and 
Springfield,  Mo. ; freight  charges  have  gone  up  as  well  as  passenger  transporta- 
tion costs  and  the  cost  of  gas,  coal,  electricity,  gasoline,  fuel  oil,  building  mate- 
rials and  cleaning  supplies.  These  current  increases  will  have  to  be  absorbed 
somehow.  To  summarize,  the  $200,000  requested  is  computed  as  follows : 


Dor  increased  cost  of  utilities  in  fiscal  year  1958  by  reason  of  higher 

prices $121,  000 

Increase  in  cost  of  other  maintenance  supplies  and  services 67,  000 

Increased  consumption  of  maintenance  supplies  and  service  because  of 

higher  population 66,  000 

To  reduce  backlog  of  minor  maitnenance  jobs  to  about  the  1958  level 43,  000 


297,000 

Less  increase  for  higher  prices  allowed  in  1959  appropriation —97,  000 


Total  requested  for  maintenance  and  operation 200,  000 
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Program  by  activities 


Presently 

available 

Revised 

estimate 

Increase 

1.  Custody,  care,  and  treatment  of  prisoners  in  Federal  insti- 
tutions: 

(a)  Custody 

$15,  795, 000 
5, 435, 000 
2,  615, 300 

2, 093, 700 
9,  468, 000 
1,  906,  000 
907,  000 
-1,312,896 
-2,  447,  000 

$15, 807, 000 
5, 646, 000 
2, 633, 300 

2,  204,  700 
9,  668,  000 
1,  906, 000 
907,  000 
-1,312,896 

$12, 000 
211, 000 
18, 000 

111,  000 
200,000 

(6)  Subsistence  (including  farming  operations). 

(c)  Education  and  welfare — 

(d)  Clothing,  allowances,  medical  expenses,  releases, 

and  transfers. . 

2.  Maintenance  and  operation  of  institutions 

3.  M edical  services.  

4.  General  administration.  __  

5.  1959  program  obligated  in  1958 

Supplemental  required  for  pay  purposes 

Total  obligations 

2, 447, 000 

34,  460, 104 

37,  459, 104 

2, 999, 000 

Support  of  UJ3.  prisoners 

Supplemental  request $500,  000 

House  allowance 500,  000 

Appropriation  to  date 2,  600,  000 

Obligations  to  Dec.  31,  1958 1,464,178 

Expenditures  to  Dec.  31,  1958 881,  418 

Budget  estimate,  next  fiscal  year 3, 100,  000 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  Bureau  of  Prisons  contracts  with  suitable  State  and  local  jails  for  board- 
ing Federal  prisoners  for  short  periods  of  time,  such  as  before  and  during  trial, 
awaiting  transfer  to  a Federal  institution  following  conviction,  or  commitments 
for  short  sentences.  The  expenditures  from  this  appropriation  are  directly 
related  to  the  number  of  prisoners  apprehended  and  committed  to  the  various 
non-Federal  institutions  and  fluctuate  in  relation  to  the  jail  days.  An  additional 
appropriation  of  $500,000  is  requested  to  supplement  the  amount  of  $2,600,000 
which  has  been  appropriated  for  this  purpose  and  will  make  a total  of  $3,100,000 
available  for  the  year. 

The  additional  funds  are  required  due  to  an  increase  in  jail  days  and  per 
capita  costs.  Of  the  194  contracts  renewed  in  fiscal  year  1958  some  37  percent 
were  at  higher  rates  which  reflect  an  increased  cost  in  1959  of  approximately 
$140,000.  Since  the  start  of  fiscal  year  1959,  a total  of  43  contracts  have  been 
renewed  with  an  average  increased  cost  of  29  percent  for  a total  of  about 
$55,000  for  these  contracts  during  the  year  1959.  As  other  contracts  are  re- 
newed from  time  to  time  this  year,  the  same  ratio  of  increase  can  be  expected. 

The  average  cost  of  caring  for  Federal  prisoners  in  the  District  of  Columbia 
institutions  in  1958  was  $2.99  per  man  per  day.  Based  on  billings  for  the  first 
6 months,  this  cost  is  expected  to  increase  to  $3.58  in  1959  or  a total  increase 
of  $107,000  for  the  year.  The  cost  of  prisoners  jail  days  in  institutions,  ex- 
cluding the  District  of  Columbia,  is  expected  to  average  $2.49  per  capita  for 
a total  increase  of  $393,000  for  fiscal  year  1959. 

The  amount  of  $2,600,000  appropriated  for  fiscal  year  1959  actually  provided 
for  only  1,027,668  jail  days  at  the  estimated  per  capita  cost  of  $2.53.  The  in- 
crease in  the  cost  of  prisoners  boarded  in  the  District  of  Columbia  jail,  the 
estimated  increase  in  the  contract  cost  of  keeping  prisoners  in  other  non- 
Federal  institutions  and  the  overall  increase  in  the  total  jail  days  for  the  year 
result  in  a new  and  more  accurate  estimate  of  1,157,250  jail  days  at  an  average 
cost  of  $2.68  per  man  per  day.  A distribution  of  the  revised  estimates  for  1959 
follows : 
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District  of  Columbia  jail : 

Jail  days 

Cost 

Per  capita 

Other  non-Federal  institutions 

Jail  days 

Cost 

Per  capita 

Total : 

Jail  days 

Cost 

Per  capita 


_ 203, 700 
$729,  000 
$3.  58 

953,  550 
$2,  371,  000 
$2.  49 

1, 157,  250 
$3, 100,  000 
$2.  68 


The  appropriation  language  provides  for  the  additional  amount  of  $500,000 
for  the  same  purposes,  subject  to  the  conditions  set  forth  in  the  original  appro- 
priation text. 


Communication  of  Administrative  Office,  U.S.  Courts 

Administrative  Office  of  the  U.S.  Courts, 

Washington,  D.C.,  March  25,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate, 

Washington,  D.C. 

Dear  Senator  Hayden  : I am  writing  with  reference  to  the  amounts  included 
for  the  judiciary  in  the  second  supplemental  appropriation  bill,  1959  (H.R.  5916), 
as  passed  by  the  House  of  Representatives. 

For  your  convenient  reference  may  I briefly  analyze  the  parts  of  the  bill  which 
include  funds  for  the  judiciary  : 

(1)  The  full  amount  of  $2,016,645  requested  exclusively  to  cover  increased 
pay  costs  under  the  Federal  Employees  Pay  Act  of  1958  was  allowed  by  the 
House.  Also,  under  the  two  appropriation  items  (“Salaries  and  expenses,  Ad- 
ministrative Office,  U.S.  courts”  and  “Expenses  of  referees,  U.S.  courts”)  in  which 
the  estimates  constituted  a combination  of  funds  for  increased  pay  costs  and 
other  purposes,  the  sums  for  pay  costs  were  allowed  in  full. 

(2)  The  additional  amount  of  $180,000  for  fees  of  jurors  and  Commissioners 
included  in  the  bill  is  estimated  at  this  time  to  be  sufficient  to  complete 
payments  of  fees  earned  in  1959. 

(3)  An  amount  of  $178,000,  reduced  to  $160,000  at  our  request  at  the  House 
hearings,  was  requested  under  the  appropriation  “Travel  and  miscellaneous 
expenses,  U.S.  courts”  for  the  purpose  of  covering  higher  fixed  costs  and 
liquidating  a backlog  of  orders  for  lawbooks  and  equipment  which  existed  at 
the  beginning  of  the  fiscal  year  1959  and  which  still  exists.  The  bill  includes 
$100,000  to  cover  higher  costs.  The  House  Appropriations  Committee  deducted 
the  sum  of  $60,000  for  the  backlog  and  indicated  in  its  report  that  it  does  not 
consider  this  to  be  a proper  item  for  consideration  in  a supplemental  estimate. 
It  stated  that  estimates  for  1960  will  be  carefully  evaluated  to  determine  the 
overall  needs  for  the  coming  year. 

(4)  The  request  for  supplemental  funds  for  the  Administrative  Office  of  the 
U.S.  courts  included  the  sum  of  $47,350  to  establish  a group  to  commence  the 
study  of  rules  of  practice  and  procedure  in  the  Federal  courts  as  authorized  by 
Public  Law  85-513.  The  committee  reported  that  this  is  the  type  of  item  which 
should  be  considered  in  connection  with  the  annual  estimates  for  1960,  and 
accordingly  deferred  it. 

(5)  The  estimates  included  the  sum  of  $104,000  for  60  additional  clerks  and 
related  costs  for  referees  in  bankruptcy.  The  committee  report  states  in  this 
connection  that  the  item  is  not  recommended  to  be  included  in  the  second  sup- 
plemental appropriation  bill,  1959  and  that  the  need  for  additional  employees 
and  related  costs  incident  to  handling  the  increasing  volume  of  bankruptcy  cases 
will  be  reviewed  in  connection  with  the  1960  budget  estimates. 

All  of  the  reductions  made  by  the  House  were,  therefore,  on  the  basis  that 
it  was  felt  that  the  requests  should  be  for  consideration  in  the  annual  appro- 
priation rather  than  in  a supplemental.  In  view  of  this  and  the  short  remain- 
ing time  in  this  fiscal  year,  we  do  not  wish  to  ask  your  committee  to  make  any 
restorations.  However,  if  you  wish,  we  shall  be  glad  to  appear  before  your 
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committee  to  answer  any  questions  you  may  have  in  connection  with  appropria- 
tions for  the  judiciary. 

If  you  desire  any  further  information  I shall  be  glad  to  furnish  it. 

Sincerely  yours, 

Warren  Olney  III,  Director. 
The  Judiciary 

COURTS  OF  APPEALS,  DISTRICT  COURTS  AND  OTHER  JUDICIAL  SERVICES 

Fees  of  jurors  and  commissioners,  U.S.  courts 


Supplemental  request $180,  000 

House  allowance ISO*  000 

Appropriation  to  date 1 4?  995’  000 

Obligations  to  Nov.  30,  1958 l’  327,’  109 

Expenditures  to  Nov.  30,  1958 l’  327’  109 

Budget  estimate  next  fiscal  year 5’  120’  000 


1 The  sum  of  $55,000  of  this  appropriation  was  obligated  in  1958  under  a special  provi- 
sion in  the  text. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Fees  of  U.S.  commissioners 

Payments  to  commissioners  for  services  in  1958  are  expected  to  aggregate 
$760,000  and  will  include  fees  at  higher  rates  under  Public  Law  85-276  for  the 
last  10  months  of  the  year.  Because  the  higher  rates  will  be  in  effect  for 
the  full  year  1959  it  is  estimated  that  fees  will  total  $780,000.  The  sum  of 
$725,000  presently  is  available  for  fees  of  commissioners.  To  meet  the  estimated 
cost,  an  additional  sum  of  $55,000  will  be  required. 

Fees,  expenses  and  costs  of  jurors 

The  costs  for  juries  in  1958  amounted  to  $4,196,300  and  included  higher  statu- 
tory fees  which  were  in  effect  only  from  September  7,  1957.  The  estimate  for 
1959  is  $4,315,000,  or  an  increase  of  $118,700  of  which  approximately  $30,000  is 
estimated  to  cover  the  difference  between  higher  fees  being  in  effect  for  the 
full  year  1959  as  compared  with  10  months  of  1958,  while  the  remainder, 
$88,700,  will  provide  funds  for  a slight  increase  in  payments  to  jurors.  The  sum 
of  $4,191,000  presently  is  available  for  costs  for  juries  and  an  additional  amount 
of  $124,000  will  be  needed  to  complete  estimated  payments  to  jurors  serving  in 
1959. 

A supplemental  sum  of  $124,000  together  with  funds  now  available  will  allow 
an  average  increase  in  payments  in  1959  of  2.8  percent  over  1958.  Expenditures 
to  November  30,  1958,  totalled  $1,185,295  as  compared  with  $1,128,353  for  the 
same  period  a year  ago,  or  an  average  increase  in  payments  of  5 percent.  It 
is  recognized  that  payments  for  the  first  5 months  of  this  year  include  the  higher 
rates  of  fees  for  the  full  period  whereas  the  same  period  last  year  was  made  up 
of  payments  at  old  rates  for  2 months  and  new  rates  for  3.  It  is  believed  that 
as  the  year  progresses  the  current  percentage  of  increase  will  gradually  de- 
crease to  the  point  where  funds  requested  (for  a 2.8  percent  increase)  will  be 
sufficient. 

Taxes  and  assessments 

To  pay  the  Government’s  share  of  FICA  taxes  on  fees  paid  to  U.S.  commis- 
sioners, it  is  estimated  that  an  additional  sum  of  $1,000  will  be  needed  in  1959. 


Object  classification 


1959 

presently 

available 

1959 

revised 

estimate 

1959  in- 
crease (+)  or 
decrease  (— ) 

Personal  services:  Fees,  U.S.  commissioners 

Other  contractual  services:  Fees: 

Jury  commissioners  

$725, 000 

10, 000 
570, 000 
3, 611, 000 

13. 000 

11.000 

$780, 000 

10, 000 
620, 000 
3, 685, 000 
13,  000 
12, 000 

+$55, 000 

Grand  jurors  . 

+50, 000 
+74, 000 

Pefit  jurors  

Grants  subsidies  and  enntribntions 

Tflve.s  and  assessments  ...  .. 

+1, 000 

Total  obligations  . .. 

4,  940, 000 

5, 120, 000 

180,000 
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Travel  and  miscellaneous  expenses,  U.S.  courts 


Supplemental  request $178,  000 

House  allowance 100,  000 

Appropriation  to  date 2,  975,  000 

Obligations  to  Nov.  30,  1958 1,  394,  531 

Expenditures  to  Nov.  30,  1958 1,  008,  223 

Budget  estimate  next  fiscal  year 3,  733,  000 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  “Miscellaneous  expense”  portion  of  this  appropriation  provides  the  funds 
with  which  to  purchase  the  supplies,  equipment,  lawbooks,  printed  forms  and 
communication  services  for  the  U.S.  circuit  and  district  courts  (except  for  the 
offices  of  referees  in  bankruptcy) . As  the  fiscal  year  1958  progressed  it  was  noted 
that  the  costs  of  communications,  transcripts,  printing  opinions,  and  commodities 
were  advancing  rapidly;  also,  in  their  efforts  to  keep  abreast  of  the  increasing 
volume  of  business  the  courts  required  more  of  these  facilities  and  equipment. 
Funds  were  inadequate  to  meet  all  the  demands  and  it  therefore  became  neces- 
sary to  defer  the  purchase  of  numerous  essential  items  of  equipment  and  law- 
books. Fiscal  year  1959  thus  began  with  a backlog  of  unfilled  requests  from 
court  officials  totaling  nearly  $80,000.  A review  of  the  needs  of  the  courts  in 
the  way  of  physical  facilities  and  the  policies  of  administering  the  appropriation 
concerned  indicates  that  every  effort  is  being  made  to  effect  economies  of  opera- 
tion, but  yet  additional  funds  are  needed  to  provide  the  courts  with  necessary 
tools  and  equipment.  The  following  requests  for  additional  funds,  except  for 
penalty  mail,  are  presented  for  the  purpose  of  providing  funds  to  eliminate  the 
backlog  and  to  meet  current  needs  from  the  current  appropriation. 

Communication  services 

An  additional  amount  of  $39,000  will  be  required  in  1959  to  meet  the  current 
rate  of  payment  for  communication  services.  The  estimate  is  comprised  of  two 
elements:  (1)  $18,000  for  telephone  rate  increases  authorized  by  competent  au- 
thority; (2)  $21,000  for  increases  in  reimbursements  to  the  General  Services 
Administration  resulting  from  changes  in  billing  procedure  under  GSA  Circular 
93,  revised  May  13, 1957. 

The  increases  in  rates  and  reimbursement  to  GSA  are  changes  over  which  there 
is  no  administrative  control  on  the  part  of  the  courts  and  the  cost  to  the  courts 
rises  in  the  same  proportion  as  to  other  Government  agencies. 

Penalty  mail 

The  passage  of  the  Postal  Rate  Increase  Act,  1958,  effective  August  1,  1958, 
places  an  additional  burden  upon  the  appropriation  through  the  payment  at 
higher  rates  for  the  use  of  the  penalty  mail  privilege.  It  is  estimated  that  the 
additional  cost  in  1959  will  be  $28,000,  or  about  one-third  more  than  funds 
presently  available. 

Printing  opinions  of  courts  of  appeals 

An  increase  in  the  number  of  opinions  produced  by  courts  of  appeals  and  the 
rising  contract  rates  therefor  indicate  that  an  additional  sum  of  $11,000  will  be 
required  in  1959.  Obligations  for  the  first  5 months  of  this  year  total  $5,000  more 
than  for  the  same  period  a year  ago.  It  is  requested  that  the  sum  of  $11,000  be 
included  in  the  supplemental  appropriation. 

Transcripts  allowed  by  the  courts 

At  its  two  most  recent  meetings,  March  1958  and  September  1958,  the  Judicial 
Conference  of  the  United  States  authorized  increases  in  maximum  rates  to  be 
charged  by  court  reporters  for  transcripts. 

In  March,  the  ceiling  on  ordinary  transcript  was  increased  from  55  to  65  cents 
per  page  for  the  original  and  from  25  to  30  cents  per  page  for  copy.  Maximum 
rates  for  daily  transcript  were  increased  in  September  on  a sliding  scale  basis 
from  $1.30  to  $1  per  page  for  the  original  and  from  50  to  35  cents  per  page  for 
copies  as  the  number  of  copies  ordered  increased.  The  cost  to  the  Government 
for  furnishing  transcripts  on  appeal  in  forma  pauperis  has  therefore  increased 
by  approximately  $12,000  per  annum  and  a supplemental  appropriation  will  be 
needed  to  cover  these  increases. 


536 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 


Photocopy  paper 

By  turning  to  mechanical  means  of  producing  copies  of  documents  requested 
of  offices  of  clerks  of  court,  the  clerks  have  been  able,  to  a large  degree,  with 
present  staff  to  handle  the  increase  in  volume  of  this  phase  of  their  work.  It  is 
necessary,  however,  to  furnish  these  offices  with  supplies  required  to  produce 
the  copies.  In  order  to  fill  requests  for  photocopy  paper  for  use  in  preparing 
such  copies  an  additional  appropriation  of  $10,000  will  be  required.  It  is  re- 
quested that  this  sum  be  included  in  the  supplemental  appropriation  for  1959. 


Equipment  and  lawbooks 

The  fiscal  year  1958  closed  with  pending  unfilled  orders  for  lawbooks,  general 
office  equipment,  and  furniture  totaling  approximately  $80,000.  Since  that  time 
numerous  orders  have  been  filled  but  the  more  recent  requests  have  been  placed 
on  the  pending  list.  The  lawbooks  should  be  furnished  to  the  courts  without 
delay.  Items  of  office  equipment  and  furniture  are  required  for  normal  opera- 
tions and  should  be  provided  when  the  need  arises.  In  order  to  close  the  fiscal 
year  1959  with  no  backlog  other  than  current  requisitions  and  to  foresee  the  pos- 
sibility of  providing  the  courts  with  these  items  during  1960  with  funds  ap- 
propriated for  that  year,  it  is  urgently  requested  that  an  additional  sum  of 
$78,000  be  appropriated  for  1959. 


Object  classification 


Direct  obligations: 

Travel . 

Transportation  of  things 

Communication  services. 

Penalty  mail 

Rents  and  utility  services ^... 

Printing  and  reproduction 

Other  contractual  services.  

Transcripts  ordered  by  court 

Attorney’s  fees,  Commission  on  Mental  Health,  Dis- 
trict of  Columbia. 

Supplies  and  materials 

Equipment: 

General  office 

Furniture 

Lawbooks,  accessions 

Lawbooks,  continuations. 

Total  direct  obligations 


1959 

presently 

available 

1959 

revised 

estimate 

1959  in- 
crease (+)  or 
decrease  (— ) 

$1, 346, 100 

25. 000 
336, 200 

92. 000 
5, 000 

168,  700 
42,  000 

45. 000 

$1,346,100 

25. 000 
375, 200 
120, 000 

5, 000 
179,  700 

42. 000 

57. 000 

+$39, 000 
+28, 000 

+11,000 

+12, 000 

1,000 
190, 200 

1,000 

200,200 

+10,000 

104. 000 
144,800 

103. 000 

372. 000 

134. 000 
162, 800 

133.000 

372. 000 

+30,000 
+18, 000 
+30,000 

2, 975, 000 

3, 153, 000 

178,000 

Salaries  and  expenses,  Administrative  Office,  U.S.  Courts,  1959 


Supplemental  request $138,  350 

House  allowance 01*  000 

Appropriation  to  date 950,  000 

Obligations  to  Nov.  30,  1958 468,  494 

Expenditures  to  Nov.  30,  1958 420, 139 

Budget  estimate  next  fiscal  year 1*  404,  400 


LANGUAGE  CHANGES 

It  is  requested  that  the  appropriation  language  for  1959  be  amended  to  include 
immediately  after  the  comma  following  the  word  “advertising”,  the  provision 
“ services  as  authorized  by  section  15  of  the  act  of  August  2,  191^6  (5  U.S.C. 
55a) , at  rates  not  to  exceed  $75  per  diem  for  individuals," . 

The  text  of  the  appropriation  so  amended  would  permit  the  employment  of  an 
expect  to  collaborate  with  the  proposed  group  to  be  established  pursuant  to  Pub- 
lic Law  85-513,  approved  July  11,  1958,  to  conduct  under  the  direction  of  the 
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Judicial  Conference  a continuous  study  of  the  rules  of  practice  and  procedure 
in  the  Federal  courts  and  to  recommend  changes  in  such  rules.  An  identical 
change  in  language  is  requested  in  the  justifications  of  budget  estimates  for 
1960. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

An  additional  appropriation  of  $138,350  is  needed  in  the  current  year  for  the 
following  purposes : 


(1)  Increased  pay  costs  under  the  Fereral  Employees  Salary  Increase 

Act  of  1958 $82, 100 

(2)  To  establish  a group  to  implement  the  provisions  of  Public  Law 

85-513,  approved  July  11,  1958 47,  350 

<3)  Higher  hourly  pay  for  employees  whose  rates  of  pay  are  fixed 

by  wage  boards 5,  900 

(4)  Actuarial  study  of  the  Judicial  Survivors  Annuity  System 1,000 

<5)  Higher  postage  rates  authorized  by  the  Postal  Increase  Act  of  1958_  2,  000 


Total 138,350 


Increased  pay  costs 

Due  to  a fewer  number  of  judges  on  the  rolls  during  the  first  5 months  of  fiscal 
year  1959  it  is  recommended  that  the  sum  of  $82,100  estimated  to  be  required 
to  cover  higher  pay  costs  in  the  Administrative  Office  under  the  Federal  Em- 
ployees Salary  Increase  Act  of  1958  be  transferred  from  the  appropriation  for 
salaries  of  judges.  The  estimate  is  comprised  of  $69,600  representing  an  aver- 
age salary  increase  of  10.3  percent,  including  the  cost  of  the  change  in  the 
method  of  computing  salaries : $7,300  to  cover  the  cost  of  placing  four  positions 
in  grade  GS-17  as  authorized  by  section  10(f)  of  the  act;  and  $4,950  and  $250 
for  the  Government’s  contribution  to  the  civil  service  retirement  fund  and  its 
share  of  group  life  insurance  premiums,  respectively.  It  will  be  noted  that  the 
1959  column  of  the  1960  budget  schedules  did  not  include  the  estimated  related 
costs,  but  only  $76,900  for  the  salary  increases.  Employment  in  the  Administra- 
tive Office  is  running  firmly  against  the  level  estimated  for  1959  and  funds  avail- 
able for  other  purposes  will  be  needed  to  meet  the  current  operating  expenses 
of  the  office.  Therefore,  none  of  the  pay  costs  can  be  absorbed  in  this  appro- 
priation. 

Rules  group 

In  accordance  with  the  provisions  of  Public  Law  85-513,  approved  July  11, 
1958,  and  the  assignment  by  the  Judicial  Conference  under  the  provision  of 
28  U.S.C.  604 (a)  12,  “[The  Director  shall:]  Perform  such  other  duties  as  may 
be  assigned  to  him  by  the  Supreme  Court  or  the  Judicial  Conference  of  the 
United  States”,  it  is  proposed  to  establish  a group  in  the  Administrative  Office 
of  the  U.S.  Courts  to  conduct  a continuous  study  of  the  operation  and  effect 
of  the  general  rules  of  the  practice  and  procedure  in  the  Federal  courts  and  to 
recommend  changes  in  and  additions  to  such  rules.  To  establish  this  unit  at 
the  earliest  possible  time  it  is  requested  that  additional  funds  be  appropriated 
for  1959.  The  sum  of  $41,000  would  be  sufficient  to  pay  salaries  of  the  staff  for 
the  last  4 months  of  the  fiscal  year  1959  to  initially  equip  the  group  and  to 
provide  it  with  necessary  service  and  travel  funds.  The  proposed  staff  consists 
of  four  attorneys  in  grade  GS-15  and  two  secretaries  in  grade  GS-7  who  will 
operate  with  the  assistance  of  an  expert  in  the  field  of  rules  of  practice  in  the 
Federal  courts  and  who  will  be  compensated  on  a when  actually  employed  basis 
as  provided  in  the  herein  proposed  change  in  the  text  of  this  appropriation.  The 
details  of  the  estimated  related  costs  will  be  found  in  the  analysis  on  a pre- 
ceding page. 

It  is  expected  that  the  establishment  of  a rules  group  in  the  Administrative 
Office  will  have  an  immediate  impact  upon  the  Division  of  Procedural  Studies 
and  Statistics  in  that  there  will  be  required  new  and  additional  statistics  for 
basic  study.  It  is  requested,  therefore,  that  the  sum  of  $6,350  be  appropriated 
for  the  employment  of  a statistician  in  Grade  GS-14,  a tabulating  machine 
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operator  In  grade  GS-3,  and  for  the  initial  purchase  of  furniture  and  equipment 
which  would  cost  approximately  $1,150. 

Increases  Authorized  by  Wage  Boards 

Adjustments  in  salaries  of  employees  whose  rates  of  pay  are  fixed  by  action 
of  legally  constituted  wage  boards  were  made  in  October  1957,  April  1958,  and 
September  1958.  Also,  as  the  result  of  a recent  survey,  a wage  increase  effective 
January  12,  1959,  has  been  recommended  for  warehousemen.  It  is  requested 
that  the  sum  of  $5,900  be  included  in  the  supplemental  appropriation  to  cover 
such  increases  payable  in  1959. 

Actuarial  study  of  judicial  survivors  annuity  system 

A provision  in  section  4 of  the  Judicial  Survivors  Annuity  Act  requires  the 
periodic  examination  of  the  fund  under  the  act  by  an  actuary.  The  first  of  such 
examinations  was  made  in  July  1958  by  an  actuary  of  the  Treasury  Department 
and  his  findings  were  reported  to  the  Judicial  Conference  in  September  1958 
as  required  by  law.  The  reimbursement  to  the  Treasury  Department  for  his 
services  was  approximately  $1,000.  Because  of  the  heavy  demands  upon  the 
appropriation  for  the  Administrative  Office  this  sum  cannot  be  absorbed  and  it 
is  requested  that  it  be  included  in  the  supplemental  appropriation  for  1959. 

Penalty  Mail 

The  passage  of  the  Postal  Rate  Increase  Act,  1958,  effective  August  1,  1958r 
placed  an  additional  burden  upon  the  appropriation  through  the  payment  at 
higher  rates  for  the  use  of  the  penalty  mail  privilege.  It  is  requested  that  the 
supplemental  appropriation  for  1959  include  $2,000  to  cover  the  additional  cost. 


Analysis  of  request  for  additional  funds  for  1959 


Increased 
pay  costs 

Rules 

group 

Wage 
Board 
increases 
and  actu- 
arial study 

Increased 

postage 

rates 

Total 

Personal  services 

$76, 900 

$31,200 

2,000 

900 

$6,900 

$115,000 
2, 000 
900 
2,000 
350 
250 
11, 300 
6,  550 

Travel 

Communications 

Penaltv  mail..  - - - 

$2, 000 

Printing  and  reproduction - 

350 

Other  contractual  services.  

250 

Equipment  --  --  

i 11, 300 
1,600 

Contributions  to  retirement  fund.., 

4, 950 

Total 

82, 100 

47,350 

6, 900 

2,000 

138, 350 

1 $9,300  of  this  amount  is  a nonrecurring  item  for  furniture  and  equipment. 


Expenses  of  referees 

Supplemental  request 

House  allowance 

Appropriation  to  date 

Obligations  to  Nov.  30,  1958 

Expenditures  to  Nov.  30,  1958 

Budget  estimate  next  fiscal  year 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  additional  funds  for  fiscal  year  1959  are  requested  for  three  purposes : 
(1)  for  increased  pay  costs  under  the  Federal  Employees  Salary  Increase  Act 
of  1958;  (2)  for  higher  postal  rates  under  the  Postal  Rate  Increase  Act,  1958, 
and  (3)  for  additional  employees,  services,  supplies  and  equipment  needed  to 
handle  the  rising  volume  of  business  in  the  bankrupty  courts. 


$351,  600 
247,  600 

2,  625,  550 
1, 155,  403 

956,  674 

3,  580,  000 
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Increased  pay  cost 

The  average  per  annum  increase  under  the  act  is  about  10.3  percent,  includ- 
ing the  cost  of  the  change  in  the  method  of  computing  salaries.  This  percentage 
factor  was  applied  to  the  amount  available  in  the  1959  appropriation  for  salaries 
of  clerical  employees  to  referees,  all  of  whom  received  increases  under  the  act. 
The  estimate  of  $201,300  was  thus  computed.  The  related  costs  of  the  agency’s 
contribution  to  the  civil  service  retirement  fund,  6*4  percent  of  the  increase 
in  salaries,  and  its  share  of  the  group  life  insurance  premiums,  $3.25  per  thou- 
saind  per  year,  are  estimated  to  be  $11,000  and  $300,  respectively,  making  the 
total  additional  amount  required  for  increased  pay  costs  to  be  $212,600  for 
which  a supplemental  appropriation  is  requested. 

Additional  amounts  required  to  handle  rising  volume  of  bankruptcy  cases 

It  is  estimated  that  the  number  of  bankruptcy  cases  to  be  filed  in  1959  will 
total  107,000,  an  increase  of  15,332  cases  over  the  total  filings  in  1958.  During 
the  first  5 months  of  1958,  there  was  an  increase  over  the  same  period  of  1957 
of  5,766  in  cases  filed,  and  for  a similar  period  of  1959  over  1958  the  increase 
has  been  6,266  or  an  average  increase  of  1,253  cases  per  month.  If  this  average 
rate  continues,  the  total  filings  in  1959  will  be  106,704.  The  percentage  increase 
in  filings  during  the  first  5 months  of  1959  is  18.3  percent  as  compared  with  the 
corresponding  5 months  of  the  fiscal  year  1958.  If  this  percentage  rate  continues 
throughout  the  fiscal  year  1959  the  numerical  increase  in  filings  will  be  16,775 
which  will  raise  the  total  cases  filed  for  the  year  to  108,443.  Based  on  these 
additional  facts,  it  appears  that  our  earlier  estimate  of  107,000  cases  is  firm. 

To  cope  with  the  rising  caseload  it  is  necessary  to  augment  the  clerical  staff 
in  many  referees’  offices  and  to  provide  additional  funds  for  rental  of  space  for 
furnishing  supplies,  equipment  and  utility  services.  A supplemental  appropria- 
tion made  up  of  the  following  amounts  is  requested : 

Additional  personnel : 60  clerks  in  GS-4,  at  $3,755  per  annum  to  be 


employed  for  approximately  3 months  each $50,  000 

Communication  services 5.  000 

Rents  and  utility  services 10,  000 

Other  contractual  services 200 

Supplies  and  materials 5,  200 

Equinment 30,  000 

Grants,  subsidies,  and  contributions 3,  600 


Total 104,000 


Penalty  mail,  additional  cost 

The  passage  of  the  Postal  Rate  Increase  Act,  1958,  effective  August  1,  1958, 
places  an  additional  burden  upon  this  appropriation  through  payment  at  the 
higher  rates  for  the  use  of  the  penalty  mail  privilege.  It  is  estimated  that  the 
additional  cost  in  1959  will  be  approximately  $35,000  for  which  a supplemental 
appropriation  is  requested. 


Program  by  activities 


1959 

presently 

available 

1959 

revised 

estimate 

1959  in- 
crease (+)  or 
decrease  (— ) 

Clerk  hire  and  miscellaneous  exnenses  of  referees 

$2,  838  150 
-212. 600 

$2,  977, 150 

+$139, 000 
+212.  600 

Supplemental  required  for  pay  increases 

Total  obligations 

2, 625. 550 

2, 977, 150 

351, 600 
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Department  of  the  Interior 

BUREAU  OF  INDIAN  AFFAIRS 
Letter  From  Senator  Barry  Goldwater 

. ) 

NAVAJO-HOPI  ROAD  PROGRAM 

Chairman  Hayden.  I have  received  a letter  from  Senator  Gold- 
water  in  support  of  funds  for  the  Navajo-Hopi  road  program.  This 
letter  will  be  included  in  the  record  at  this  time. 

( The  letter  referred  to  follows : ) 

U.  S.  Senate, 

Washington,  D.C.,  April  10, 1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations,  U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman  : In  the  Four  Corners  Area  of  Arizona  development  is  tak- 
ing place  at  the  present  time  at  a furious  pace.  Discovery-  of  some  of  the  richest 
deposits  of  oil,  gas,  uranium,  and  coal,  as  well  as  the  construction  of  Glen  Canyon 
Dam,  have  brought  hundreds  of  vehicles  into  an  heretofore  unexplored  and  un- 
traveled area  have  caused  staggering  traffic  problems  on  the  tiny  country 
roads  which  are  presently  being  used  for  access. 

Because  emergency  relief  was  indicated,  last  year  Congress  passed  the  Navajo- 
Hopi  road  bill,  now  Public  Law  740,  authorizing  $20  million  for  construction  on 
Highways  1 and  3 across  the  Indian  reservation.  On  the  basis  of  this  public 
law,  construction  plans  were  laid.  Now  to  fail  to  appropriate  any  funds  com- 
pletely ignores  the  intention  of  this  legislation  and  the  dire  need  for  it. 

On  March  20,  the  House  removed  a provision  in  this  year’s  appropriation  bill 
which  made  an  appropriation  of  $1  million  for  initial  construction.  At  the  time 
the  public  law  was  approved,  construction  plans  were  immediately  begun,  and 
on  this  basis  certain  commitments  were  made.  The  stricken  appropriation  was 
thus  a deficiency  appropriation  to  cover  the  amounts  the  Interior  Department  has 
allotted  from  other  Indian  road  funds. 

I urge  that  you  reconsider  the  House  action  and  will  appropriate  sufficient 
funds  to  let  contracts  for  start  of  construction  in  fiscal  1959. 

Sincerely, 


Barry  Goldwater. 
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DISTRICT  OF  COLUMBIA 

STATEMENTS  OF  ROBERT  E.  McLAUGHLIN,  PRESIDENT  OF  THE 

BOARD  OF  COMMISSIONERS;  DAVID  B.  KARRICK,  COMMISSIONER; 

GEN.  A.  C.  WELLING,  ENGINEER  COMMISSIONER  (ACCOMPANIED 

BY  WALTER  L.  FOWLER,  BUDGET  OFFICER,  AND  SCHUYLER 

LOWE,  DIRECTOR  OF  GENERAL  ADMINISTRATION) 

Overall  Amendments  Requested 

Chairman  Hayden.  We  will  next  take  up  the  District  of  Columbia. 

Senator  Pastore. 

Mr.  McLaughlin.  Mr.  Chairman,  I am  Robert  E.  McLaughlin, 
President  of  the  Board  of  Commissioners. 

Chairman  Hayden.  We  are  glad  to  see  you. 

Senator  Pastore.  The  committee  will  now  hear  from  the  Commis- 
sioners of  the  District  of  Columbia  on  their  amendments  requested  to 
the  House  bill. 

The  House  cut  $1,293,133  from  the  total  requested  in  several  ap- 
propriation items,  and  you  are  asking  for  restoration  of  $557,450,  plus 
$264,300  requested  in  Senate  Document  20,  or  a total  request  of 
$821,750.  Also  requested  is  the  additional  sum  for  Federal  contribu- 
tion to  the  general  fund,  $3,100,000 ; the  House  allowed  $5  million,  and 
the  regular  bill  for  this  year  provided  $20  million.  The  Commis- 
sioners’ letter  on  the  amendments  requested  the  amendments  submitted 
in  Senate  Document  20  and  the  justification  filed  in  support  thereof 
will  be  placed  in  the  record. 

(The  information  referred  to  follows :) 

District  of  Columbia, 

April  3, 1959. 

Hon.  Carl  Hayden, 

Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Hayden  : The  Commissioners  beg  to  express  to  you  their  sincere 
thanks  for  extending  to  them  the  courtesy  of  an  opportunity  to  indicate  to  your 
committee  certain  changes  desired  by  them  in  the  District  of  Columbia  second 
supplemental  appropriation  bill  for  1959  as  passed  by  the  House. 


542  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 
The  changes  requested  are  summarized  by  objects  and  funds  as  follows : 


Object 


Amount 
reduced  by 
House 


OPERATING  EXPENSES 


Amount 
requested  to 
be  restored 


Title  I: 

Department  of  General  Administration 

Department  of  Occupations  and  Professions 

Public  Schools . 

Public  Library 

Metropolitan  Police _. 

Fire  Department 

Department  of  Corrections 

Department  of  Public  Welfare 

Settlement  of  Claims  and  Suits.. 

Judgments 

Audited  Claims... 

Total,  title  I 

Title  II: 

Executive  Office 

office  of  Corporation  Counsel 

Regulatory  Agencies 

Recreation  Department 

Department  of  Veterans’  Affairs 

Office  of  Civil  Defense... 

Department  of  Vocational  Rehabilitation... 

Courts. 

Department  of  Public  Health 

Department  of  Buildings  and  Grounds 

Office  of  Survevor 

Denartment  of  Licenses  and  Inspections 

Denartment  of  Highways 

Denartment  of  Vehicles  and  Traffic.. 

Washington  aqueduct 

National  Guard  

National  Canital  Parks 

National  Zoological  Park.. 

Total,  title  II 

Total,  operating  expenses 

BY  FUNDS 


— $93, 250 
-5,  750 

—38.250 


+85,  750 

* 200, 000 


-61,500 
-146,  500 


2+261,  500 
2+3, 934 
2+88, 066 


-345, 250 


+159,  250 


-9, 075 
-13, 130 
-24,  203 
-43,  300 
-2, 250 
-1,  550 
-3,  800 
-81,750 
-469. 925 
-35. 025 
-2,  750 
-40, 175 
-86,  500 
-20,  800 
-32, 000 
-2,  750 
-61,  975 
-16,  925 

-947,  883 


+43, 300 


2+527,  225 


+20, 000 


+61. 975 

+10, 000 

+662,  500 


-1,203,133 


2 +821,  750 


General  fund 

Highway  fund 

Water  fund 

Sanitary  sewage  works  fund 
Motor  vehicle  parking  fund. 

Total 


-1, 204,  656 
-56,  477 
-32, 000 


+821,  750 


-1,293,133 


+821,  750 


' Reduction  recommended  by  Commissioners  in  full  amount  allowed  by  House. 
2 Includes  budget  amendments  contained  in  S.  Doc.  20  as  follows: 


Denartment  of  Public  Welfare $115,000 

Settlement  of  claims  and  suits 3, 934 

Judgments 88,066 

Department  of  Public  Health 57, 300 


Total 


264, 300 


* Excludes  $14,000  requested  restored  for  pay  increase  costs.  Department  of  Vehicles  and  Traffic. 


Again,  I thank  you  for  this  opportunity. 
Yours  very  truly, 


Robt.  E,  McLaughlin, 

President,  Board  of  Commissioners  of  the  District  of  ColumMa. 


Federal  Payment 


(House  hearings,  p.  854) 


Appropriation,  1958 $20,  000,  000 

Appropriation,  1959 20,  000,  000 

Supplemental  estimate,  1959 9,  000,  000 

House  allowance,  supplemental  1959  (reduction  of  $4,000,000) 5,000,000 
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Amendment  Requested 

TITLE  I 

Page  10,  line  26,  strike  out  “$5,000,000”  and  insert  in  lieu  thereof  “$8,100,000”, 
or  an  increase  of  $3,100,000  in  the  appropriation. 

The  last  session  of  Congress  enacted  Public  Law  85-451,  approved  June  6, 
1958  which  increased  the  authorized  Federal  payment  to  the  general  fund  of  the 
District  of  Columbia  from  $23  million  to  $32  million.  This  action,  which  was 
effective  beginning  with  fiscal  year  1959,  was  taken  after  comprehensive  testi- 
mony was  presented  concerning  the  financial  condition  of  the  District,  the  un- 
usual requirements  imposed  on  the  District,  and  the  limitations  on  revenue 
possibilities,  all  of  which  served  to  indicate  and  justify  the  increase  in  the 
Federal  payment  that  was  authorized. 

In  formulating  budget  estimates  for  the  District  of  Columbia,  this  authoriza- 
tion of  Federal  payment  is  considered  with  other  financial  resources  as  the 
means  of  financing  proposed  expenditures  for  the  District.  The  increase  was 
approved  subsequent  to  the  budget  submission  for  1959  but  it  was  anticipated 
that  it  would  be  needed  to  partly  pay  the  cost  of  the  then  pending  pay  increases. 

The  supplemental  estimate  for  1959  requested  items  payable  from  the  general 
fund  totaling  $14,033,022.  It  was  proposed  to  finance  these  requirements  by 
increasing  the  Federal  payment  by  $9  million  and  approximately  $5  million  from 
District  funds.  The  House  cut  the  expenditure  request  by  $1,204,656  and  re- 
duced the  Federal  payment.  After  these  actions  and  releasing  all  reserves  it  is 
estimated  that  the  deficit  in  the  general  fund  at  the  end  of  1959  will  be 
$2,226,556. 

The  Commissioners  are  requesting  the  restoration  of  $557,450  of  this  expendi- 
ture. In  addition  there  are  pending  for  submission  to  Congress  requests  for 
further  supplemental  amounting  to  $264,300  or  a total  increase  of  $821,750  over 
the  House  bill. 

After  considering  restorations  the  pending  supplemental  and  the  proposed 
amendments,  the  financial  condition  of  the  general  fund  for  1959  follows  : 


Revenue  availability : 

Surplus  at  beginning  of  year $9,  860,  919 

Estimated  revenue  collections 146,  160,  000 

Federal  payment  (presently  approved) 25,000,000 


Total  revenue  availability 181,  020,919 


Funds  required : 

Appropriations  approved  for  1959  (funds  required) 170,419,109 

Supplemental  approved  by  House 12,  828,  366 

Restoration  requested : 

House  deletions $557,  450 

Budget  amendments 264,  300 

821, 750 


Total  funds  required 184,  069,225 


Deficit 3,  048,306 


This  amendment  requested  will  increase  the  House  allowance  for  the  Federal 
payment  by  $3.1  million  which  will  eliminate  the  deficit  and  leave  a surplus  of 
$51,694  at  the  end  of  1959. 
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Supplemental  Estimate,  Senate  Document  20 
DISTRICT  OF  COLUMBIA 
District  of  Columbia  Funds 


OPERATING  EXPENSE 


n.  Doc. 
90 

page 

Heading 

House 

document 

estimate 

Revised 

estimate 

Increase 

14 

Department  of  Public  Health  _ _ _ _ 

$1,  879,  700 

$1, 937, 000 

$57, 300 

This  additional  amount  is  to  cover  an  increase  of  $0.16  in  the  per  diem  reim- 
bursement rate  for  care  of  District  of  Columbia  patients  in  St.  Elizabeths  Hos- 
pital, approved  effective  January  1,  1959.  For  the  last  6 months  of  fiscal  year 
1959  the  total  patient-day  cost  will  be  increased  from  $6.75  per  patient-day  to 
$6.91  per  patient-day.  This  amount  is  in  addition  to  the  estimate  of  $1,879,700 
transmitted  to  the  Congress  in  House  Document  90  on  March  2,  1958. 


H.  Doc. 

House 

Revised 

58 

page 

Heading 

document 

estimate 

estimate 

Increase 

41 

Department  of  Public  Welfare __ 

$897, 200 

$1, 012, 200 

$115, 000 

This  amount  is  to  cover  the  cost  of  public-assistance  caseloads  which  have 
increased  an  average  of  73  cases  per  month  since  transmission  of  the  estimate 
of  $897,200  in  House  Document  58  on  February  11, 1959. 


MISCELLANEOUS 


H.  Doc. 

House 

Revised 

58 

page 

Heading 

document 

estimate 

estimate 

Increase 

41 

Settlement  of  claims  and  suits. . 

$20, 197 

$24, 131 

$3, 934 

42 

Judgments.  ..  . . ..  . . 

30,  219 

118, 285 

88, 066 

(Delete  the  paragraph  and  tabulation  under  the  head  “Judgments”  on  p.  42 
of  H.  Doc.  58  and  insert  in  lieu  thereof  the  following : ) 

For  the  payment  of  final  judgments  rendered  against  the  District  of  Columbia, 
as  set  forth  in  Senate  Document  Numbered  20  (Eighty-sixth  Congress),  $118,285, 
together  with  such  further  sums  as  may  be  necessary  to  pay  the  interest  at  not 
exceeding  4 per  centum  per  annum  on  such  judgments,  as  provided  by  law,  from 
the  date  the  same  became  due  until  the  date  of  payment. 


t ; f ’■  ' ; - . - _ A * • . . 

Amount  of 
judgment 

Costs 

Total 

Robert  H.  -Tones  v . District  of  Columbia  . 

$5, 000 

$5, 000 

Annie  F.  Campbell  v.  District  of  Columbia  ... 

15, 000 

15,  000 

The  Brookings  Institution  _ . ... . ... 

$107 

107 

District  of  Columbia  v.  Karsusky  et  aL  . ... 

81 

81 

Dennett  v.  District  of  Columbia...  . . ________  __  __  ... 

10, 000 

31 

10,  031 

District  of  Columbia  v.  Fen  Lar  Associates  -----  ...  _ 

67 

67 

Scull,  et  al.,  v.  District  cf  Columbia,  et  al  _ ..  . 

60, 000 

192 

60, 192 

Albert  M.  White  & Imperial  Ins.  Co.  v.  District  of  Columbia, 

et  al  - . 

173 

6 

179 

Eastern  Dispensary  & Casualty  Hospital  to  its  own  use  and 

to  the  use  of  Poston  Ins.  Co.  v.  District  of  Columbia,  et  al . . .. 

2,128 

4 

2,  132 

Progressive  Builders,  Inc.  v.  District  of  Columbia  _ _ . 

6,  620 

131 

6,  751 

Jessye  M.  Barnard  v.  District  of  Columbia  

10,  000 

10, 000 

Mabel  Elliott  v.  District  of  Columbia. ..  

8,  500 

245 

8,  745 

Total 

117,  421 

864 

118, 285 
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These  increases  are  to  provide  funds  for  the  settlement  of  claims  and  suits 
and  judgments  and  costs  adjudicated  since  the  transmission  to  the  Congress 
of  House  Document  58  on  February  11,  1959. 

Supplemental  Estimate 

Senator  Pastore.  All  right,  Commissioner  McLaughlin,  will  you 
justify  the  need  for  the  additional  $3,100,000  requested  for  the  balance 
of  this  fiscal  year  and  give  us  any  other  comment  you  care  toTnake 
on  the  overall  requests. 

Mr.  M.  cLaughlin.  Mr.  Chairman,  may  I present  Commissioners 
Karrick  and  Welling  who  are  with  me,  and  we  have  many  members 
of  the  staff,  that  is,  heads  of  departments  to  justify  when  I finish 
with  my  statement. 

The  budget  estimate  for  supplemental  for  the  District  of  Columbia 
amounted  to  $15,305,000,  which  consisted  of  $14,006,000  for  salary 
increases  and  $1,299,000  for  other  purposes.  These  estimates  were 
submitted  in  House  Documents  58  and  90  and  were  chargeable  to  the 
funds  of  the  District  as  follows : General  fund,  $14,033,022 ; highway 
fund,  $651,999;  water  fund  $321,834;  sanitary  sewage  works  fund 
$282,608 ; and  the  motor  vehicle  parking  fund,  $15,537. 

It  was  proposed  to  finance  the  requests  for  the  funds  other  than  the 
general  fund  from  District  sources.  In  the  general  fund  an  increase 
of  $9  million  in  the  Federal  payment  was  requested  to  partially  pay 
the  cost  of  the  salary  increases.  This  would  have  increased  the  pres- 
ently appropriated  amount  of  $20  million  to  $29  million,  which  is 
well  below  the  authorized  Federal  payment  of  $32  million. 

HOUSE  REDUCTIONS 


Of  the  $15,305,000  requested,  the  House  approved  the  amount  of 
$14,011,867,  or  a reduction  of  $1,293,133.  Fortunately  there  were  no 
cuts  in  items  for  public  schools,  metropolitan  police,  fire  department, 
and  department  of  sanitary  engineering.  However,  funds  for  salary 
increases  of  the  other  23  departments  of  the  District  were  reduced  by 
approximately  25  percent.  It  has  been  noted  that  pay  increase  items 
for  Federal  departments  were  reduced  by  a maximum  of  10  percent. 

In  the  general  fund,  the  House  allowance  was  $1,204,656  below 
the  amount  requested  but  the  Federal  payment  was  cut  by  $4  million, 
which  would  indicate  a deficit  of  $2,795,344.  There  was  included  in 
the  revenue  availability  for  1960,  an  estimated  surplus  of  $568,788 
Horn  1959.  The  application  of  this  amount  to  the  requirements  for 
1959  will  reduce  the  deficit  to  $2,226,556  but  there  will  be  that  much 
less  available  for  1960. 


i 


commissioners’  action 

After  being  informed  of  the  action  of  the  House  Appropriations 
Committee,  the  Commissioners  took  immediate  action  to  curtail  ex- 
penses by  freezing — 

( 1 ) Appointments  to  fill  vacant  positions ; 

(2)  Promotions; 

(3)  Purchase  of  supplies  and  equipment  other  than  those  ab- 
solutely essential  to  operations. 
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This  order  has  now  been  replaced  with  normal  budgetary  controls 
under  which  departments  are  required  to  effect  all  necessary  economies 
so  that  available  funds  will  not  be  exceeded. 

The  Commissioners  are  requesting  that  only  the  most  urgent  items 
be  restored.  In  general,  no  change  is  requested  unless  failure  to  ob- 
tain it  would  result  in  furloughing  of  employees,  reduction  in  pay  or 
public  assistance  grants,  or  drastic  curtailment  of  safety  or  services. 
It  is  a difficult  restriction  and  only  7 out  of  23  departments  involved 
in  the  House  cuts  met  these  criteria.  The  restoration  for  health  and 
welfare  are  undoubtedly  the  most  important  in  this  group.  The  serv- 
ices of  the  other  16  agencies  will  be  badly  affected  but  with  rigid 
economies  no  drastic  action  will  be  necessary  in  1959. 

The  requests  are  all  payable  from  the  general  fund  and  amount  to 
$757,050.  However,  there  is  also  recommended  a decrease  of  $200,000, 
which  makes  the  net  increase  $557,450.  In  addition,  there  is  pending 
an  additional  supplemental  for  public  assistance  grants,  additional 
wage  board  increases  for  St.  Elizabeth’s  Hospital,  claims  and  judg- 
ments that  will  cost  $264,300,  or  a total  net  increase  of  $821,750. 

• 

BEQUEST  FOB  BESEBVE 

In  connection  with  the  reductions,  the  committee  report  on  the  Dis- 
trict of  Columbia  appropriation  bill  for  1960,  as  passed  by  the  House, 
provided  in  part  as  follows  with  respect  to  the  second  supplemental 
appropriation  bill,  1959 : 

* * * If  the  Congress  should  not  approve  in  full  these  pending  fiscal  year  1959 
estimates,  the  committee  recommends  that  the  difference,  which  is  included  in 
the  appropriation  for  1960  of  each  department  concerned,  be  placed  in  reserve. 

EFFECT  OF  SEDUCTIONS 

Although  the  Commissioners  believe  that  deferrals  and  one-time 
savings  can  be  made  to  absorb  some  portions  of  the  House  reductions 
in  these  supplemental  requests,  a continuation  of  any  portion  of  the 
cuts  into  fiscal  year  1960  would  have  a crippling  effect  on  many  im- 
portant services.  The  Commissioners  therefore  urgently  request  ap- 
propriate action  to  eliminate  the  requirements  that  an  amount  equal 
to  the  reductions  in  the  supplemental  bill  be  placed  in  reserve  in  1960. 

The  increases  requested,  when  added  to  the  deficit  in  the  bill  as 
passed  by  the  House,  results  in  a revenue  shortage  of  $3,048,306. 
There  is  requested  a restoration  of  $3.1  million  in  the  Federal  pay- 
ment to  finance  this  deficit  and  leave  a surplus  of  $51,694. 

The  only  flexibility  that  the  Commissioners  have  in  determining 
taxes  is  by  raising  the  rate  for  real  and  personal  property.  Since 
the  rate  for  1959  was  established  last  July,  the  Commissioners  can 
take  no  action  this  year  to  eliminate  any  deficit  that  may  accrue  due 
to  an  inadequate  Federal  payment. 

The  Commissioners  appreciate  the  opportunity  of  appearing  before 
this  committee  and  are  prepared  to  justify  each  item. 

Mr.  Chairman,  may  I read  a brief  statement  on  the  Federal  pay- 
ment and  then  ask  to  have  inserted  in  the  record  a more  extensive 
bit  of  material  on  the  Federal  payment  of  the  District  of  Columbia? 

Senator  Pastore.  Without  objection  so  ordered. 

(The  statement  referred  to  follows :) 
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Government  of  the  District  of  Columbia, 

Executive  Offices, 
Washington,  D.C.,  April  8 , 1959. 

The  Federal  Payment  to  the  District  of  Columbia 

The  Commissioners  have  a comprehensive  statement  on  the  Federal  payment 
which  we  request  be  inserted  in  the  record.  We  do,  however,  wish  to  discuss 
some  of  the  most  important  aspects  of  this  very  important  matter. 

From  1946  through  1954,  the  Federal  payment  never  exceeded  $11  million.  In 
1955,  it  reached  $20  million. 

Beginning  with  the  fiscal  year  of  1946,  the  Congress  has  approved  basic 
salary  increases  aggregating  $56,596,467  annually,  and  pension  and  insurance 
benefits  amounting  to  $4,876,405  a year.  These  increases,  with  mandatory  within- 
grade  step  increases  of  $7,025,000,  reach  a total  of  $68,496,872  per  year. 

In  1946,  our  total  general  fund  appropriations  amount  to  $64,728,423,  but  be- 
cause of  the  increased  costs  resulting  from  such  legislation,  from  increased 
requirements  for  services,  and  from  inflationary  trends,  the  estimate  for  1960 
is  in  excess  of  $200  million. 

In  these  years  District  residents  became  acquainted  with  many  new  or  in- 
creased taxes,  like  the  income  tax  which  is  estimated  to  product  $23,500,000 
in  1960,  and  the  sales  tax  estimated  to  produce  $20,550,000  in  1960.  These,  with 
general  increases  throughout  the  tax  structure,  could  not  hold  the  line  in  the 
face  of  rising  costs  and  almost  annual  beneficial  legislation. 

Since  1954  exhaustive  hearings  have  been  held  by  the  Joint  Fiscal  Committee 
and  the  result  of  these  hearings  was,  in  each  instance,  legislation  that  combined 
increased  Federal  payments  wTith  additional  local  taxes  or  borrowing  to  provide 
the  total  funds  needed.  In  other  words,  the  Congress  and  the  District  each 
agreed  to  provide  a specified  amount,  and  only  the  District  has  kept  its  part  of 
the  bargain.  The  sequence  of  these  agreements  is  as  follows : 

In  1954 : The  increase  in  the  Federal  payment  authorization  was  $9  million, 
accompanied  by  increases  of  $9  million  in  local  taxes  supporting  the  general 
fund  (Public  Law  83-364). 

In  1956:  Financial  stringency  made  a further  increase  necessary,  this  time  by 
$3  million,  accompanied  by  a disproportionately  larger  increase  in  general  fund 
taxes  of  $16.5  million  ( Public  Law  84-460) . 

In  1958 : Because  of  a continued  spiraling  of  costs,  and  because  local  taxes 
were  equal  to  those  prevailing  in  the  suburbs  and  therefore  should  not  be  further 
increased,  it  was  necessary  to  increase  the  payment  by  $9  million  in  1958,  raising 
it  to  its  present  authorized  limit  of  $32  million  a year  (Public  Law  85-451).  At 
the  same  time,  authority  was  granted  to  the  District  to  borrow  up  to  $75  million 
to  finance  some  of  the  urgently  needed  public  works  projects  such  as  schools. 

Altogether,  during  the  past  5 years,  the  District  has  increased  general  fund 
taxes  by  $25.5  million  a year,  and  has  proceeded  to  collect  this  amount.  In 
addition,  highway  user  taxes,  water  rates,  and  sewer  service  charges  have  been 
increased  $6.4  million  a year,  and  real  estate  has  been  reassessed,  resulting  in 
$4  million  a year  additional  revenue.  Thus,  local  taxes  and  charges  have  been 
increased  $35.9  million  a year  while  the  authorized  Federal  payment  has  been 
increased  $21  million. 

However,  the  full  amount  of  the  authorized  Federal  payment  has  been  paid 
only  once  in  these  years.  The  intent  on  the  part  of  the  Congress  ultimately  to 
pay  the  full  amount  of  the  Federal  payment  is  indicated  by  the  fact  that  Public 
Law  84-460  provides  that  any  deficiencies  in  the  amounts  appropriated  from 
year  to  year  for  the  Federal  payment  may  be  paid  in  subsequent  years.  This 
provision  is  as  follows: 

“Sec.  2(b).  If  in  any  fiscal  year  or  years  a deficiency  exists  between  the  amount 
appropriated  and  the  amount  authorized  by  this  article  to  be  appropriated,  addi- 
tional appropriations  are  hereby  authorized  for  subsequent  fiscal  years  to  pay 
such  deficiency  or  deficiencies.” 

Our  tax  structure  is  frequently  criticizpd.  Attached  to  the  detailed  state- 
ment on  this  subject  is  a document  titled  “Tax  Comparisons  of  Major  Taxes  in 
the  Washington  Metropolitan  Area.”  This  statement  is  very  revealing  as  to  the 
true  picture  of  taxation  in  the  District.  It  shows  that  we  have  one  of  the 
most  comprehensive  systems  of  taxes  of  any  jurisdiction  in  the  United  States. 

It  also  shows  that  despite  many  differences  in  rates  and  types  of  taxes,  the 
tax  structures  of  Maryland,  Virginia,  and  the  District  tend  to  have  the  same  ag- 
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gregate  impact  on  the  taxpayer.  We  believe  that  a careful  study  of  the  at- 
tached statement  will  confirm  that  the  District  is  thoroughly  taxed. 

The  committee  will  observe  that  in  1959  the  District  received  $20  million  in- 
stead of  the  authorized  $32  million. 

The  committee  will  also  observe  that  we  did  not  ask  in  the  supplementals 
for  any  more  than  we  thought  we  would  need  at  the  time;  that  is,  $9  million, 
which  would  have  made  a total  of  $29  million.  The  House  approved  $5  million 
of  the  $9  million  requested. 

We  now  find  that  instead  of  $4  million  we  only  need  $3,100,000  additional 
to  balance  our  budget.  Accordingly,  that  is  the  amount  we  urgently  request 
you  to  restore. 

The  implications  of  the  failure  of  Congress  to  approve  the  amount  requested 
for  the  Federal  payment  are  very  serious.  The  Commissioners,  in  formulating 
a budget  for  the  District,  consider  the  requirements  necessary  to  operate  a city 
of  this  type.  When  the  Federal  payment  is  reduced  there  is  usually  a cor- 
responding cut  in  services  and  capital  outlay  items.  The  effect  is  that  we  are 
constantly  striving  to  catch  up  on  services  and  construction  that  should  have 
been  done  several  years  ago. 

We  should  like  your  permission  to  insert  in  the  record  at  this  point  the  re- 
mainder of  our  statement  on  the  Federal  payment  to  the  District  of  Columbia. 


Government  of  the  District  of  Columbia* 

Executive  Offices, 
Washington,  D.C.,  March  '23, '■1959. 

The  Federal  Payment  to  the  District  of  Columbia 

The  District  government  finances  its  many  activities  with  revenues  derived 
from  the  following  sources ; taxes,  charges  and  other  miscellaneous  nontax 
revenue,  intergovernmental  revenue,  and  borrowing.  Its  tax  system  encompasses 
the  major  types  of  taxes  used  generally  at  State,  local,  and  municipal  levels,  such 
as  income  taxes,  general  and  selective  sales  taxes,  gross  receipts  taxes,  real  and 
personal  property  taxes,  and  numerous  license  fees.  The  major  direct  charges 
are  for  water  and  sewer  services  provided  by  the  District  government.  Inter- 
governmental revenues  are  made  up  of  the  Federal  payment  to  the  general 
fund  and  various  Federal  grants  for  highwavs,  public  assistance,  and  other  pro- 
grams. Limited  borrowing  from  the  U.S.  Treasury  for  public  works  purposes 
is  authorized  by  the  Congress.  Taxes  are,  however,  the  major  source  of  District 
revenue  and  currently  account  for  almost  three-fourths  of  the  total. 

Although  tbe  Federal  payment  is  only  one  of  many  revenues  necessary  to 
finance  District  activities,  it  is  exceedingly  important.  This  is  especially  true 
this  year,  because  local  revenues  are  insufficient  to  finance  the  budget  requests 
pending  before  you. 

The  reasons  frequently  stated  for  not  appropriating  the  authorized  amount 
of  the  Federal  payment  are  that  the  District  resident  is  not  taxed  as  much  as 
he  should  be  compared  with  taxpayers  elsewhere;  that  too  much  reliance  is 
placed  on  the  Federal  Government  to  provide  revenue  for  the  District : and  that 
the  District  has  not  shown  enough  initiative  and  responsibility  to  finance  its 
increased  budgets. 

It  is  these  and  related  points  to  which  we  principally  address  our  comments 
at  this  time,  because  we  believe  that  the  District  resident  is  adeouatelv  taxed. 
We  also  believe  that  the  reasons  why  the  requested  Federal  payment  should  be 

made  are  numerous  and  sound.  . 

Among  these  reasons  are  that  being  the  Nation’s  Capital  imposes  such  special 
requirements  as : subordination  of  local  interests  to  the  Federal  interest  in 
matters  of  planning,  zoning,  and  related  activities;  maintenance  of  wide  avenues 
and  beautiful  streets;  dedication  of  large  areas  of  valuable  land  to  Federal  pur- 
poses; exemplary  standards  in  health,  welfare,  and  educational  programs;  con- 
gressional legislation  granting  favored  tax  treatment  for  many  residents  and 
organizations;  and  numerous  other  factors  which,  on  the  one  hand,  occasion 
increased  costs  and,  on  the  other,  handicap  revenue  possibilities. 

From  1879  through  1920  the  Federal  payment  was  48.4  percent  of  the  gen- 
eral fund  arvnropriation : i.e.,  of  each  dollar  apnronrmted  to  ouer*te  and  main- 
tain the  District,  the  local  taxpayer  paid  51.6  cents  with  the  remaining  48.4  cents 
being  paid  by  the  Federal  Government. 
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In  1921,  the  Congress  of  the  United  States  discontinued  its  practice  of  pay- 
ing half  of  the  cost  of  operating  the  District  of  Columbia.  Since  that  time, 
the  percentage  of  costs  borne  by  the  United  States  has  fluctuated  from  a high 
of  39.5  percent  of  general  fund  appropriations  in  1924  to  a low  of  8.5  percent  in 
1954.  Since  1956,  the  Federal  payment  has  been  only  slightly  over  12  percent. 
The  newly  increased  authorization  (Public  Law  85-451)  provides  for  an  annual 
payment  of  $32  million,  which  is  approximately  16  percent  of  the  general  fund 
budget  estimate  for  fiscal  year  1960.  In  this  connection,  it  should  be  realized  that 
the  deterioration  of  large  sections  of  the  Nation’s  Capital  and  the  continuing 
struggle  to  maintain  adequate  municipal  services  and  facilities  can  be  attributed 
in  large  part  to  the  declining  Federal  payment  in  relation  to  total  costs. 

The  District  resident  regularly  pays  taxes  that  not  only  are  substantial  and 
comparable  to  those  of  our  suburban  neighbors,  but  which  are  above  the 
median  for  the  18  largest  cities  in  the  United  States.  In  this  connection  we 
call  your  attention  to  the  attached  data  titled  “Schedules  of  Tax  Comparisons 
of  Major  Taxes  in  the  Washington  Metropolitan  Area  and  the  18  Largest 
Cities.” 

For  the  metropolitan  area,  in  the  two  income  levels  in  which  the  majority 
of  taxpayers  fall,  the  District  is  above  the  median.  In  each  of  these  two  levels, 
the  District’s  tax  burden  is  generally  higher  than  the  tax  burden  in  the 
four  Virginia  jurisdictions ; is  on  a par  with  the  tax  burden  in  Prince  Georges 
County,  Md. ; and  is  less  than  the  tax  burden  in  Montgomery  County,  Md. 
These  tax  relationships  among  the  jurisdictions  stem  largely  from  higher 
real  estate  taxes  in  the  District  and  Maryland  jurisdictions  than  in  Virginia 
jurisdictions  and  the  absence  of  a sales  tax  in  Virginia.  At  the  $15,000  in- 
come level,  the  District  tax  burden  is  lowest  and  the  tax  burden  in  Virginia 
jurisdictions  is  highest.  This  is  largely  because  in  Virginia  the  maximum 
income  tax  rate  of  5 percent  is  applicable  at  a lower  taxable  income  level 
than  in  the  District. 

For  the  18  large  cities,  the  level  of  the  direct  taxes  in  the  District  ranks 
above  the  median.  Such  a tax  comparison  with  other  large  cities  is  less  valid, 
however,  than  with  jurisdictions  in  the  Washington  metropolitan  area  because  of 
the  differences  in  the  mode  of  living  and  pattern  of  family  expenditures  in  cities 
widely  separated  geographically.  These  fundamental  differences  are  not  reflected 
in  applying  the  same  assumptions  uniformly  to  all  cities.  Nevertheless,  it  is 
significant  that  the  level  of  direct  taxes  in  the  District  is  higher  than  the  level 
in  10  of  the  largest  cities  in  the  United  States. 

This  fact  that  local  residents  and  business  firms  pay  a full  range  of  all  types 
of  taxes  that  compare  favorably  with  those  of  the  surrounding  area  was  estab- 
lished during  the  hearings  last  year  on  Public  Law  85-451  that  increased  the 
authorized  but  still  unappropriated  Federal  payment  to  $32  million.  The  Senate 
and  House  reports  on  this  legislation  contained  the  following  statement : 

“According  to  testimony  adduced  at  the  hearings,  it  will  be  impractical  to 
finance  the  District’s  needs  without  additional  assistance  from  the  Federal 
Government,  because  District  residents  and  business  are  now  taxed  at  rates 
comparable  to  those  of  surrounding  communities.  * * *” 

Let  us  now  look  at  the  recent  record  of  congressional  action  on  local  taxes 
and  on  the  authorizing  legislation  for  the  Federal  payment  to  see  more  spe- 
cifically how  taxes  have  increased  here. 

Recent  increases  in  the  authorized  Federal  payment  to  the  District  of  Colum- 
bia have  been  made  after  exhaustive  hearings  and  determinations  by  the  legis- 
lative committees  that  the  increases  were  necessary  and  justified.  The  result 
of  these  hearings  was,  in  each  instance,  legislation  that  combined  increased 
Federal  payments  with  additional  local  taxes  or  borrowing  to  provide  the  total 
funds  needed.  In  other  words,  the  Congress  and  the  District  each  agreed  to  pro- 
vide a specified  amount — and  only  the  District  has  kept  its  part  of  the  bargain. 
The  sequence  of  these  agreements  is  as  follows  : 

1954:  The  increase  in  the  Federal  payment  authorization  was  $9  million, 
accomnanied  by  increases  of  $9  million  in  local  taxes  supporting  the  general 
fund  (Public  Law  83-364) . 

1956:  Financial  stringency  made  a further  increase  necessary,  this  time  by 
$3  million,  accomnanied  hv  a dispronortionately  larger  increase  in  general  fund 
taxes  of  816.5  million  (Public  Law  84-460). 

1958:  Because  of  a continued  spiraling  of  costs,  and  because  local  taxes  were 
equal  to  those  prevailing  in  the  suburbs  and  therefore  should  not  he  further 
increased,  it  was  necessary  to  increase  the  nayment  by  $9  million  in  1958.  raising 
it  to  its  present  authorized  limit  of  $32  million  a year  (Public  Law  85-451).  At 
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the  same  time,  authority  was  granted  to  the  District  to  borrow  up  to  $75  million 
to  finance  some  of  the  urgently  needed  public  works  projects  such  as  schools. 

Altogether,  during  the  past  5 years,  the  District  has  increased  general  fund 
taxes  by  $25.5  million  a year,  and  has  proceeded  to  collect  this  amount.  In  addi- 
tion, highway  user  taxes,  water  rates  and  sewer  service  charges  have  been  in- 
creased $6.4  million  a year,  and  real  estate  has  been  reassessed,  resulting  in  $4 
million  a year  additional  revenue.  Thus,  local  taxes  and  charges  have  been 
increased  $35.9  million  a year  while  the  authorized  Federal  payment  has  been 
increased  $21  million. 

However,  the  full  amount  of  the  authorized  Federal  payment  has  been  paid 
only  once  in  these  years.  The  intent  on  the  part  of  the  Congress  ultimately  to 
pay  the  full  amount  of  the  Federal  payment  is  indicated  by  the  fact  that  Public 
Law  84-460  provides  that  any  deficiencies  in  the  amounts  appropriated  from  year 
to  year  for  the  Federal  payment  may  be  paid  in  subsequent  years.  This  provision 
is  as  follows : 

“Sec.  2.  (b)  If  in  any  fiscal  year  or  years  a deficiency  exists  between  the  amount 
appropriated  and  the  amount  authorized  by  this  article  to  be  appropriated,  addi- 
tional appropriations  are  hereby  authorized  for  subsequent  fiscal  years  to  pay 
such  deficiency  or  deficiencies.” 

Since  our  tax  structure  is  frequently  criticized,  let  us  also  look  at  it.  Attached 
Is  a statement  titled  “Tax  Comparisons  of  Major  Taxes  in  the  Washington 
Metropolitan  Area.”  This  statement  is  very  revealing  as  to  the  true  picture  of 
taxation  in  the  District.  It  shows  that  we  have  one  of  the  most  comprehensive 
systems  of  taxes  of  any  jurisdiction  in  the  United  States. 

It  also  shows  that  despite  many  differences  in  rates  and  types  of  taxes,  the 
tax  structures  of  Maryland,  Virginia,  and  the  District  tend  to  have  the  same 
aggregate  impact  on  the  taxpayer.  We  believe  that  a careful  study  of  the 
attached  statement  will  confirm  that  the  District  is  thoroughly  taxed. 

Pertinent  to  the  matter  of  taxes  in  the  District  is  the  recent  report  by  the 
U.S.  Census  Bureau  which  places  the  District  of  Columbia  near  the  bottom  on 
the  list  of  State  and  local  tax  payments  per  $1,000  of  personal  income  in  1957. 
This  does  not  present  an  accurate  picture  of  the  tax  burden  in  the  District  com- 
pared with  the  tax  burden  in  the  States.  The  tax  burdens  projected  in  this 
survey  consist  of  taxes  from  individual  residents  as  well  as  taxes  from  industry. 
In  the  District,  however,  the  survey  represents  for  the  most  part  taxes  on  in- 
dividual residents  inasmuch  as  the  major  industry,  the  Federal  Government,  is 
tax  exempt.  Accordingly,  for  purposes  of  more  equitable  comparison,  revenue 
from  the  Federal  Government  excluding  regular  grants-in-aid  should  be  con- 
sidered in  the  same  light  as  taxes  received  from  private  industry  in  other  tax 
jurisdictions.  In  the  District,  this  revenue  takes  the  form  of  an  annual  Federal 
payment.  If  the  1957  Federal  payment  of  $20  million  is  included  in  the  analysis 
of  tax  burdens  in  relation  to  personal  income  then  the  District  would  rank  35th 
rather  than  46th  amon?  the  States.  Tf  Federal  payment  were  $32  million, 
the  District  would  rank  31st  among  the  States. 

Another  reason  for  the  inequity  of  the  comparison  is  that  relatively  more  Dis- 
trict residents  are  exempt  from  local  taxes.  Included  in  this  group  are  a high 
concentration  of  military  personnel  and  a Drge  number  of  persons  in  the  legis- 
lative and  executive  branch  of  the  Federal  Government.  A considerable  number 
of  these  persons  probably  pay  taxes  to  their  home  States,  but  pay  yery  little  to 
the  District.  This  lowers  the  average  individual  tax  burden  here  at  the  same 
time  that  it  increases  the  total  personal  income  attributed  to  the  District. 

An  ann’vsis  of  this  survey  in  U.S.  News  & World  Renort  states  that  in  looking 
over  the  figures  to  see  where  taxes  are  lowest  and  where  they  are  highest  one 
needs  to  keen  this  point  in  mind  : 

“Taxes  collected  by  a State  are  not  always  paid  by  individuals  in  that  State. 
For  examnle.  corporation  taxes  in  one  State  may  be  paid,  indirectly,  by  customers 
and  stockholders  all  over  the  country.” 

It  was  pointed  out  by  the  Census  Bureau  in  the  publication  of  the  data  that 
personal  income  is  recognized  as  a valuable  measure  of  approximate  “fiscal  ca- 
pacity” of  the  States.  It  was  further  stated  that  tax  comparisons  drawn  in  rela- 
tion to  personal  income  should  not  be  construed  to  mean  that  taxes  come  directly 
out  of  or  represent  a burden  upon  personal  income  of  residents  in  a particular 
State. 

A more  significant  comparison  is  the  one  previously  discussed  which  measures 
the  rolatire  tax  liability  unon  taxpayers  in  D»e  Washington  metronoiitan  area. 

With  further  regard  to  the  amount  of  the  Federal  payment,  the  House  report 
on  these  budget  requests  had  the  following  to  say : 
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“In  arriving  at  the  recommended  figure  of  $25  million,  as  the  Federal  payment 
to  the  general  fund,  which  is  a 25  percent  increase  above  the  $20  million  appro- 
priated to  date  for  fiscal  year  1959,  the  committee  has  taken  into  consideration 
the  following  data  submitted  by  the  Commissioners  from  the  table  on  page  17  of 


the  hearings : 

Federal  Government  property,  if  taxable $22,  241, 125 

Foreign  governments  (embassies,  etc.)  if  taxable 434,496 

Miscellaneous  (properties  exempted  by  acts  of  Congress) 396,  332 

Total 23,  071,  953 


“If  the  committee  were  to  apply  the  same  average  increase  of  9 percent  in  real 
property  taxes  which  will  result  from  the  reassessment  program,  the  figure  noted 
above  would  be  $25,148,428,  or  approximately  the  same  as  the  $25  million  recom- 
mended in  the  bill.” 

While  the  Commissioners  are  appreciative  of  this  substantial  increase  allowed 
by  the  House,  they  must  assert  that  this  is  not  the  proper  basis  for  limiting  the 
amount  of  the  Federal  payment,  thereby  making  tax  increases  mandatory  and 
immediate.  Much  more  money  than  comes  from  real  estate  taxes  is  required  to 
operate  a government.  To  illustrate : 


1958  District  of  Columbia  revenues 

Amount  in 
millions 

Percent  of 
total 

Real  estate  taxes . _ ...  _ 

$46 

127 

21.9 

Other  local  revenues ..  ..  __  . __  _ _ 

60.  5 

Grants  (social  security,  highway,  etc.) . .... 

17 

8.1 

Federal  payment I ..  _ 

20 

9.5 

Total - 

210 

100.0 

We  believe  the  proper  basis  must  be  founded  on  the  fact  that  the  Federal 
Government  controls  the  District  and  is  also  its  major  “industry.”  Recognition 
of  this  principle  leads  to  the  following  types  of  conclusions : 

1.  The  city  was  established  and  developed  to  serve  the  Federal  Government 
as  its  Capital.  It  does  not  have  and  probably  never  will  have  independent  basic 
industries  that  would  support  it.  As  a result,  the  Federal  Government  is  ac- 
tually the  major  “industry”  in  the  District.  Recent  studies  show  that  a cross 
section  of  the  Nation's  largest  corporations  pay  approximately  $1  in  State  and 
local  taxes  for  every  $20  spent  for  salaries.  If  the  same  ratio  were  applied  to 
the  total  estimated  Federal  payroll  of  $1,152  million  in  Washington,  and  the 
Federal  Government  were  to  pay  to  the  District  the  amount  which  a private 
employer  of  comparable  size  would  pay  in  State  and  local  taxes,  the  annual 
Federal  payment  to  the  District  would  approximate  $57.6  million. 

2.  Land  owned  by  the  Federal  Government  in  the  District,  exclusive  of  streets 
and  alleys,  amounts  to  43.0  percent  of  the  total  land  area  of  the  District.  No 
taxes  are  paid  on  this  land  and  the  structures  thereon.  No  other  major  city  has 
such  a large  part  of  its  land  and  improvements  tax  exempt.  This  area,  together 
with  the  improvements  thereon,  if  taxable,  would  yield  $22.2  million  in  real 
estate  taxes.  A recent  survey  of  taxes  in  the  District  revealed  that  for  each  $1 
of  real  estate  tax  that  is  paid  by  business  an  additional  sum  of  $1.53  is  paid  in 
other  District  business  taxes.  Consequently,  if  the  Federal  Government  were 
taxable  as  a private  business  in  the  District,  it  would  probably  pay  total  taxes  of 
about  $56.2  million.  This,  as  well  as  the  $57.6  million  cited  in  the  preceding 
paragraph  could  justify  a Federal  payment  of  over  $50  million,  without  regard  to 
other  considerations. 

The  House  report  also  contains  the  following  statements  about  tax  trends  in 
the  metropolitan  area : 

“The  committee  received  testimony  and  other  supporting  data  indicating  that 
the  tax  burden  of  the  citizens  of  the  District  of  Columbia  compares  favorably 
with  that  of  the  metropolitan  area  generally.  However,  it  is  interesting  to  note 
that  at  the  present  time  the  budgets  for  three  of  the  surrounding  jurisdictions 
propose  an  increase  in  taxes  in  an  amount  necessary  to  finance  their  proposed 
budgets  as  follows : 

“City  of  Alexandria,  Va. : Adopted,  $3  increase  in  city  car  tags ; proposed, 
30  cents  per  $100  assessed  valuation  on  real  property. 
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“Fairfax  County,  Va. : Proposed,  $1.67  per  $100  assessed  valuation  on  real 
property. 

“Montgomery  County,  Md. : Proposed,  39  cents  per  $100  assessed  valuation  on 
real  property. 

“Prince  Georges  County,  Md. : Proposed,  68  cents  per  $100  assessed  valuation 
on  real  property. 

“The  committee  is  fully  aware  that  the  tax  increases  presently  proposed  may 
not  he  enacted  but  it  does  indicate  an  apparent  willingness  on  the  part  of  respon- 
sible officials  of  surrounding  municipal  jurisdictions  (with  which  the  District 
always  compares  itself)  to  propose  increased  taxes  to  finance  improved  munic- 
ipal services.  The  committee  can  see  no  reason  why  the  District  of  Columbia 
cannot  meet  more  of  its  own  financial  problems  in  a like  manner  rather  than 
relying  solely  o.n  the  Federal  Government  to  provide  additional  revenue.” 

What  will  be  the  final  result  of  these  proposals  this  year  is  impossible  to  pre- 
dict, as  indicated  by  the  House  committee.  However,  similar  proposals  last 
year  in  the  surrounding  jurisdictions  ultimately  were  reduced  or  eliminated  as 
shown  below. 


Property  tax  increases  proposed  and  enacted  by  jurisdictions  in  the  Washington 

Metropolitan  area,  1958 


Proposed 

Enacted 

Montgomei*y  County - ' _ 

Cents 

7 

Cents 

3 

Prince  Georges  County..  ......  ...  _ _ ... 

20 

0 

Alexandria  ....  . ...  _ ._ 

" W o 

0 

Arlington  County: 

Real  property  . . ...  . _ 

" - 38 

30 

Personal  property . . ... 

-"—Err  38 

25 

Fairfax  County..  ...  ..  __________ 

40 

W^™p 

’a  WT-’W!**  gp- 

5 

Falls  Church: 

Real  property. . .... _.  . 

0 

Personal  property  ._  ..  ... 

0 

In  this  connection,  it  is  a matter  of  record  that  the  Commissioners  are  now 
reviewing  the  entire  financial  needs  and  capabilities  of  the  District  for  the 
purpose  of  submitting  legislation  to  the  next  session  of  the  Congress.  The 
recently  submitted  “Report  on  the  State  of  the  Nation’s  Capital”  discussed  in 
detail  the  population  and  economic  trends  of  the  District,  the  seriousness  of  its 
financial  problems,  and  outlined  the  actions  which  are  underway.  The  report 
stated  in  part  as  follows : 

“Study  of  the  financial  data  shows  that  legislation  to  provide  major  new 
sources  of  revenue  must  be  enacted  prior  to  fiscal  year  1962  to  support  the 
appropriations  needed  in  that  and  subsequent  years.  However,  because  current 
financial  projections  do  not  include  any  provision  for  work  related  to  proposals 
expected  in  the  future  concerning  mass  transportation,  northwest  urban  re- 
newal, and  additional  pollution  abatement  activities,  it  is  not  practicable  at 
this  time  to  propose  specific  solutions  to  correct  the  expected  revenue  deficiencies. 

“During  the  calendar  year,  it  is  planned  to  study  intensively  all  of  the 
complex  factors  involved  in  the  solution  of  this  financial  difficulty  and  propose 
specific  plans  to  the  Congress  for  its  consideration  during  the  next  session. 

“In  making  these  studies,  the  District  must  bear  in  mind  that  further  in- 
creases in  District  taxes  in  the  absence  of  comparable  increases  in  the  surround- 
ing communities  would  upset  the  balance  of  tax  burdens  and  cause  a deteriora- 
tion in  the  economic  and  social  conditions  of  the  Nation’s  Capital.  To  the  extent, 
however,  that  taxes  are  increased  in  the  surrounding  communities,  a partial 
solution  to  the  District’s  financial  problems  will  be  achieved  through  equivalent 
tax  increases.” 

In  the  meantime,  it  is  urgent  that  there  should  be  appropriated  the  amount 
of  the  authorized  Federal  payment  that  is  necessary  to  permit  the  District  to 
meet  its  needs,  because  increases  in  local  taxes  are  not  warranted  at  this  time. 
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GOVERNMENT  OF  THE  DISTRICT  OF  COLUMBIA— TAX  COMPARISONS 

OF  MAJOR  TAXES  IN  THE  WASHINGTON  METROPOLITAN  AREA,  FEB- 
RUARY 1959 

Property  Taxes 

REAL  PROPERTY 

District  of  Columbia 

Rates. — Average  effective  tax  rate  of  $1.26  per  $100  of  current  market  value. 
The  actual  tax  rate  is  $2.30  per  $100  of  assessed  valuation.  The  assessment 
level  is  on  the  average  55  percent  of  market  value. 

Maryland 

Rates. — Montgomery  County : Average  effective  tax  rate  of  $1.34  per  $100  of 
current  market  value  on  residential  property.  Actual  tax  rates  vary  from 
$2.3225  to  $3.1225  per  $100  of  assessed  valuation.  The  assessment  level  is  re- 
ported to  be  50  percent  of  market  value.  Effective  tax  rates  accordingly  vary 
from  $1.17  to  $1.56  per  $100  of  market  value.  The  actual  tax  rates  used  do  not 
include  a special  parking  lot  rate  varying  from  20  to  54  cents  per  $100  of  assessed 
valuation  which  applies  only  to  business  properties  where  free  parking  facilities 
are  provided.  Town  rates  applicable  in  specific  areas  are  excluded. 

Prince  Georges  County : Average  effective  tax  rate  of  $1.23  per  $100  of  current 
market  value.  Actual  tax  rates  vary  from  $2.2425  to  $2.6525  per  $100  of  assessed 
valuation.  The  assessment  level  is  reported  to  be  50  percent  of  market  value. 
Effective  tax  rates  accordingly  vary  from  $1.12  to  $1.33  per  $100  of  market 
value.  Town  rates  applicable  in  specific  areas  are  excluded. 

Virginia 

Rates. — Arlington  County : Average  effective  tax  rate  of  $1.20  per  $100  of 
current  market  value.  The  actual  tax  rate  is  $3.54  per  $100  of  assessed  valua- 
tion. The  assessment  level  is  reported  to  be  34  percent  of  market  value. 

Alexandria : Average  effective  tax  rate  of  $0.94  per  $100  of  current  market 
value.  The  actual  tax  rate  is  $2.75  per  $100  of  assessed  valuation.  The  assess- 
ment level  is  reported  to  be  34  percent  of  market  value. 

Fairfax  County : Average  effective  tax  rate  of  $1.07  per  $100  of  current 
market  value.  Actual  tax  rates  vary  from  a minimum  of  $3.30  to  $3.37  per  $100 
of  assessed  valuation.  The  assessment  level  is  reported  to  be  32  percent  of 
market  value.  Effective  tax  rates  accordingly  vary  from  $1.06  to  $1.08  per  $100 
of  market  value. 

Falls  Church : Average  effective  tax  rate  of  $1.28  per  $100  of  current  market 
value.  The  actual  tax  rate  is  $2.84  per  $100  of  assessed  valuation.  The  assess- 
ment level  is  reported  to  be  45  percent  of  market  value. 

PERSONAL  PROPERTY 

District  of  Columbia 

Rates. — Effective  rate  of  $2  per  $100  of  current  market  value  only  on  tangible 
personal  property  used  in  business.  Actual  rate  is  also  $2  per  $100  of  market 
value.  Assessment  level  is  at  market  value.  Household  property  and  motor 
vehicle  not  stock  in  trade  of  dealers  are  exempted. 

Maryland 

Rates. — Montgomery  County:  Average  effective  rate  of  $1.62  per  $100  of 
current  market  value  of  tangible  personal  property  used  in  business.  Effective 
rates  vary  from  $1.39  to  $1.97  depending  upon  the  location  of  the  property. 
Actual  rates  vary  from  $2.3225  to  $3.2875  per  $100  of  assessed  valuation  includ- 
ing the  special  levy  for  parking  lots  which  applies  only  to  business  property  and 
which  was  not  used  in  comparing  the  real  estate  tax  rates.  Town  rates  appli- 
cable in  specific  areas  are  excluded.  Maryland  law  requires  that  business  in- 
ventories be  assessed  at  60  percent  of  acquisition  cost  for  county  tax  purposes. 
Assessed  values  for  other  than  county  tax  purposes  are  not  subjected  to  this 
limitation. 

Prince  George  County:  Average  effective  rate  of  $1.47  per  $100  of  current 
market  value  of  tangible  personal  property  used  in  business.  Effective  rates 
yary  from  $1.35  to  $1.57  depending  upon  the  location  of  the  property.  Actual 
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rates  vary  from  $2.2425  to  $2.6175  per  $100  of  assessed  valuation.  Town  rates 
■applicable  in  specific  areas  are  excluded.  Maryland  law  requires  that  business 
inventories  be  assessed  at  GO  percent  of  acquisition  cost  for  county  tax  purposes. 
Assessed  values  for  other  than  county  tax  purposes  are  not  subject  to  this 
limitation. 

Virginia 

Rates. — Arlington  County:  Actual  rate  of  $4.54  per  $100  of  assessed  valuation 
of  all  tangible  personal  property  including  automobiles  and  household  furnish- 
ings. This  effective  rate  cannot  be  determined  from  the  available  information 
but  is  less  than  the  actual  rate.  Motor  vehicles  must  be  listed  separately  and 
the  fair  market  value  according  to  the  trade  association  handbook  is  used  as 
the  assessed  valuation.  However,  household  furnishings  and  personal  posses- 
sions must  be  either  enumerated  or  valued  for  reporting  purposes  at  10  percent 
of  the  residential  real  estate  assessed  value  in  the  case  of  homeowners  or  at 
50  percent  of  the  tenants’  annual  rental. 

Alexandria : Actual  rate  of  $3.50  per  $100  of  assessed  valuation  of  all  tangible 
personal  property  including  automobiles  and  household  furnishings.  The  effec- 
tive rate  cannot  be  determined  from  the  available  information  but  is  less  than 
the  actual  rate.  Motor  vehicles  must  be  listed  separately  and  the  fair  market 
value  according  to  the  trade  association  handbook  is  used  as  the  assessed 
valuation.  However,  household  furnishings  and  personal  possessions  must  be 
enumerated  or  valued  for  reporting  purposes  at  10  percent  of  the  residential 
real  estate  assessed  value  in  the  case  of  homeowners  or  at  50  percent  of  the 
tenants’  annual  rental. 

Fairfax  County : Actual  rate  of  $3.30  per  $100  of  assessed  valuation  of  all 
tangible  personal  property  including  automobiles  and  household  furnishings. 
The  effective  rate  cannot  be  determined  from  the  available  information  but  is 
less  than  the  actual  rate.  Motor  vehicles  must  be  listed  separately  and  the  fair 
market  value  according  to  the  trade  association  handbook  is  used  as  the  assessed 
valuation.  However,  household  furnishings  and  personal  possessions  are  gen- 
erally accepted  at  the  valuation  reported  by  the  taxpayer. 

Falls  Church  : Actual  rate  of  $3.09  per  $100  of  assessed  valuation  of  all  tangible 
personal  property  including  automobiles  and  household  furnishings.  The  ef- 
fective rate  cannot  be  determined  from  the  available  information  but  is  less 
than  the  actual  rate.  Motor  vehicles  must  be  listed  separately  and  the  fair 
market  value  according  to  the  trade  association  handbook  is  used  as  the  assessed 
valuation.  However,  household  furnishings  and  personal  possessions  must  be 
enumerated  or  valued  for  reporting  purposes  at  10  percent  of  the  value  of  im- 
provements only  in  the  case  of  homeowners  or  at  30  percent  of  the  tenants’  an- 
nual rental. 

Sales  and  Gross  Receipts  Taxes 

GENERAL  SALES  AND  USE 

District  of  Columbia 

Rates. — Two  percent  on  sale,  lease  or  rental  of  tangible  personal  property  and 
certain  services : 1 percent  on  sales  of  food  for  consumption  off  the  premises ; 
3 percent  on  rental  of  accommodations  to  transients. 

Reimbursement. — Sales  of  food  for  consumption  off  the  premises,  28  cents 
and  over ; other  sales,  14  cents  and  over. 

Maryland 

Rates—  Three  percent  on  sale,  lease  or  rental  of  tangible  personal  property  and 
certain  services,  including  charges  for  rental  of  accommodations  to  transients 
but  not  including  food  or  meals  sold  for  human  consumption. 

Reimbursement. — All  sales,  51  cents  and  over. 

Virginia 

Rates. — No  State  sales  tax. 

Alexandria  imposes  a 3 percent  tax  on  rooms  and  lodgings  furnished  tran- 
sients and  a 10  percent  tax  on  monthly  utility  bills.  Falls  Church  also  imposes 
a 10  percent  tax  on  monthly  utility  bills.  In  both  cities  the  amount  of  the 
utility  bill  in  excess  of  $50  monthly  or  $150  quarterly  is  exempt  from  tax.  Gas 
bills  in  excess  of  $5  per  dwelling  unit  per  month  are  also  exempt  from  tax  in 
both  cities. 
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ALCOHOLIC  BEVERAGE 

District  of  Columbia 

Rates. — Fifteen  cents  per  gallon  on  wines  containing  14  percent  or  less  by- 
volume  of  alcohol ; 45  cents  per  gallon  on  champagne,  sparkling  wines  and  wines 
artificially  carbonated ; 33  cents  per  gallon  on  other  wines  containing  more  than 
14  percent  alcohol ; $1.25  per  gallon  on  spirits  and  alcohol. 

Maryland 

Rates. — Twenty  cents  per  gallon  on  all  wines ; $1.50  per  gallon  on  spirits ; $2.50 
per  gallon  on  alcohol. 

Virginia 

Rates. — Wine  sold  by  the  Alcoholic  Beverage  Control  Board  to  retailers  or 
wholesalers  is  taxed  at  the  rate  of  35  cents  per  gallon.  The  sale  of  spirits  and 
alcohol  is  controlled  by  the  Alcohol  Beverage  Control  Board  and  the  tax  equiv- 
alent is  reported  to  be  approximately  $1.35  per  gallon. 


BEER 

District  of  Columbia 

Rates. — One  dollar  and  fifty  cents  per  barrel  of  31  gallons. 
Maryland 

Rates. — Ninety-three  cents  per  barrel  of  31  gallons. 

Virginia 

Rates. — Three  dollars  and  ten  cents  per  barrel  of  31  gallons. 


CIGARETTE 

District  of  Columbia 

Rates. — Two  cents  per  package  of  20  cigarettes. 

Maryland 

Rates. — Three  cents  per  package  of  20  cigarettes ; Montgomery  County,  2 cents 
per  package  of  20  cigarettes. 


Virginia 
Rates. — None. 

MOTOR  VEHICLE  FUEL  TAXES 

District  of  Columbia 

Rates. — Six  cents  per  gallon. 

Maryland 

Rates. — Six  cents  per  gallon.  Trucks  with  three  or  more  axles  and  buses  must 
purchase  fuel  or  pay  an  equivalent  tax  amount  for  mileage  operated  in  the  State. 
District  registered  vehicles  are  exempt  from  this  provision  by  reciprocal  agree- 
ment. 

Virginia 

Rates. — S^  cents  per  gallon  (plus  2 cents  surtax  for  property  carriers). 
Trucks  with  three  or  more  axles  and  buses  must  purchase  fuel  or  pay  an  equiv- 
alent tax  amount  for  mileage  operated  in  the  State. 

MOTOR  VEHICLE  AND  TRAILER  EXCISE 


District  of  Columbia 

Rate. — Two  percent  of  the  fair  market  value. 

Maryland 

Rate. — Two  percent  of  the  fair  market  value. 

Virginia 

Rate. — None. 

INSURANCE 

District  of  Columbia 

Rates. — Two  percent  on  net  premium  receipts. 

Maryland 

Rates. — Two  percent  on  all  new  and  renewable  gross  premiums  allocable  to 
Maryland  with  deductions  allowed  for  returned  premiums,  dividends  paid  to 
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policyholders,  and  refunds  made  to  policyholders,  except  1 percent  rate  on  con- 
sideration paid  for  annuities.  Domestic  insurance  companies  are  allowed  a 
credit  for  franchise  taxes  paid.  Life  insurance  companies  haying  a home 
office  in  Maryland  are  allowed  a credit  for  fees  paid  the  insurance  commissioners 
not  exceeding  15  percent  of  the  tax,  in  addition  to  credit  for  franchise  taxes 
paid. 

Virginia 

Y-  - 

Rates. — One  to  two  and  three-fourths  percent  on  gross  premiums  derived  from 
business  in  Virginia  without  deduction  for  dividends  or  any  other  deduction 
except  premiums  returned  on  canceled  or  reduced  policies  depending  upon  type 
of  insurance.  Life  insurance  companies  2*4  percent  ( 2 % percent  on  premiums 
paid  for  special  benefits),  domestic  mutual  companies  1 percent,  industrial  sick 
benefit  companies,  1 percent,  workmen’s  compensation  2 y2  percent,  and  all  other 
companies  2%  percent. 

GROSS  EARNINGS  (BANES,  FINANCIAL  COMPANIES) 

District  of  Columbia 

Rates. — Four  percent  on  gross  earnings  of  banks.  Interest  paid  to  depositors 
is  deducted  in  determining  earnings  subject  to  tax.  Two  percent  on  gross  earn- 
ings of  building  and  loan  associations.  Dividends  paid  to  depositors  are  not 
deducted  in  determining  earnings  subject  to  tax. 

Maryland 

Rates. — None  as  such.  Share  tax  on  shares  of  stock  in  State  and  national 
banks,  trust  companies  and  financial  institutions  competing  with  banks  taxable 
in  the  county  and/or  city  where  the  shareholders  reside  or  where  the  institu- 
tion is  located.  The  rate  is  the  aggregate  of  all  lawful  levies  for  State  purposes 
plus  $1  per  $100  of  the  value  of  the  shares  for  country  and/or  city  taxation. 

Virginia 

Rates. — None  as  such.  Shareholders  taxed  on  stock  in  any  incorporated  bank, 
banking  association  or  trust  company  organized  under  the  laws  of  Virginia  or 
the  United  States,  doing  business  in  Virginia.  The  rate  is  10  mills  per  $1  of 
valuation  of  the  stock.  Any  city  or  town  may  impose  a tax  not  in  excess  of  80 
percent  of  the  State  rate.  This  tax  may  be  credited  against  the  State  tax. 

GROSS  RECEIPTS  (ELECTRIC,  GAS,  AND  TELEPHONE  COMPANIES) 

District  of  Columbia 

Rates. — Four  percent  on  gross  receipts  of  electric,  gas,  and  telephone  companies. 
Maryland 

R>ates. — Two  percent  franchise  tax  measured  by  gross  receipts  on  electric,  gas, 
and  telephone  companies. 

Virginia 

Rates. — One  and  one-eighth  percent  up  to  $100,000  of  gross  receipts  and  3% 
percent  on  the  excess  over  $100,000  of  gross  receipts  of  gas,  light,  and  power  com- 
panies. Telephone  companies  pay  a graduated  tax  based  on  gross  business  and 
miles  of  line  in  the  State.  Additional  two-tenths  of  1 percent  on  gross  receipts 
of  light,  gas,  and  phone  companies.  In  addition,  local  business  privilege  taxes 
based  on  gross  receipts  are  levied  on  utilities. 

INCOME  TAXES 
INDIVIDUAL 

District  of  Columbia 

Rates. — Two  and  one-half  percent  on  first  $5,000  of  net  taxable  income,  3 
percent  second  $5,000,  3 y2  percent  third  $5,000,  4 percent  fourth  $5,000,  4 % per- 
cent fifth  $5,000,  5 percent  on  amounts  in  excess  of  $25,000. 

Personal  exemptions. — One  thousand  dollars  for  a single  person,  $2,000  for  a 
married  person  (husband  and  wife),  $2,000  for  head  of  household  (taxpayer  and 
one  dependent ) , $500  for  each  other  dependent,  $500  for  each  blind  taxpayer  or 
spopse,  and  $500  for  each  taxpayer  or  spouse  over  65. 

Income  tax  law  provides  for  employer  withholding  on  residents  and  declara- 
tion and  payment  of  estimated  income  tax  liability. 
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Maryland 

Rates. — Three  percent  on  taxable  earned  income  and  the  first  $500  of  unearned 
income,  5 percent  on  unearned  income  in  excess  of  $500. 

Personal  exemptions. — Eight  hundred  dollars  each  for  taxpayer,  spouse,  and 
each  dependent.  Eight  hundred  dollars  additional  for  each  blind  taxpayer  or 
spouse;  $800  for  each  taxpayer,  spouse,  and  each  dependent  over  65. 

Income  tax  law  provides  for  employer  withholding  on  residents  and  declaration 
and  payment  of  estimated  income  tax  liability. 

Virginia 

Rates. — Two  percent  on  the  first  $3,000  of  net  taxable  income,  3 percent  on 
the  next  $2,000,  and  5 percent  on  amounts  in  excess  of  $5,000. 

Personal  exemptions. — One  thousand  dollars  for  a single  person  and  $1,000  for 
a spouse.  Taxpayer  or  spouse,  blind  or  over  65,  an  additional  $600  for  each. 
Each  dependent  $200.  _ .... 

CORPORATION 

District  of  Columbia 

Rates. — Five  percent  on  net  income  fairly  attributable  to  such  trade  or  busi- 
ness conducted  in  the  District  and  on  income  from  District  sources.  In  de- 
termining net  income  attributable  to  the  District  of  corporations  operating 
both  within  and  without  the  District,  sales  factor  formula  used  in  most  cases. 

Maryland 

Rates. — Five  percent  on  net  income  of  corporations  engaged  in  trade  or  busi- 
ness in  the  State.  Income  from  ground  rents,  rents  and  royalties  and  other 
income  from  real  estate  allocated  wholly  to  the  State.  In  determining  other  net 
income  attributable  to  Maryland  of  corporations  operating  both  within  and  with- 
out Maryland,  three  factor  formula  made  up  of  property,  payroll,  and  sales 
used. 

Virginia 

Rates. — Five  percent  on  net  income  of  corporations  doing  business  in  the 
State.  Income  of  corporations  operating  both  within  and  without  Virginia  al- 
located in  the  proportion  that  real  estate  and  other  physical  assets  in  the  State 
and  the  gross  receipts  in  the  State  bear  to  the  total  market  value  of  all  real  estate 
and  other  physical  assets  and  the  total  gross  receipts. 

UNINCORPORATED  BUSINESS 


District  of  Columbia 

Rates. — Five  percent  on  net  taxable  income  fairly  attributable  to  such  trade 
or  business  conducted  in  the  District  and  on  income  from  District  sources  after 
a $5,000  exemption.  (Taxable  unincorporated  business  income  is  not  again  taxed 
in  the  hands  of  a District  resident.) 

Maryland 

Rates. — None  as  such.  (Individual  income  tax  applies  to  business  income 
within  the  State.) 

Virginia 

Rates. — None  as  such.  (Individual  income  tax  applies  to  business  income 
within  the  State.) 

Other  Taxes 

INHERITANCE  AND  ESTATE 

District  of  Columbia 

Rates. — One  to  15  percent  depending  on  the  class  of  beneficiary  and  the  value 
of  the  share  received  after  exemption. 

An  estate  tax  is  imposed  on  the  estate  of  each  decedent  to  adsorb  the  80  per- 
cent credit  allowed  under  the  Federal  Estate  Tax  Act. 

No  gift  tax. 

Maryland 

Rates. — One  to  seven  and  one-half  percent  depending  on  class  of  beneficiary. 
An  estate  tax  is  imposed  on  the  estate  of  each  resident  to  absorb  the  80  per- 
cent credit  allowed  under  the  Federal  Estate  Tax  Act. 

No  gift  tax. 
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Virginia 

Rates. — One  to  fifteen  percent  depending  upon  the  class  of  beneficiary  and  the 
value  of  the  share  received  after  exemption. 

An  estate  tax  is  imposed  on  the  estate  of  each  resident  to  absorb  the  80  percent 
credit  allowed  under  the  Federal  Estate  Tax  Act 
Gift  tax  at  same  rates  as  inheritance  tax. 

MOTOR  VEHICLE  AND  TRAILER  REGISTRATION 

District  of  Columbia 

Ra  tes. — Twenty-two  dollars  per  year  per  automobile  for  weights  of  3,499  pounds 
or  less,  $32  per  year  for  weights  of  3,500  pounds  or  more,  trucks  and  trailers 
are  taxed  by  weight  classes. 

Maryland 

Rates. — Fifteen  dollars  per  year  per  automobile  for  weights  up  to  and  including 
3,700  pounds ; $23  per  year  for  weights  over  3,700  pounds ; trucks,  trailers  and 
buses  are  taxed  by  weight  classes. 

Virginia 

Rates. — Ten  dollars  per  year  for  private  automobiles.  Personal  property  tax 
also  applies  to  all  motor  vehicles.  (See  personal  property  taxes.)  Trucks, 
tractors,  and  trailers  are  taxed  by  weight  classes. 

Local  tags  must  be  obtained  as  follows : 

Alexandria:  Seven  dollars  for  passenger  vehicles;  $10  to  $40  for  com- 
mercial vehicles  based  on  weight  classes. 

Arlington : Eight  dollars  flat  fee ; $9  to  $45  for  commercial  vehicles  based 
on  weight  classes. 

Fairfax : Ten  dollars  flat  fee. 

Falls  Church : One  dollar  flat  fee. 

Schedules  of  Tax  Comparisons  of  Major  Taxes  in  the  Washington 
Metropolitan  Area  and  the  18  Largest  Cities 

The  attached  schedules  compare  the  major  direct  taxes,  namely,  sales,  in- 
come. real  and  personal  property,  and  motor  vehicle  registration  paid  by  in- 
dividuals. In  each  of  seven  area  jurisdictions  and  in  the  other  large  cities,  the 
tax  liability  is  computed  for  a family  of  four  owning  a residence  and  a car,  at 
income  levels  ranging  from  $5,000  to  $15,000.  The  tax  computations  are  based 
on  the  following  assumptions. 

Applicable  exemptions,  deductions,  and  income  tax  rates  in  each  jurisdiction 
were  applied  at  each  assumed  income  level. 

Values  were  assumed  for  each  income  level  as  follows  : 


Income  level 

Residence 

Car 

Total 

personal 

property 

(including 

car) 

$5,000  

$13, 500 

15.000 

20. 000 
30, 000 

$500 

600 

8r0 

1,300 

$700 
1,000 
1,600 
2,  500 

$7!  500  

$10,000 

$15'000 

Tax  rates  adjusted  to  account  for  local  assessing  practices  in  each  jurisdiction 
were  applied  to  these  values. 

Sales  taxes  were  computed  by  a uniform  expenditure  formula  applied  to  each 
income  level. 

All  applicable  motor  vehicle  registration  fees  were  used. 
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Metropolitan  area  tax  burden , fiscal  year  1958  ( family  of  4 owning  a residence 

and  a car ) 

INCOME,  $5,000 


Taxes 

District 
of  Co- 
lumbia 

Maryland 

Virginia 

Mont- 

gomery 

Prince 

Georges 

Arling- 

ton 

Alex- 

andria 

Falls 

Church 

Fairfax 

Income - 

$38 

$39 

$39 

$47 

$47 

$47 

$47 

Real  property 

170 

181 

166 

162 

127 

173 

144 

Personal  property . 

0 

0 

0 

32 

24 

23 

22 

Sales 

45 

42 

42 

0 

0 

0 

0 

Auto  tags - 

22 

15 

15 

18 

17 

11 

20 

Total  

275 

277 

262 

259 

215 

254 

233 

INCOME,  $7,500 


Income — 

$94 

$114 

$114 

$112 

$112 

$112 

$112 

Real  property 

189 

201 

184 

181 

141 

192 

160 

Personal  property 

0 

0 

0 

45 

35 

31 

33 

Sales 

63 

63 

63 

0 

0 

0 

0 

Auto  tags.. 

32 

15 

15 

18 

17 

11 

20 

Total 

378 

393 

376 

356 

305 

346 

325 

INCOME,  $10,000 


Income 

$155 

$189 

$189 

$225 

$225 

$225 

$225 

R'al  property - 

253 

268 

246 

240 

188 

256 

214 

Personal  property 

0 

0 

0 

73 

56 

49 

53 

Sales 

81 

81 

81 

0 

0 

0 

0 

Auto  tags 

32 

23 

23 

18 

17 

11 

20 

Total.. 

521 

561 

539 

556 

486 

541 

512 

INCOME,  $15,000 


Income - 

$310 

$339 

$339 

$475 

$475 

$475 

$475 

Real  property.. 

380 

402 

369 

360 

282 

384 

321 

Personal  property— . 

0 

0 

0 

114 

88 

77 

82 

Sales — 

118 

126 

126 

0 

0 

0 

0 

Auto  tags 

32 

23 

23 

18 

17 

11 

20 

Total 

840 

890 

857 

. 967 

862 

947 

898 

Source:  Finance  Office,  February  1959. 
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DISTRICT  OF  COLUMBIA 

Estimated  Financial  Condition  of  General  Fund  Based  on  House  Action 
on  Second  Supplemental,  1959,  and  District  of  Columbia  Appropriation 
Bill,  I960,  and  Restorations  Requested  in  Senate 


Fiscal  year  1959 

Revenue  availability: 

Surplus  at  beginning  of  1959 $7,  860,  919 

Unexpended  balance  released  to  surplus 2,  000,  000 

Revenue  collections 146,  160,  000 

Federal  payment  (including  $5,000,000  approved  by  House  in  2d 

supplemental  bill) 25,  000,  000 


Total  revenue  availability 181,  020,  919 


Estimate  of  appropriations: 

Operating  expenses: 

Appropriation  Act,  1959 152,  374,  997 

Supplemental  Act,  1959 47,  612 

2d  supplemental  appropriation  bill,  1959  (as  passed  by 

House) 12,828,366 

Restorations  requested  for  fiscal  year  1959: 

House  deletion  (increases,  $757,457, 

minus  decreases,  $200,000) $557,  450 

Budget  amendments 264,  300 

821,  750 


Total  operating  expenses 166,  072,  725 

Capital  outlay  (Appropriation  Act,  1959) 20,  043,  500 


Total  estimate  of  appropriation 186,  116,  225 

1958  appropriations  financed  in  1959 6,  303,  000 

1959  appropriations  financed  in  1960 —8,  350,  000 


Total  funds  required 184,  069,  225 


Deficit  at  end  of  1959 —3,  048,  306 

Restoration  requested  for  Federal  payment 3,  100,  000 


Surplus  if  Federal  payment  of  $3,100,000  is  restored 51,  694 
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Fiscal  year  1960 


Revenue  availability: 

Unexpended  balance  released  to  surplus $850,  000 

Revenue  collections 150,  700,  000 

Federal  payment  (as  approved  by  House) 25,  000,  000 

Federal  loan 19,  500,  000 


Total  revenue  availability 196,  050,  000 


Estimate  of  appropriations: 

1960  appropriations  approved  by  House 194,  792,  112 

Operating  expenses $174,  025,  112 

Capital  outlay 20,  767,  000 

1959  funds  to  be  financed  in  1960 8,  350,  000 

1960  funds  to  be  financed  in  1961 —4,  422,  000 


Total  funds  required  (as  passed  by  House) 198,  720,  112 


Amount  of  restorations  requested  for  fiscal  year  1960: 

Restorations  of  House  reductions $3,  489,  525 

Less  appropriation  to  be  financed  in  1961 —830,  000 

2,  659,  525 

Budget  amendments 1,  670,  000 


Total  funds  required  for  restorations 4,  329,  525 


Funds  required  fiscal  year  1960 


203,  049,  637 


Deficit  at  end  of  1960 —6,  999,  637 

Restoration  requested  for  Federal  payment 7,  000,  000 


Surplus  if  Federal  payment  of  $7,000,000  is  restored 363 


Summary 


1959 

1960 

Total 

Deficit . 

$3, 048, 306 
3, 100, 000 

$6,  999,  637 
7, 000, 000 

$10, 047, 943 
10, 100, 000 

Restoration  in  Federal  payment  request 

Surplus  with  increased  Federal  payment 

51, 694 

363 

52, 057 

OTHER  METHODS  OF  PREVENTING  THIS  DEFICIT 

(1)  Expediting  release  of  unexpended  balances,  should  make  at  least  $1 
million  available. 

(2)  Increased  loans  for  public  works. 

(3)  Curtailment  of  appropriations  or  expenditures. 

(4)  New  taxes. 


Analysis  of  second  supplemental  appropriation , 1959 
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FEDERAL  PAYMENT 

Senator  Pastore.  How  long  is  the  brief  statement  ? 

Mr.  McLaughlin.  It  is  double  spaced,  and  it  is  3 y2  pages,  less  than 
4 pages. 

Senator  Pastore.  Is  there  anything  new  that  you  have  not  already 
inserted  in  the  record  at  the  regular  hearings  last  week  or  2 weeks 
ago? 

Mr.  McLaughlin.  Mr.  Chairman,  this  is  approximately  the  state- 
ment that  I read  at  the  hearing  last  week.  That  is,  this  is  the  part 
I read. 

It  is  a boiling  down  of  our  whole  position  on  the  Federal  payment. 

TOTAL  RESTORATION  REQUESTED 

Senator  Pastore.  Before  you  get  to  it,  as  I understand  the  situa- 
tion now  you  are  asking  for  restoration  of  $557,450  ? 

Mr.  McLaughlin.  That  is  right. 

Senator  Pastore.  The  total  cut  was  $200,000  more  than  that  but 
you  are  not  asking  for  the  restoration  in  the  School  Department.  As 
a matter  of  fact,  you  are  asking  for  a decrease  ? 

Mr.  McLaughlin.  That  is  right,  sir. 

Senator  Pastore.  On  your  new  items  then  you  have  in  new  items 
$264,300  which  makes  a total  of  $821,750  ? 

Mr.  McLaughlin.  Yes,  sir. 

Senator  Pastore.  That  is  the  total  amount  you  are  asking  to  be  re- 
stored, is  that  correct  ? 

Mr.  McLaughlin.  Yes,  sir. 

Senator  Pastore.  I will  tell  you  what  I would  like  to  have  you  do 
before  you  begin  to  read  your  statement  on  the  contribution  or  the 
Federal  payment.  I would  rather  have  you  itemize  and  explain  or 
break  down  the  figure  that  you  are  asking  for  restoration ; for  in- 
stance, you  are  asking  for  restoration  of  $5,750  in  occupation  and 
professions.  Tell  us  what  that  is  for. 

Mr.  McLaughlin.  We  have  the  heads  of  departments  to  explain 
this,  Mr.  Chairman,  in  detail,  if  you  like.  I mean  I can  go  over  it 
very  briefly. 

Senator  Pastore.  Why  do  you  not  bring  them  all  forward  so  we 
can  do  this  more  expeditiously  ? 

Mr.  McLaughlin.  Mr.  Cogswell. 

Mr.  Cogswell.  Yes,  sir. 

Mr.  McLaughlin.  Will  all  those  come  forward  and  bring  up  chairs 
who  are  to  testify  ? 

Mr.  Chairman,  could  we  before  we  get  to  that  then  insert  all  of 
this  material  concerning  the  Federal  payment? 

Senator  Pastore.  Yes,  we  will  insert  it  in  the  record  nevertheless. 
If  there  is  any  need  to  get  into  it  by  reading,  we  will  do  that  at  any 
rate.  I think  we  ought  to  expedite  the  meeting  now  because  there 
are  other  citizens  who  want  to  speak  here. 
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Department  of  Occupations  and  Professions 

STATEMENTS  OF  ROBERT  F.  COGSWELL,  DIRECTOR,  AND  SAMUEL  J. 
FUSCO,  CHIEF,  OFFICE  OF  ADMINISTRATION 

Amendment  and  Justification 

Senator  Pastore.  The  next  amendment  relates  to  the  Department 
of  Occupations  and  Professions.  The  budget  estimate  was  $26,200 
and  the  House  allowed  $20,450,  a cut  of  $5,750  which  is  requested 
restored.  The  amendment  and  justification  for  the  request  will  be 
filed  in  the  record. 

(The  information  referred  to  follows :) 

Operating  Expenses 
(House  hearings  p.  864) 


Appropriation,  1958 $294,800 

Appropriation,  1959 299,  000 

Supplemental  estimate,  1959 20,  200 

House  allowance,  supplemental  1959  (reduction  of  $5,750) 20,450 


amendment  requested 

Page  11,  line  9,  strike  out  “$20,450”  and  insert  in  lieu  thereof  “$26,200”,  or  an 
increase  of  $5,750  in  the  appropriation. 

JUSTIFICATIONS 

The  Department  of  Occupations  and  Professions  requested  a supplemental 
appropriation  of  $26,200  for  1959  of  which  $20,450  was  granted  by  the  House  of 
Representatives  and  represents  a reduction  of  $5,750.  This  action  will  result 
in  a serious  decrease  in  the  quality  and  quantity  of  services  to  applicants, 
licensees  and  the  general  public. 

The  $5,750  reduction  will  have  a greater  disruptive  effect  than  this  amount 
would  indicate  for  two  reasons:  (1)  most  of  the  supplemental  requested  was 
expended  in  the  first  three  quarters  and  the  full  reduction  must  be  taken  in  the 
fourth  quarter  and  (2)  the  fourth  quarter  is  the  quarter  in  which  the  heaviest 
workload  falls.  To  meet  this  workload,  the  Department  has  always  filled  all  of 
its  authorized  positions  in  the  fourth  quarter.  Unless  the  reduction  is  restored  by 
the  Senate,  two  positions  will  remain  vacant  and  the  equivalent  of  three  posi- 
tions will  be  furloughed.  The  furloughs  will  be  distributed  among  the  43 
employees  of  the  Department  and  will  require  each  employee  to  be  furloughed 
for  4 days.  In  addition  the  78  board  members  will  receive  a 12  percent  reduction 
in  honoraria  and  the  members  who  are  scheduled  to  travel  in  the  fourth  quarter 
will  receive  a 20  percent  reduction  in  their  travel  allowance. 

The  effect  of  these  reductions  upon  the  Department  will  be  to  slow  up  the 
administration  of  some  20  occupational  and  professional  licensing  statutes. 
Applications  filed  for  examination  will  be  delayed  in  processing  and  investigation  ; 
examinations  and  the  scoring  of  examinations  will  be  slowed  down ; and  the 
issuance  of  original  and  annual  licenses  will  be  delayed.  Especially  hard  hit 
will  be  the  Real  Estate  Commission  and  the  Nurses’  Examining  Board  since  these 
two  agencies  are  required  by  law  to  issue  annual  licenses  by  July  1,  1959. 

The  effect  upon  the  applicants  for  licensure  will  be  to  delay  the  time  when 
they  can  earn  their  livelihood  since  they  are  required  by  law  to  be  licensed 
prior  to  engaging  in  an  occupation  or  profession. 

The  effect  upon  the  public  will  be  that  complaints  filed  with  this  Department 
against  licensees  will  be  delayed  in  receiving  investigation  and  adjudication. 
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In  short,  the  Department  of  Occupations  and  Professions  is  a small  Depart- 
ment and  will  he  seriously  crippled  in  the  fourth  quarter  of  this  fiscal  year  by 
the  reduction  in  the  supplemental  of  $5,750. 

Restoration 


Application  of  funds  : °f  funds 

Activity  1.  Administration $740 

Activity  2.  Examination 2,250 

Activity  3.  Investigation  and  inspection 630 

Activity  4.  Processing  and  issuance 2, 130 


Total 5,  750 

The  above  amount  is  applied  as  follows : 

Personal  services 3,  300 

Retirement 200 

Travel 300 

Honoraria 1,  950 


Total 5,  750 

Financial  analysis : 

Personal  services : 

.11  classified 3, 300 

.24  intermittent  (honoraria) 1,950 

Travel 300 

Retirement 200 


Total 5,750 


BASIS  FOR  AMENDMENT 

Senator  Pastore.  All  right,  Mr.  Cogswell,  what  is  the  basis  for  the 
amendment  ? 

All  right,  give  your  name  to  the  reporter,  will  you,  please  ? 

Mr.  Cogswell.  Robert  F.  Cogswell,  Director  of  Department  of 
Occupations  and  Professions. 

Senator  Pastore.  All  right,  I understand  you  are  going  to  justify 
the  figure  $5,750. 

AMOUNT  REQUESTED 

Mr.  Cogswell.  Yes,  sir.  I have  a short  statement,  Senator,  which 
I would  like  to  read.  This  department  seeks  the  restoration  of  $5,750, 
representing  a reduction  made  in  the  supplemental  appropriation  pre- 
sented to  the  House  of  Representatives,  the  full  amount  of  which  was 
$26,200. 

AFFECT  OF  HOUSE  CUTS 

First,  I would  like  to  call  to  your  attention  the  fact  that  when  the 
Department  of  Occupations  and  Professions  was  established  in  the 
fall  of  1953,  we  were  granted  43  employees.  In  the  1959  and  1960 
budgets  we  have  a total  of  45  authorized  positions.  However,  the 
effect  of  the  recent  action  of  the  House  of  Representatives  will  decrease 
our  work  force  to  40  employees  during  the  fourth  quarter  of  this  year, 
which  you  will  see  are  3 fewer  employees  than  we  had  6 years  ago. 
Meanwhile,  as  you  can  very  readily  understand,  the  amount  of  work 
performed  by  the  department  has  increased  during  this  period  of 
time.  The  reduction  in  the  number  of  employees  will  have  to  be  taken 
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by  keeping  2 positions  vacant  and  furloughing  each  of  the  remaining 
43  employees,  including  myself,  for  4 days. 

In  addition,  the  78  paid  board  members  of  the  20  boards,  commis- 
sions, and  committee  will  receive  a 12-percent  reduction  in  honoraria 
and  such  board  members  as  are  scheduled  to  travel  in  the  fourth  quar- 
ter will  receive  a 20  percent  reduction  in  their  travel  allowances.  All 
told,  we  have  approximately  90  members  on  the  various  agencies  com- 
prising this  department;  some  of  whom  are  full-time  employees  of  the 
Government  of  the  District  of  Columbia  and  receive  no  additional 
compensation  for  their  services  on  the  boards  which  they  serve. 

The  result  of  these  reductions  upon  the  department  will  have  a more 
serious  effect  than  might  appear  at  first  glance.  The  examination, 
registration,  and  regulation  of  some  20  occupations  and  professions 
which  are  required  by  law  to  be  licensed  will  necessarily  be  delayed. 

FEES  FOR  SERVICES 

Senator  Pastore.  On  that  point  do  these  people  pay  a fee  for  these 
licenses  ? 

Mr.  Cogswell.  Yes,  sir. 

Senator  Pastore.  They  do  ? 

Mr.  Cosgwell.  In  various  amounts. 

Senator  Pastore.  As  a matter  of  fact,  much  of  this  $5,750  is  self- 
supporting. 

Mr.  Cogswell.  No,  it  is  not,  Senator.  We  are  running  a little  bit, 
we  have  been  running  at  about  even,  but  with  this  pay  increase  granted 
we  will  not. 

AGENCY  SELF-SUPPORTING 

Mr.  Lowe.  Mr.  Chairman,  the  vast  maj  ority  of  the  expenses  of  this 
department  are  financed  entirely  from  the  collections  for  the  fees.  A 
fee  study  is  now  pending  to  bring  the  fees  back  up  to  where  they  would 
wholly  finance  the  department. 

Senator  Pastore.  So  it  will  be  wholly  self-supporting  ? 

Mr.  Lowe.  Yes,  sir. 

Senator  Pastore.  At  any  rate  the  important  thing  for  this  commit- 
tee and  what  we  would  like  to  get  on  the  record  is  this : What  will  hap- 
pen if  this  cut  is  sustained,  the  cut  that  was  made  in  the  House? 

Mr.  Cogswell.  I think  I have  it  here,  Senator,  and  I have  a graph 
I would  like  to  present,  too. 

Senator  Pastore.  All  right,  sir. 

EFFECT  OF  CUT  ON  AGENCY  WORKLOAD 

Mr.  Cogswell.  Applications  filed  for  examination  will  take  longer 
to  process  and  investigate ; the  administering  of  examinations  and  the 
scoring  of  examinations  will  be  slowed  down  and.  the  issuance  of  origi- 
nal and  annual  licenses  will  be  delayed.  Especially  hard  hit  will  be 
the  Eeal  Estate  Commission  and  the  Nurses’  Examining  Board,  both 
of  which  are  required  by  law  to  issue  annual  registration  licenses  by 
July  1,  1959.  There  are  some  4,500  licensees  involved  in  the  real 
estate  field  and  about  6,500  registered  nurses.  . I believe  that  the  graph 
which  I would  like  to  present  to  the  committee  will  show  that  the 
workload  of  the  fourth  quarter  is  the  heaviest  of  the  entire  year. 
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As  applicants  for  licensure  cannot  engage  in  an  occupation  or  pro- 
fession until  they  are  licensed  in  accordance  with  law,  the  time  where- 
in they  can  earn  their  liyelihood  will  be  delayed.  This  will  not  only 
result  in  a financial  loss  to  those  persons  inwolyed  but  the  effect  upon 
the  general  public  will  be  that  such  complaints  as  may  be  filed  against 
licensees  will  be  delayed  in  receiving  inyestigation  and  adjudication. 

In  short,  I respectfully  ask  for  your  fayorable  consideration  and 
action  on  my  request  for  the  restoration  of  the  aboye  amount  of  $5,750 
for  the  fiscal  year  1959,  which,  in  my  considered  opinion,  is  absolutely 
essential  to  the  orderly  administration  of  the  work  of  licensing  and 
regulating  those  persons  who  come  within  the  jurisdiction  of  this 
department. 

UNFILLED  POSITIONS 

Senator  Pastore.  How  long  hare  you  had  those  2 yacancies  in  your 
department  ? 

Mr.  Cogswell.  Mr.  F usco,  how  long  haye  they  been  ? 

Mr.  Fusco.  January  31. 

Senator  Pastore.  You  haye  not  filled  them  up  to  now  ? 

Mr.  Fusco.  Xo.  sir.  We  were  accumulating  money  to  coyer  in-grade 
promotions.  T Ye  had  succeeded  in  doing  that  and  we  were  about  ready 
to  fill  these  2 positions  when  the  Commissioners  ordered  a freeze. 

Senator  Pastore.  What  if  you  waited  up  to  July  1. 1959,  to  fill  those 
two  yacancies,  how  much  could  you  shaye  off  the  $5,750  ? 

Mr.  Fusco.  Those  are  two,  approximately  $1,000. 

Senator  Pastore.  Approximately  $1,000.  All  right.  Any  ques- 
tions ? 

The  graph  will  be  made  part  of  the  record. 

Mr.  Cogswell.  Thank  you. 
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(The  graph  referred  to  follows :) 

DBPAMKBWT  0?  OCCUPATION  A PROFESSIONS 
ANNUAL  REPORT 
FISCAL  - 1958 
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Government  of  the  District  of  Columbia — Department  of  Occupations 

and  Professions 

Examination  information 


Board 

July 

Aug. 

Sept. 

Oct. 

Xov. 

Dec. 

Jan. 

Feb. 

Mar. 

Apr.* 

May* 

June* 

Accountancy 

X 

X 

Architects 

X 

X 

Barbers  1 

X 

X 

X 

X 

Cosmetology  1 

X 







X 



X 



X 

Dental 

X 

X 

Commission  on  Licensure. 

:::::: 

X 

X 

X 

X 

Vnrsfts  i _ _ 



X 



:::::: 

X 

X 

Optnmpfrv  . . 

X 

X 

Pharmacy  1 

X 



X 



X 

X 

Podiatry 1 

X 

.... 

X 

Professional  Engineers  1 _ 

X 

X 

X 

X 

Real  Estate 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Veterinarian 

X 

X 

Electrical. 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Motion  Picture... 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Plumbers 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Steam  Engineers 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

U ruiprtakfTS 

X 

i The  dates  for  the  holding  of  examinations  by  these  Boards  are  fixed  by  statute. 

* The  above  indicates  the  heavy  mandatory  and  other  examinations’  schedule.  For  3 prior  years  funds 
have  been  available  for  hire  of  2 temporary  GS  3 clerks.  F or  this  fiscal  year  no  such  funds  are  available. 


Public  Schools 

STATEMENT  OE  WALTER  L.  FOWLER,  BUDGET  OFFICER 

Amendment  and  Justification 

Senator  Pastore.  The  next  item  concerns  a requested  decrease  of 
8200,000  in  the  House  allowance  of  the  budget  estimate  of  $4,295,668. 
The  amendment  and  justification  for  the  supplemental  estimate  and 
the  decrease  requested  will  be  placed  in  the  record. 

(The  information  referred  to  follows  :) 

Operating  Expenses 

(House  hearings,  p.  867) 

Appropriation,  195S 

Appropriation,  1959 

Supplemental  estimate,  1959 

House  allowance,  supplemental  1959 

AMENDMENT  REQUESTED 

Page  11,  lines  11  and  12,  strike  out  “$4,295,668”  and  insert  in  lieu  thereof 
“$4,095,668,”  or  a decrease  of  $200,000  in  the  appropriation. 

Public  school  officials  have  agreed  with  the  Commissioners  to  seek  a reduction 
of  $200,000  in  the  second  supplemental  appropriation  bill,  1959,  as  approved  by 
the  House.  This  amount  is  available  in  the  public  school  appropriation  through 
normal  savings  and  compliance  with  the  Commissioners  request  to  reduce  ex- 
penditures as  much  as  possible.  This  reduction  in  1959  will  help  reduce  the 
deficit  in  the  general  fund. 

For  an  additional  amount,  fiscal  year  1959,  “Public  schools” $4,  295,  668 

Salary  increases.  ^^,22^,668. — Of  this  amount,  S3, 643. 668  is  needed  for  Teachers’ 
Salary  Act  employees  as  a result  of  Public  Law  85-838,  $170,000  for  classified 
employees  as  a result  of  Public  Law  85-462,  $313,000  for  salary  increases  granted 
wage-board  employees  approved  by  the  Commissioners  effective  May  8,  1958,  and 


$39,430,050 

39,  948,  000 

4,  295,  6 68 

4,  295,  668 
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$98,000  for  salary  increases  granted  wage-board  employees  approved  by  the 
Commissioners  effective  January  14, 1959. 

Pei'  diem  substitute  teachers,  $56,000. — This  amount  is  necessary  to  provide 
funds  for  a pay  increase  from  $14.08  to  $16  per  day  granted  by  the  District  of 
Columbia  Hoard  of  Education  to  substitute  teachers  which  is  commensurate  to 
the  pay  raise  granted  regular  teachers  by  Public  Law  85-838. 

Stc/res-clerk  service,  $6,000. — This  amount  is  necessary  to  provide  funds  for  a 
pay  increase  from  $10  to  $11  per  day  granted  by  the  District  of  Columbia  Board 
of  Education  to  stores  clerks  which  is  commensurate  to  the  pay  raise  granted 
classified  employees  by  Public  Law  85-462. 

Lunches  for  needy  children,  $9,000. — Public  Law  85-901  (approved  September 
2,  1958)  authorized  reimbursement  to  the  District  of  Columbia  public  schools 
food  services  fund  for  lunches  served  in  the  public  schools  to  children  of  families 
receiving  public  assistance.  Based  on  current  experience,  it  is  estimated  that 
the  average  daily  number  of  lunches  served  free  to  needy  children  in  the  second- 
ary schools  will  be  about  450,  of  which  180  will  be  served  to  children  of  families 
known  to  be  active  on  the  District  of  Columbia  public  assistance  rolls.  The 
$9,000  included  in  this  supplemental  request  is  needed  to  provide  free  lunches 
to  the  180  children  of  public  assistance  families  at  the  standard  rate  of  27  cents 
per  lunch  for  a period  of  approximately  180  days.  This  will  leave  270  free 
lunches  per  day,  at  a total  cost  of  about  $13,000,  to  be  financed  from  the  normal 
receipts  of  the  school  lunch  program.  In  view  of  the  fact  that  the  number  of 
free  lunches  being  served  is  considerably  greater  this  year  than  it  was  last  year  at 
this  time,  and  the  fact  that  many  schools  must  be  supplied  with  new  cooking 
equipment,  china,  and  trays  this  year,  an  operating  deficit  in  the  cafeteria  pro- 
gram as  a whole  is  likely  for  1959  unless  the  requested  supplemental  funds  are 
obtained. 

Letter  on  Agreement  With  Schools 


Mr.  Fowler.  Mr.  Chairman,  the  public  schools  agreed  to  this  reduc- 
tion and  would  like  to  introduce  the  letter  of  the  superintendent  of 
schools  in  the  record. 

Senator  Pastore.  Without  objection,  so  ordered. 

(The  letter  referred  to  follows :) 

Washington,  D.C.,  April  6,  1959. 

Mr.  Walter  L.  Fowler, 

Budget  Officer,  Washington,  D.C. 

Dear  Mr.  Fowler  : This  will  confirm  the  commitment  made  to  your  office 
orally  last  week,  to  the  effect  that  the  public  schools  can  and  will  accept  a reduc- 
tion of  $200,000  in  the  supplemental  appropriation  of  $4,295,668  requested  for 
1959. 


Sincerely  yours, 


Carl  F.  Hansen, 
Superintendent  of  Schools. 


method  of  effecting  savings 


Senator  Ellender.  How  was  that  made  possible?  Can  you  tell  us? 

Mr.  Fowler.  It  was  made  possible  through  savings  since  the  time 
that  they  asked  for  the  first  amount  of  money.  They  had  some  vacan- 
cies and  so  forth. 

Senator  Ellender.  Is  your  school  attendance  the  same  now  as  it 
was  2 years  ago  ? 

Mr.  Fowler.  I think  it  is  up,  Senator.  I think  it  is  up. 

Mr.  McLaughlin.  Greater. 

Senator  Ellender.  The  reason  I am  asking,  I saw  some  figures  that 
were  published  some  time  ago  indicating  that  the  school  attendance 
has  decreased 

Mr.  Fowler.  I do  not  think  it  decreased. 

Senator  Ellender.  In  the  past  2 or  3 years. 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959  573 


SCHOOL  ENROLLMENT 

Mr.  Lowe.  Senator,  in  the  current  year  in  the  public  schools  we 
have  114,000  students  enrolled.  Two  years  ago  we  had  108,500.  We 
have  had  a steady  and  fairly  sharp  climb  in  school  enrollment.  Might 
I point  out  in  connection  with  this  $200,000  savings  the  total  operating 
budget  involved  is  a little  over  $39  million,  so  this  is  what  you  might 
really  call  a normal  saving  out  of  a budget  of  that  size  which  we  can 
accurately  predict  this  late  in  the  fiscal  year.  It  is  less  than  one-half 
of  1 percent. 

Department  of  Public  Welfare 

STATEMENTS  0E  GERARD  M.  SHEA,  DIEECT0E;  DONALD  BREWER, 

DEPUTY  DIRECTOR;  GUY  PUNTCH,  ADMINISTRATIVE  OFFICER; 

AND  THOMAS  W.  POLAND,  DEPUTY  ADMINISTRATIVE  OFFICER 

AMENDMENT  AND  JUSTIFICATION 

Senator  Pastore.  The  next  amendment  is  for  the  Public  Welfare 
Department.  The  sum  of  $261,500  is  requested  to  be  added  to  the 
House  bill.  Of  this  amount,  $13,500  is  for  pay  cost  increases. 
$225,000  is  for  public  assistance  grants  due  to  increased  caseloads  and 
increased  costs  per  case;  and  of  the  $225,000  the  sum  of  $115  000  is  a 
new  estimate  submitted  to  the  Senate.  $23,000  is  for  increased  funeral 
costs  estimated  for  the  balance  of  the  fiscal  year.  The  amendment  and 
justification  therefor  and  the  supplemental  estimate  for  $115,000  will 
be  filed  in  the  record. 

(The  information  referred  to  follows :) 

Operating  Expenses 


(House  hearings  p.  887) 

Appropriation,  1958 $13,379,300 

Appropriation,  1959 21,  564,  276 

Supplemental  estimate,  1959  (includes  $115,000  contained  in  Senate 

document) 1,012,200 

House  allowance,  supplemental,  1959  (reduction  of  $146,500) 750,700 


AMENDMENT  REQUESTED 

Page  12,  line  6,  strike  out  “$750,700”  and  insert  in  lieu  thereof  “$1,012,200”,  or 
an  increase  of  $261,500  in  the  appropriation. 

JUSTIFICATIONS 

The  increase  requested  is  as  follows  : 


(a)  Restoration  of  cut,  H.R.  5916 $146,500 

(5)  Budget  amendment  contained  in  S.  Doc.  20 115,000 

Total 261,  500 


(a)  Restoration  of  cut  ly  House , H.R.  5916,  second  supplemental  appropriation, 
1959,  $1^6,500 

H.R.  5916,  Second  Supplemental  Appropriation  Act,  1959,  imposed  a $146,500 
cut  in  pay  costs  for  the  employees  of  the  Department  of  Public  Welfare.  The 
effect  of  this  cut  and  justification  for  its  restoration  is  as  follows  : 

Salary  increases,  $13,500. — Of  the  amount  not  allowed  in  the  supplemental  re- 
quest $13,500  was  applied  to  personal  services.  Restoration  is  requested  to  avert 
placing  approximately  38  employees  on  furlough  for  30  days  or  effecting  other 
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person nal  actions  to  produce  equivalent  savings.  The  cut  has  been  prorated 
among  all  operating  divisions  as  follows : 

Number  of 


Activity : positions 

Administration 2 

Public  Assistance  Division 6 

Surplus  Food  Division 1 

Child  Welfare  Division 3 

District  of  Columbia  welfare  institutions 12 

Children’s  Center 14 


It  should  he  pointed  out  that  this  reduction  in  staff  is  in  addition  to  restric- 
tions imposed  since  February  2,  1959,  which  at  this  writing  resulted  in  11  vacan- 
cies and  which  figure  will  continue  to  increase. 

Application  of  funds. — Funds  will  be  used  for  personal  services  and  retirement 
costs  to  eliminate  the  necessity  of  furloughing  approximately  38  employees  for  1 
month  or  any  equivalent  thereof. 


Financial  analysis 


Object 


Activities 


1 

2a 

2b 

3 

4 

5 

Total 

$500 

$2, 100 

$350 

$1,  000 

$4, 100 

$4,  626 

$12,  676 

35 

137 

22 

65 

265 

300 

824 

535 

2,237 

372 

1,  065 

4,365 

4,  926 

13,  500 

Personal  services 

Grants,  subsidies  and  contributions. 

Total.. 


Public  Assistance  Division , $133,000 

Grants,  $110,000. — The  original  budget  request  for  1959  was  based  on  a projec- 
tion of  the  average  caseload  increase  per  month  experienced  up  to  the  date  of 
submittal.  This  projection  indicated  the  total  caseload  at  the  beginning  of  the 
fiscal  year  should  have  been  10,000  cases.  Actual  payments  for  the  month  July 
1959  were  made  to  10,110  cases.  The  load  continued  to  increase  and  based 
on  experience  through  November  a projection  was  made  providing  for  an  average 
increase  per  month  of  91  cases  through  the  fiscal  year.  A request  for  a supple- 
mental appropriation  of  $110,000  for  public  assistance  grants  was  submitted  and 
is  contained  in  House  Document  58. 

Burials,  $23,000. — Restoration  of  the  portion  of  the  cut  applied  to  this  item  is 
requested  because  the  number  eligible  for  funerals  at  public  expense  has  in- 
creased as  follows : 


Total 

Monthly 

average 

T?icr>al  vpnr  1 9KR  

323 

25 

Tficpol  vpar  1959  through  March  _ 

289 

32 

Obviously  the  increase  is  related  to  increased  numbers  receiving  public  as- 
sistance. In  order  to  comply  with  the  antideficiency  act  it  was  decided  to  re- 
duce assistance  payments  by  15  percent  effective  April  1,  1959,  and  to  furlough 
at  least  38  employees  for  30  days,  effective  May  1, 1959.  However,  it  is  the  inten- 
tion of  the  Department  to  restore  part  or  all  of  the  reduction  retroactively 
depending  upon  actual  developments  in  workloads  through  June  and  final  action 
by  Congress.  It  is  also  hoped  that  sufficient  funds  will  be  restored  for  personal 
services  to  avert  any  actual  lay  off  of  employees  or  loss  of  pay. 

Application  of  funds. — Funds  will  be  used  to  provide  public  assistance  grants, 
$110,000  and  for  burial  expenses  of  $23,000. 
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Financial  analysis 


Activity  2a 

Object : Grants,  subsidies  and  contributions $133,  000 

( b)  Budget  amendment  contained  in  Senate  Document , $115,000  • 

After  the  supplemental  for  $110,000  was  submitted  the  actual  caseloads  No- 
vember 1958  through  February  1959  were  as  follows : 

November  1958 — 10,  447 

December  1958 10,  704 

January  1959 10,  798 

February  1959 10,  941 


This  reflects  an  average  increase  of  164  cases  per  month.  Faced  with  this  situa- 
tion the  Department  imposed  the  following,  effective  February  2,  1959,  by 
memoranda  to  all  operating  divisions  : 

“Effective  this  day,  it  will  be  necessary  for  all  superintendents  and  field 
administrative  officers  to  put  into  effect  the  following : 

“(1)  Discontinue  recruiting  new  personnel  and  filling  any  vacancies  which 
occur. 

“(2)  Discontinue  promotions. 

“ ( 3 ) Defer  reallocations. 

“(4)  Limit  overtime  to  extreme  emergencies  only. 

“(5)  Restrict  all  purchases  to  absolute  essentials. 

“(6)  Defer  obligating  any  funds  which  may  result  in  increasing  inventory 
beyond  the  end  of  this  fiscal  year. 

“ (7)  Eliminate  obligating  funds  for  the  purchase  of  any  equipment. 

“(8)  Economize  in  the  areas  of  transportation,  heat,  electricity,  water,  etc. 
as  much  as  possible. 

“(9)  Conserve  in  all  program  areas  the  purchase  of  supplies  and  materials. 

“(10)  Conserve  in  all  areas  relating  to  operation  of  buildings  and  grounds  the 
purchase  of  supplies  and  materials. 

“It  is  the  responsibility  of  all  operating  superintendents  and  field  administra- 
tive officers  to  work  cooperatively  in  order  to  effect  maximum  economy  for  the 
balance  of  this  fiscal  year.  It  also  is  the  responsibility  of  all  operating  superin- 
tendents and  field  administrative  officers  to  inform  each  of  their  department 
heads,  and  all  persons  under  the  supervision  of  department  heads,  the  need  for 
constant  alertness  and  economy  at  all  times  and  at  all  levels. 

“Unless  these  proposed  steps  effect  the  necessary  savings  needed  by  the  depart- 
ment to  continue  to  operate  in  all  its  12  divisions,  it  will  be  mandatory  to  effect 
a reduction  in  force.” 

In  addition  to  increased  numbers  of  cases  the  cost  to  the  District  per  case  has 
increased  because  more  persons  are  eligible  for  the  category  of  “general  public 
assistance”  for  which  the  District  receives  no  Federal  matching  funds.  Since 
new  budget  standards  were  adopted  in  September  1958  the  average  District  cost 
per  case  per  month  has  risen  from  $40.64  to  $42.25  for  February  1959. 

Projecting  an  increase  of  164  cases  per  month  for  the  balance  of  the  fiscal  year 
and  multiplying  by  the  average  cost  to  the  District  indicates  a need  for  an  addi- 
tional $115,000  over  and  above  the  original  supplemental  request  of  $110,000. 
This  figure  of  $115,000  is  arrived  at  after  applying  all  the  savings  that  can  be 
effected  throughout  the  Department. 

Functions  of  the  Department  require  programs  for  which  the  costs  are  made 
up  of  multiple  variables  which  make  it  impossible  to  deal  in  exact  figures. 
Workloads  for  all  operating  units  cannot  be  controlled.  Caseloads  in  public 
assistance  depend  upon  the  number  of  applicants  who  qualify  under  regulations ; 
the  number  of  boys  committed  to  National  Training  School  for  Boys  depends 
entirely  upon  actions  by  the  juvenile  court ; the  number  of  incligents  eligible  for 
burial  at  public  expense  depends  upon  the  death  rate  and,  obviously,  with  in- 
creased numbers  on  public  assistance  the  margin  of  risk  is  increased ; the 
amount  required  for  tuition  and  board  and  care  for  children  in  private  institu- 
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tions  and  foster  homes  depends  upon  the  number  of  children  requiring  such  care 
and  the  rate  of  tuition  in  the  schools  which  varies  and  in  most  cases  is  undeter- 
mined until  the  end  of  the  school  year. 

Application  of  funds. — Funds  will  be  used  to  provide  public  assistance  grants 
due  to  increased  caseloads  and  increased  cost  per  case. 


Financial  analysis 
Object:  Grants,  subsidies  and  contributions 


Activity  2a 

. $115,  000 


JUSTIFICATION  OF  BEQUEST 


Senator  Pa  store.  All  right,  Mr.  Shea.  Give  us  your  justification 
for  this  request. 

Mr.  Shea.  I have  a rather  detailed  statement  which  I will  submit 
for  the  record,  if  I may. 

Senator  Pastore.  Without  objection  it  is  so  ordered. 

(The  statement  referred  to  follows :) 

The  Department  of  Public  Welfare’s  financial  analysis  for  the  period  ending 
December  31,  1958,  at  the  then  current  rate  of  obligation  indicated  that  a defi- 
ciency would  occur  before  the  end  of  the  fiscal  year  1959.  The  deficiency,  due  to 
increased  persons  eligible  for  public  assistance,  would  have  occurred  even  if 
the  supplemental  request  for  $110,000  for  grants,  submitted  December  19,  1958, 
was  realized. 

In  order  to  attempt  to  meet  this  reality  the  Department  of  Public  Welfare 
staff  initiated,  on  February  2,  1959,  a program  of  austerity  which  directed  that 
there  be  a discontinuance  of  recruitment,  promotion,  and  reallocation ; that 
overtime  be  limited  to  extreme  emergencies ; by  conservation  in  all  program 
areas  and  that  there  be  a deferring  in  all  obligations  of  any  funds  beyond  that 
which  was  absolutely  necessary  to  continue  an  effective  operation  of  the  Depart- 
ment. 

From  such  action  we  had  planned  to  use  such  forced  savings  to  supplement 
the  allotment  for  the  Public  Assistance  Division.  It  appeared  at  that  time  the 
Department’s  savings  plus  the  supplemental’s  approval  could  meet  the  demands. 
At  a later  date  we  recognized  that  the  increase  in  public  assistance  cases  was 
accelerating  to  such  an  extent  that  we  could  no  longer  provide  sufficient  funds 
from  any  action  or  combination  of  actions  undertaken.  Thus  on  March  17,  1959, 
we  requested  an  amendment  to  the  supplemental  to  the  extent  of  $115,000.  The 
savings  from  within  the  Department  and  the  supplemental  and  the  amendment 
to  the  supplemental  would  have  enabled  the  Department  to  operate  until 
June  30,  1959,  with  grants  at  100  percent  of  need  together  with  a maintenance 
of  other  basic  services  but  would  not  allow  any  relaxing  of  the  austerity  pro- 
gram. 

The  action  of  the  House  reducing  the  supplemental  request  by  $146,500  made 
it  impossible  to  provide  sufficient  funds  for  public  assistance.  The  House  action 
occurred  on  March  25,  1959.  Action  had  to  be  undertaken  immediately  to  avoid 
spending  beyond  the  appropriation.  The  Department  needed  at  least  $300,000 
for  April,  May,  and  June  for  the  Public  Assistance  Division  in  order  to  main- 
tain grants  at  100  percent  based  on  April  1957  prices.  Approximately  $100,000 
was  needed  for  the  month  of  April. 

The  only  administrative  method  to  make  money  available  between  March  25 
and  April  1 would  be  leave  without  pay  for  all  personnel.  This  would  recoup 
approximately  $27,000  a day.  This  would  have  resulted  in  the  abandonment 
of  all  operations  and  would  have  been  administratively  impossible  under  civil 
service  regulations.  The  Department,  in  order  to  recoup  $300,000,  would  have 
to  eliminate  280  persons  for  90  days  or  place  1,586  persons  on  leave  without  pay 
for  11  days.  Even  if  this  were  possible  legally,  within  the  framework  of 
civil  service  regulations,  the  money  would  not  have  become  available  on  a time 
schedule  to  enable  us  to  meet  public  assistance  grants  on  the  1st  of  April, 
May,  and  June.  The  Department  recommended  a 15-percent  cut  in  grants, 
with  which  the  Board  of  Commissioners  concurred.  After  conferences  with  the 
Budget  Office  and  Commissioners  two  major  concepts  were  approved:  (1)  A 15- 
percent  cut  in  public  assistance  grants,  and  (2)  a determination  that  certain 
personnel  would  have  to  be  furloughed. 
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With  respect  to  point  (1),  the  cut  can  be  restored  retroactively  if  money 
becomes  available.  The  May  and  June  checks  can  be  adjusted  upward  depend- 
ing upon  money  availability  and  caseload  figures.  Both  of  these  factors  must 
be  taken  into  consideration.  With  respect  to  the  furloughing  of  personnel, 
point  (2),  the  Commissioners  directed  that  approximately  38  persons  be  fur- 
loughed up  to  no  more  than  30  days  and  the  Department  determined  that  each 
operating  division  would  assume  its  proportionate  share  and  it  may  be  necessary 
in  addition  for  all  or  a portion  of  the  staff  to  take  leave  without  pay  for  no 
more  than  1 day. 

It  is  respectfully  requested  that  the  full  amount  of  $146,500  be  restored  and 
that  the  $115,000  amendment  to  the  supplemental  be  approved  in  order  to  re- 
store the  reduction  in  grants,  to  the  extent  that  funds  are  available,  and  to 
prevent  any  furloughing  of  any  personnel.  Those  on  public  assistance  need  the 
full  grant  in  order  to  maintain  minimum  standards  of  health  and  decency  and 
those  rendering  service  need  to  be  available  in  full  force  in  order  to  avoid  any 
furtherance  of  social  or  economic  deterioration  and  tragedy. 

AREAS  COVERED  IN  REQUEST 

Mr.  Shea.  Actually  our  request,  sir,  is  divided  as  you  indicated  into 
four  areas.  It  is  a request  first  for  $13,500  for  personnel.  The  actual 
operation  of  the  Department  has  been  such  that  we  have  had  mini- 
mum coverage  in  our  institutional  operations.  We  have  had  very 
heavy  caseloads  in  both  child  welfare  and  public  assistance.  And 
this  request  is  to  attempt,  if  it  is  at  all  possible,  to  prevent  anybody 
from  being  furloughed  because  actually  any  furloughing  of  people 
within  the  department  would  create  a burden  in  terms  of  requiring 
people  to  carry  loads,  in  terms  of  institutional  population,  far  beyond 
that  which  would  be  safe  and  would  actually  result  in  caseworkers 
in  both  public  assistance  and  child  welfare  carrying  caseloads  which 
would  practically  preclude  them  from  doing  any  casework  and  may 
even  result  in  having  careless  methods  of  determining  eligibility  for 
public  assistance  which  in  the  long  run  may  cost  a lot  more  money. 

Senator  Pastore.  Maybe  more  expensive  ? 

PUBLIC  ASSISTANCE  CASELOADS 

Mr.  Shea.  Yes,  sir.  The  request  for  public  assistance  grants  is 
actually  divided  into  two  categories,  $110,000  and  $115,000.  When 
we  requested  the  $110,000  supplemental,  the  caseload  increase  was 
assumed  to  be  an  average  caseload  increase  per  month  of  only  91  cases. 

Senator  Pastore.  When  was  that  assumed  ? 

Mr.  Shea.  This  was  between  the  1st  of  July  and  the  1st  of  Novem- 
ber. Between  the  1st  of  November  and  the  1st  of  February  the 
caseload  average  increase  was  164  cases  a month.  And  between  the 
1st  of  February  and  now — as  a matter  of  fact  the  month  of  March, 
over  the  month  of  February — the  caseload  increase  was  194  cases  in 
the  1 month  alone.  So  we  had  a caseload  acceleration  far  beyond 
that  which  we  anticipated  anywhere  along  the  line.  The  amount  of 
cases  presently  being  carried  as  of  the  31st  of  March  is  1,025  cases 
more  than  it  was  on  the  1st  day  of  July  1958. 

Senator  Pastore.  Why  was  the  $115,000  not  sought  in  the  original 
supplemental  ? 

Mr.  Shea.  We  had  hopes,  sir,  that  the  average  caseload  would  not 
be  accelerated  at  such  a rapid  rate. 

Senator  Pastore.  This  is  something  that  has  been  discovered  since  ? 

Mr.  Shea.  Yes,  sir ; it  has  been. 

Senator  Ellexder.  This  is  all  for  public  welfare  ? 

Mr.  Shea.  Public  assistance ; yes,  sir. 
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REQUIREMENTS  FOR  ELIGIBILITY 


Senator  Ellender.  Public  assistance.  Are  there  any  requirements 
Miat  those  applying  must  be  residents  of  the  District? 

Mr  Siiea.  Yes,  sir;  1 year.  Everybody  must  be  a resident  for  at 
least  1 year. 


Senator  Ellender.  One  year? 

Mr.  Shea.  Yes,  sir. 

Senator  Ellender.  How  is  that  fixed — by  law  or  regulation? 

Mr.  Shea.  By  regulation,  in  certain  cases  by  law. 

Senator  Ellender.  Have  you  ever  thought  of  extending  that  time? 
Mr.  Shea.  Y ell,  actually  I think  some  thought  has  been  given  to 
it,  sir,  but  the  vast  majority  of  people  who  are  on  public  assistance 
have  been  here  considerably  beyond  1 year,  as  a matter  of  fact,  beyond! 
5 years  for  the  most  part. 


Senator  Ellender.  You  mean  those  who  are  on  now? 

Mr.  Shea.  Yes,  sir. 

Senator  Ellender.  We  are  now  talking  about  the  new  ones  coming 
in  ? How  long  have  they  been  residents?  Are  you  able  to  cheek  on 
that? 


Mr.  Shea.  Because  nobody  is  known  to  us  until  they  are  here'  at 
least  1 year. 

Senator  Ellender.  I understand. 

Mr.  Shea.  But  any  studies  we  made  indicated  that  people  have  been 
here  considerably  beyond  1 year  and  considerably  beyond!  5 years. 
Senator  Ellender.  You  mean  those  who  are  now  applying? 

Mr.  Shea.  Yes,  sir. 


REASONS  FOR  ACCELERATED  CASELOAD 


Senator  Pastore.  In  other  words  to  get  at  the  point  that  Mr.  Ellen- 
der is  dwelling  on,  this  increase  in  caseload,  is  it  attributable  to  tran- 
sients who  have  come  here  and  just  been  here  a year  or  is  this  a case 
of  an  economic  situation  that  requires  more  people  to  be  on  public 

assistance  ? 

Mr.  Shea.  Combination  of  things,  sir.  Actually,  of  course,  there 
are  some  people  on  public  assistance  who  have  been  here  just  slightly 
beyond  a year  I am  sure.  But  there  are  at  the  same  time  an  increase 
in  the  birthrate  and  an  increase  in  longevity  of  life.  Any  recession, 
mild  or  major,  has  an  indirect  effect  on  public  assistance  because  if  a 
person  is  working  and  has  been  taking  care  of  their  aged  parents  up 
to  that  time,  and  that  younger  person  loses  his  job,  the  elder  person 
may  find  their  way  onto  public  assistance. 

RESIDENCE  REQUIREMENT 

Senator  Pastore.  What  is  the  uniform  regulation  with  reference  to 
residence  or  domicile  with  regard  to  public  assistance  in  the  States? 

Mr.  Shea.  You  mean  throughout  the  country,  sir. 

Senator  Pastore.  Yes. 

Mr.  Shea.  Generally  speaking,  most  of  the  States  have  at  least  1 
year’s  residence.  Only  two  States  have  no  residence  requirements. 
One  is  New  York  and  the  other  is  Rhode  Island. 

Senator  Pastore.  And  you  are  worried  ? 

Senator  Ellender.  I am  not  worried,  just  curious  to  find  out. 
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BEQUEST  FOR  TABULATION 

I wonder  if  you  will  furnish  for  the  committee  the  number  of  ap- 
plicants you  have  had  during  the  past  3 months  and  how  long  they 
have  been  residents. 

(The  information  referred  to  appears  on  p.  1141.) 

Mr.  Shea.  Yes,  sir.  We  have  an  average. 

Senator  Ellender.  Since  I have  been  here  this  public  welfare  has 
been  on  the  increase.  It  has  been  my  information — of  course,  I did 
not  get  it  from  people  like  you  who  know  about  it — that  quite  a few 
people  come  here  for  no  other  purpose  than  to  get  on  the  public 
welfare. 

Mr.  Shea.  Nothing  we  have  been  able  to  ascertain,  sir,  indicates 
that.  Unquestionably,  some  people  who  come  here  to  the  District 
eventually  end  up  on  public  assistance.  But  as  far  as  we  have  been 
able  to  ascertain  they  come  here  either  for  taking  advantage  of  the 
school  system  or  taking  advantage  of  getting  jobs.  Subsequent  to 
that  they  may  find  themselves  in  need  of  public  assistance.  I do  not 
think,  sir,  that  the  Public  Welfare  Department  in  the  District  of 
Columbia  is  any  different  from  the  public  welfare  department  ex- 
perience any  place  else  in  the  country.  I think  that  virtually  every 
place  in  the  country  at  the  present  time  is  experiencing  accelerated 
increase  in  public  assistance,  particularly  in  the  aid  to  dependent 
children  category. 

MIGRATION  TO  DISTRICT 

Senator  Ellender.  I do  not  want  to  argue  with  you.  But  in  Loui- 
siania  we  have  been  paying  at  a higher  rate  than  some  other  Southern 
States,  and  I have  information  that  quite  a few  people  have  come  to 
reside  in  Louisiana  in  the  hope  of  getting  this  additional  pension 
or 

Mr.  Shea.  Grants? 

Senator  Ellender.  Grants. 

Mr.  Shea.  Yes,  sir. 

Senator  Ellender.  I am  wondering  if  the  same  thing  occurs  in  the 
District. 

Mr.  Shea.  There  is  no  question  about  it,  sir,  that  our  grants  are 
higher  than  virtually  all  of  the  Southern  States  and  many  other  States 
actually. 

Senator  Ellender.  Yes. 

Mr.  Shea.  But  there  is 

Senator  Ellender.  Higher  than  Maryland,  is  it  not  ? 

Mr.  Shea.  Yes,  sir.  Higher  than  Maryland  and  higher  than  Vir- 
ginia also,  on  the  average. 

Senator  Ellender.  If  it  would  not  involve  too  much  work,  I wonder 
if  you  could  take  the  last  3 months,  and  indicate  the  average  length 
of  time  the  applicants  lived  in  Washington. 

Mr.  Shea.  Yes,  sir.  We  will  do  that. 

Senator  Ellender.  It  might  be  of  interest. 

Senator  Pastore.  Why  do  we  not  go  a step  further.  Take  it  at  6 
months  ? 

Mr.  Shea.  All  right. 

Senator  Pastore.  It  will  give  you  a fair  perspective.  It  might  be 
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quite  interesting  to  find  out  the  new  applicants  in  the  last  6 months, 
how  lon^  they  lived  here  as  a matter  of  record. 

Mr.  Shea.  Yes,  sir. 

Senator  Pastore.  What  is  the  overall  budget  with  relation  to  public 

assistance  ? 

Mr.  Siiea.  Do  you  mean,  sir,  the  applications  or  the  approved 

cases  ? 

Senator  Pastore.  Approved  cases  ? 

Mr.  Siiea.  Approved  cases. 

Senator  Pastore.  Those  that  go  on. 

Mr.  Shea.  Sir? 

Senator  Pastore.  Those  that  go  on. 

Air.  Shea.  Yes,  sir,  those  that  go  on  relief. 

PERCENTAGE  OF  APPLICANTS  ACCEPTED 

Senator  Ellender.  Do  you  refuse  assistance  because  of  the  fact 
that  the  people  have  not  been  in  long  enough. 

Mr.  Shea.  Yes,  sir.  Of  the  number  of  applicants  in  any  one  month 
we  have  never  approved  any  more  than  44  percent  of  the  applications. 
That  is  actually  high.  The  average  of  approved  is  closer  to  40  per- 
cent a month.  That  has  been  true. 

Senator  Ellender.  What  is  the  chief  reason  for  disapproval  ? 

Mr.  Shea.  Actually  a lot  of  them  are  employed  and  they  are  not 
eligible.  Some  of  them  are  not  residents.  Some  of  them  have  re- 
sources within  their  family  structure  which  would  enable  them  to  get 
along  without  assistance.  We  actually  in  the  District  of  Columbia, 
sir,  as  I am  sure  you  know,  have  rigid  regulations  with  the  rate  of 
public  assistance,  despite  the  rising  caseload. 

EFFECT  OF  FURLOUGH  OF  TRAINED  WORKERS 

Senator  Pastore.  This  investigation  you  and  he  are  speaking 
about  emphasizes  and  points  up  the  need  not  to  furlough  trained 
social  workers,  does  it  not  ? 

Mr.  Shea.  Yes,  sir,  because  of  the  caseloads. 

Senator  Pastore.  You  may  turn  out  to  be  penny-wise  and  pound- 
foolish. 

Mr.  Shea.  Because  if  you  get  a person  on  public  assistance  it  takes 
some  time  to  get  them  off.  The  ideal  time  is  to  prevent  them  getting 
on  public  assistance  if  it  is  possible  and  legally  possible. 

Senator  Pastore.  Along  that  line  I think  it  will  be  necessary  for 
you  to  give  us  an  overall  statistical  graph  of  what  has  happened  in 
the  last  6 years  in  public  assistance  at  this  point  in  case  the  question 
should  arise  on  the  floor  of  the  Senate. 

Mr.  Shea.  Yes,  sir. 

Senator  Ellender.  In  number  as  well  as  dollars,  money. 
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(The  information  referred  to  follows :) 


Public  assistance  grants 


Fiscal  year 

Average 
number  cases 
per  month 

Payments 

Local 

Federal 

Total 

1953 

7, 025 

7,  546 
8,302 

8,  230 

8,  542 

9,  532 
10,  459 

$2,  809, 144 

2,  878, 929 
3, 155,  357 
3, 176,  411 

3,  238,  325 

4,  193,  038 
3, 459,  083 

$3, 035, 153 
3,  447,  387 
3,  873,  840 

3,  787,  699 

4,  224,  417 
4, 955,  682 
4,  099,  622 

$5,  844,  297 

6,  326, 316 

7,  029, 197 

6,  964, 110 

7,  462,  742 
9, 148,  720 
7,  558,  706 

1954 

1955 

1956 

1957 

1958 

1959  i 

1 July-February. 

STUDY  ON  MIGRATIONS 

Senator  Allott.  I wonder  if  I could  ask  a question  at  that  point. 
With  respect  to  this  problem  you  talked  about,  people  coming  in, 
have  you  or  do  you  know  of  any  study  which  has  been  made  gener- 
ally— not  only  in  this  thing — but  perhaps  in  the  field  of  pensions — has 
a study  ever  been  made  by  any  people  that  you  know  of  indicating 
the  influence  of  the  amount  of  assistance  upon  immigration  to  that 
particular  area,  whether  it  is  the  District  of  Columbia  or  whether 
it  is  the  State  of  Alabama,  the  State  of  Colorado,  or  no  matter  where 
it  may  be  ? 

Mr.  Shea.  I do  not  know  offhand,  Senator,  but  I can  check  with 
HEW  and  see  if  there  has  been  any  study  and  make  it  available  to 
the  committee. 

Senator  Allott.  You  do  not  know  of  any  study  ? 

Mr.  Shea.  I do  not  know  of  any  offhand. 


PER  CAPITA  EXPENDITURES  FOR  WELFARE 

Mr.  Chairman,  just  a month  ago  the  Bureau  of  the  Budget  issued 
a report  which  ranks  the  District  of  Columbia  in  comparison  with  the 
States  on  per  capita  expenditure  for  various  items,  one  of  which  is 
public  welfare.  And  we  stand  41  in  the  49  or  50  involved.  The  State 
of  Louisiana  stands  2,  the  State  of  Colorado  stands  3. 

Senator  Ellender.  Second  in  what  ? 

Mr.  Shea.  There  is  only  one  State  or  Territory  which  puts  out  more 
per  capita  for  public  welfare  than  the  State  of  Louisiana  ? 

Senator  Ellender.  That  is  what  I said  awhile  ago 

Mr.  Shea.  And  the  District  of  Columbia  ranks  41st. 

Senator  Ellender.  I said  because  of  that  fact  we  have  an  influx 
of  people  coming  in. 

Mr.  Shea.  Yes,  sir. 
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Senator  E blender.  In  fact,  I learned  that  in  the  last  3 or  4 months. 

Senator  Pastore.  That  is  not  too  surprising,  though,  is  it  Mr. 
McLaughlin,  because  you  do  have  here  a situation  where  most  of  the 
people  who  live  in  this  District  are  workers  in  the  Federal  establish- 
ment, and  you  do  not  have  that  mixture  of  people — economically,  I am 
speaking  now — that  would  account  for  a large  public  assistance  load? 

Mr.  McLaughlin.  We  have  at  the  the  present  time  particularly,  as 
you,  our  taxpayers,  able  taxpayers,  moving  out  to  the  periphery  of 
the  metropolitan  area,  and  coming  into  the  District,  the  less  affluent 
people,  who  are  potential  welfare  cases. 

Senat or  Pastore.  It  seems  to  be  getting  worse. 

Mr.  McLaughlin.  I mean  they  are  coming  in  from  the  suburbs. 

Senator  Pastore.  You  mean  the  Federal  employees  who  used  to 
live  in  the  District  are  now  moving  outside  of  the  District. 

Mr.  McLaughlin.  Yes,  sir;  and  the  well-to-do. 

Senator  Pastore.  The  higher  income  taxpayers  are  moving  out. 

Mr.  Laughlin.  And  their  places  are  being  taken  down  in  the  hard 
core  of  the  city  by  the  people  of  lower  income  who  potentially  would 
go  to  public  welfare. 

BURIAL  OF  INDIGENTS 

Senator  Pastore.  Now,  Mr.  Shea,  the  item  of  $23,000. 

Mr.  Shea.  $23,000  is  burials,  basically  related  to  indigent  people 
in  the  District  of  Columbia  who  have  been  on  public  assistance.  It 
is  the  result  of  average  monthly  increase  from  the  fiscal  year  1958. 
The  average  monthly  number  of  burials  last  year  was  25,  and  for  the 
first  9 months  of  this  year,  the  average  monthly  burials  have  been  32. 
This  is  an  attempt  to  take  care  of  the  increased  burials. 

Senator  Pastore.  This  surprises  me.  What  if  that  item  is  not 
allowed?  What-  happens?  What  do  you  do? 

Mr.  Shea.  Of  course,  I think  we  try  to  find  the  money  as  best  we 
possibly  can  within  the  total  public  assistance  and  public  welfare 
budget.  There  is  a contract  established  with  recognized  undertakers 
in  the  District  of  Columbia,  and  I feel  the  District  has  an  obligation 
to  pay  that  contract. 

Senator  Pastore.  I am  not  debating  with  you.  I am  just  curious. 

Mr.  Shea.  We  take  it  out  of  public  assistance  total  operations,  sir; 
that  is  all  we  could  do. 

Senator  Ellender.  The  thing  is,  you  would  bury  them  ? 

Mr.  Shea.  Yes,  sir.  We  would  bury  them. 

Senator  Ellender.  You  say  that  you  have  contracts  with 

Mr.  Sitea.  Undertakers. 

Senator  Ellender.  F or  burials  ? 

Mr.  Shea.  Yes,  sir. 

Senator  Ellender.  Do  you  give  that  by  bidding  ? 

Mr.  Shea.  Yes,  sir.  That  is  done  by  bidding  on  an  annual  basis. 

Sena  tor  Ellender.  I see.  It  is  on  an  annual  basis  ? 

Mr.  Shea.  Yes,  sir. 

Senator  Ellender.  Is  it  not  relegated  to  each  funeral  ? 

Mr.  Shea.  No,  sir.  There  is  one  contract  with  the  white  undertaker 
and  one  with  the  Negro  undertaker. 

Senator  Ellender.  Is  your  contract  every  funeral  or 

Mr.  Shea.  It  is  a unit  price. 
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Senator  Ellender.  That  is  what  I mean,  a unit  price,  irrespective 
of  the  number  of  burials. 

Mr.  Shea.  It  is  the  same  price  for  each  funeral. 

Senator  Pastore.  What  is  the  price  ? How  much  does  it  average  ? 

Mr.  Shea.  It  is  about — I do  not  know  exactly,  sir.  I could  get  that 
for  the  record.  It  is  roughly  $175  per  case,  per  funeral.  I would 
have  to  submit  that  fact  for  the  record.  I do  not  know. 

Senator  Pastore.  Any  further  questions  on  that  item  ? 

(The  information  referred  to  follows:) 

The  District  discharges  its  obligation  for  burial  of  indigents  by  entering  into 
contracts  with  private  undertakers  based  on  written  specifications  and  after  open 
competitive  bidding.  The  contracts  are  such  that  all  or  part  of  a funeral  may  be 
paid  for  by  public  funds.  For  instance,  the  family  might  have  clothing  in  which 
they  want  the  body  buried,  therefore,  there  may  be  no  cost  for  a shroud  ; a burial 
plot  may  be  available  at  no  cost  and  so  on.  Not  only  do  the  contract  prices  vary 
but  the  cost  per  funeral  varies  within  a contract.  Experience  for  the  past  3 
years  and  through  January  for  this  fiscal  year  has  been  as  follows: 


Fiscal  year 

Number  of 
burials 

Total  cost 

Cost  per 
funeral 

1956 

218 

$27, 626. 20 
32, 743. 20 
45,  609.  21 
34,  359.  75 

$126.  72 
117. 78 

1957 

278 

1958  

323 

141.20 

1959  (through  January) __  __ 

238 

144. 37 

The  current  contract  prices  for  each  funeral  where  all  services  are  provided 
at  cost  to  the  District  are : 


Caucasians $246.  50 

Other  races 144.  06 


The  specifications  and  requirements  are  the  same,  the  difference  is  accounted 
for  in  competition  for  the  business.  The  expected  volume  of  business  for  non- 
white funerals  apparently  make  the  business  more  desirable  to  private  under- 
takers. 


JUDGMENT  AND  SETTLEMENT  OF  CLAIMS 

STATEMENT  0E  WALTER  I.  EOWLER,  BUDGET  OEEICER 

Amendments  and  Justification 

Senator  Pastore.  The  next  two  amendments  represent  the  usual 
items  for  settlement  of  claims  and  suits  and  judgments,  all  pursuant 
to  existing  authority  of  law. 

F or  settlement  of  claims  and  suits  the  sum  of  $3,934  is  requested  to 
be  added  to  the  House  figure  of  $20,197,  and  for  judgments  the  sum  of 
$88,066  is  requested  in  addition  to  the  House  figure  of  $30,219. 

Without  objection,  the  amendments  and  justifications  submitted  in 
support  of  these  two  so-called  uncontrollable  items  will  be  placed  in 
the  record. 

(The  information  referred  to  follows :) 

Miscellaneous 

SETTLEMENT  OF  CLAIMS  AND  SUITS 

(House  hearings,  p.  890) 

Supplemental  estimate,  1959  (includes  $3,934  contained  in  S.  Doc.  20) $24, 131 

House  allowance,  supplemental  1959 20, 197 
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AMENDMENT  REQUESTED 

Page  12,  line  12,  strike  out  “,$20,197”  and  insert  in  lieu  thereof  “$24,131”,  or 
an  increase  of  $3,934  in  the  appropriation. 

JUSTIFICATION 

For  the  payment  of  claims  in  excess  of  $250,  approved  by  the  Commissioners  in 
accordance  with  the  provisions  of  the  act  of  February  11,  1929,  as  amended  (45 
Stat.  1160 ; 46  Stat.  500;  65  Stat.  131),  $3,934. 

The  District  of  Columbia  Appropriation  Act,  1959,  under  the  head  of  “Office 
of  Corporation  Counsel,”  included  the  amount  of  $10,000  for  the  settlement  of 
claims  not  in  excess  of  $250  each,  when  approved  by  the  Commissioners  in  ac- 
cordance with  the  act  of  February  11, 1929,  as  amended. 

The  accompanying  estimate  of  appropriation  of  $3,934  is  submitted  in  order 
to  pay  claims  under  the  same  act  of  Congress  which  are  in  excess  of  $250  each,  as 
follows : 


Claimant 


Nature  of  claim 


Maurice  A.  Richards  and 
Bankers  Mutual  Insurance 
Co.: 


Property  damage  to  parked  car  when  struck 
by  Fire  Department  pumper  at  Warder 
St.  and  Park  Rd  NW.,  on  June  21,  1958... 


Government  Employees  In- 
Insurance  Co.  and  Virgil  J. 
Hinchliffe. 


Property  damage  to  automobile  when  struck 
by  Sewer  Operation  Division  truck  at 
15th  St.  and  Constitution  Ave.  NW.  on 
Nov.  14,  1956: 

Insurance  company 

Hinchlffe 


Total 


Mrs.  Mary  Adams  Ward Personal  injuries  (contusions  to  scalp  and 

left  lateral  leg  and  sprain  of  neck  muscles) 
sustained  while  a passeneer  in  an  auto- 
mobile which  was  in  collision  with  Dis- 
trict of  Columbia  Government  vehicle  at 
Penning  Rd.  and  21st  St.  NE.,  on  Dec.  20, 
1956. 

Vivian  R.  Humbert Property  damage  to  car  resulting  from  the 

avo^Te-statcd  accident  involving  Mrs. 
Ward  and  personal  injuries  (traumatic 
tendonitis,  left  shoulder)  while  driving 
the  vehicle  in  which  Mary  Adams  Ward 
was  passenger: 

Personal  injuries 

Property  damage 

Total 

Property  damage  to  automobile  owned  by 
James  P.  Johnson  when  struck  by  aerial 
ladder  truck  of  District  of  Columbia  Fire 
Department  at  the  south  curb  of  Warren 
St.  NW.,  on  July  22,  1958. 

Personal  injuries  (mild  cerebral  concussion 
and  bruises)  sustained  in  a fall  on  a defec- 
tive sidewalk  in  the  400  block  of  7th  St. 
NW.,  on  July  18,  1958. 


Congressional  Insurance  Co.. 


Rose  Diamond 


Total 


Amount  of 
claim  or  suit 

Amount  of 
settlement 

$342.  34 

$342. 34 

726.  65 
100. 00 

726. 65 
100. 00 

826.  65 

826.  65 

2,  500.  00 

350.  00 

Unstated 
509. 06 

500. 00 
509.06 

509. 06 
400. 48 

1, 009. 06 
400. 48 

2, 000. 00 

1, 000. 00 

3,928. 53 

JUDGMENTS 

(House  hearings,  p.  890) 

Supplemental  estimate,  1959  (includes  $88,066  contained  in  S.  Doc. 


) $118,285 

House  allowance,  supplemental  1959 30,  219 


AMENDMENT  REQUESTED 

Page  12,  line  16,  strike  out  “$30,219”  and  insert  in  lieu  thereof  “$118,285”,  or 
an  increase  of  $88,066  in  the  appropriation. 
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JUSTIFICATION 

For  the  payment  of  final  judgments  rendered  against  the  District  of  Columbia, 
as  set  forth  in  Document  No.  20  (86th  Cong.),  $88,066,  together  with  such 
further  sums  as  may  be  necessary  to  pay  the  interest  at  not  exceeding  4 per- 
cent per  annum  on  such  judgments,  as  provided  by  law,  from  the  date  the  same 
became  due  until  the  date  of  payment. 


Amount  of 
judgment 

Costs 

Total 

District  of  Columbia  v.  Ben  Lar  Associates 

$67 

$67 

Scull,  et  al.  v.  District  of  Columbia,  et  al  . 

$60, 000 
173 

192 

60, 192 
179 

Albert  M.  White  & Imperial  Ins.  Co.  v.  District  of  Columbia, 
et  al _ _ _ _ 

6 

Eastern  Dispensary  & Casualty  Hospital  to  its  own  use  and  to  the 
use  of  Boston  Ins.  Co.  v.  District  of  Columbia,  et  al 

2,128 
6,  620 
10,  000 
8,  500 

4 

2,132 
6,  751 
10,  000 
8,  745 

Progressive  Builders,  Inc.  v.  District  of  Columbia 

131 

Jessye  M.  Barnard  v.  District  of  Columbia,  et  al 

Mabel  Elliott  v.  District  of  Columbia 

245 

Total 

87,  421 

645 

88,  066 

BASIS  OF  REQUEST 

Senator  Pastore.  I think  yon  can  give  us  a quick  explanation  of 
why  that  is  necessary. 

Mr.  Fowler.  Mr.  Chairman,  as  you  said,  these  are  miscellaneous 
claims  of  settlements  of  suits  and  judgments  that  are  mandatory  and 
I think  the  justifications  written  will  amply  explain  it. 

Senator  Pastore.  These  have  not  been  before  the  House? 

Mr.  Fowler.  Have  not  been  before  the  House. 

Senator  Pastore.  A Senate  document. 

Senator  Ellender.  Are  those  judgments  rendered  by  courts? 

Mr.  Fowler.  Entered  by  courts. 

Senator  Ellender.  Court  of  Claims  ? 

Mr.  Fowler.  The  district  court  here  in  the  city  and  other  courts. 

Senator  Pastore.  You  mean  if  someone  is  injured  for  some  reason 
or  other? 

Mr.  Fowler.  That  is  correct,  Senator. 

Senator  Pastore.  And  recovers  against  the  District.  What  do  you 
have  to  pay  ? 

Recreation  Department 

STATEMENTS  OF  MILO  F.  CHEISTIANSEN,  SUPERINTENDENT; 

JOSEPH  H.  COLE,  ASSISTANT  SUPERINTENDENT;  AND  HORACE 

THIELE,  BUSINESS  MANAGER 

SUPPLEMENTAL  ESTIMATE 

Senator  Pastore.  The  next  item  involves  the  Recreation  Depart- 
ment. 

The  supplemental  estimate  for  pay  cost  increases  was  $173,200  and 
the  House  allowed  $129,900  a reduction  of  $43,300  which  is  requested 
restored.  The  amendment  and  justification  will  be  placed  in  the 
record. 
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(The  information  referred  to  follows:) 

Recreation  Department 


OPERATING  EXPENSES 

Appropriation,  1958 $2,191,000 

Appropriation,  1959 2,225,745 

Supplemental  estimate,  1959 173,  200 

House  allowance,  supplemental  1959  (reduction  of  $43,300) 129,900 


AMENDMENT  REQUESTED 

l’age  35,  line  4,  strike  out  “$129,900”  and  insert  in  lieu  thereof  “$173,200”,  or 
in  increase  of  $43,300  in  the  appropriation. 

JUSTIFICATION 

The  increase  requested  is  as  follows : 


3.  Program $35,675 

5.  Transfer  to  National  Capital  Parks 7,  625 

Total 43,  300 


The  Recreation  Department  is  responsible  for  providing  constructive  recrea- 
tion activities  and  facilities  for  children  and  youth  of  the  city.  Each  year  im- 
mediately following  the  close  of  school,  the  Department  extends  its  program  to 
provide  supervision  and  activities  for  the  149,000  school-age  children  and  youth 
during  the  summer  months.  For  over  35  years  the  Department’s  responsibility 
for  this  program  has  been  recognized  by  the  Congress,  the  District  Commission- 
ers and  the  citizens  of  Washington. 

Of  the  $43,300  cut,  $7,625  is  for  transfer  to  National  Capital  Parks  for  main- 
tenance and  conditioning  of  the  playgrounds,  swimming  pools,  day  camps  and 
recreation  centers,  which  also  must  be  restored. 

To  absorb  the  House  cut,  the  Department  has  two  alternatives. 

Plan  A would  be  to  furlough  all  present  employees  (548,  comprising  classified, 
part-time  and  custodial)  without  pay  for  8.4  days. 

Plan  B would  be  to  delay  for  9 days  the  employment  of  some  300  employees  for 
the  expanded  summer  program,  immediately  following  the  closing  of  schools. 

Plan  A would  result  in  all  playgrounds  and  recreation  centers  being  closed 
during  those  8.4  days,  resulting  in  loss  in  attendance  and  hours  as  indicated 
below : 


Attendance 

Estimated 
loss  in  hours 
of  recreation 

Closing  all  playgrounds  and  recreation  centers  for  8.4  days 

493, 000 

1, 479, 000 

Plan  B,  delaying  of  the  extended  summer  program,  wTould  result  in  loss  of  at- 
tendance and  recreation  as  follows : 


Attendance 

Estimated 
loss  in  hours 
of  recreation 

1.  Playgrounds— reduced  hours  of  operation.  _ _____________  __ 

90. 000 
31,  500 

9,  750 

66. 000 

270. 000 
63,000 
58,  500 

198.000 

2.  Swimming  dooIs  __  

3.  Day  camps ___  _ _ 

4.  Playgrounds — delayed  opening  of  15 

Total _ 

197,  250 

589,500 

It  may  be  seen  that  plan  B has  less  impact  on  public  service,  employees’ 
morale,  and  citizen  reaction,  and  therefore  the  Department  plans  to  apply  plan  B. 

Either  plan  could  result  in  the  loss  of  some  employees  and  other  serious  factors 
could  be  affected  relating  to  vandalism,  accidents,  fatalities  and  delinquency. 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  195  9 


587 


Application  of  funds. — The  restoration  requested  would  permit  operation  as 
normally  scheduled  at  the  following,  in  the  activities  indicated,  including  per- 
sonal services,  related  other  costs  and  maintenance  and  conditioning: 


Program 

National 
Capital  Park 

Total 

1.  Hours  of  operation  at  91  regular  playgrounds.  _ ----- 

2.  Operation  of  aqratif  program  at  8 swimming  pools.  ..  _ 

3.  Operation  of  10  day  camps 

4.  Opening  of  15  additional  playgrounds-. ------ 

Total  . ---  --. 

$17,  212 
4. 157 
11. 085 
3.221 

$5,  719 
763 
762 
381 

$22.  931 
4.  920 
11.  847 
3,602 

35.  675 

7.  625 

43.  300 

Financial  analysis— Object: 

01  Personal  services  . - 

33.  497 
2, 178 

33.  497 
2. 178 
7,625 

11  Grants,  subsidies  and  contributions.—  --  

Transfer  to  National  Capital  Park . . ... 

Total . ...  .. 

7,  625 

35,  675 

7,625 

43,  300 

RESTORATION  REQUESTED 

Mr.  Fowler.  Mr.  Christiansen  is  here. 

Senator  Pastore.  Will  you  explain  it.  please  ? 

Mr.  Christiansen.  In  respect  to  the  time  of  the  afternoon  and  the 
importance  of  the  hearing,  I would  like  to  call  attention  to  the  fact 
that  we  have  five  of  the  seven  members  of  the  Recreation  Board 
present.  Representatives  of  the  School  Board,  Rational  Capital 
Parks  Superintendent  and  the  District  Commissioners  are  on  the 
Board. 

We  are  requesting  restoration  of  $13,300  in  order  to  proceed  with 
the  program  we  have  done  ever}7  year  for  the  last  35  years  in  terms 
of  going  into  full  operation  upon  the  close  of  schools  on  June  19. 
W e want  to  expand  the  full  time  operation  of  91  playgrounds  from 
9 o'clock  in  the  morning  until  dusk.  We  want  to  go  into  full  oper- 
ation of  the  swimming  pool  program  at  8 of  the  city  pools.  We  want 
to  open  up  10  day  camps  as  we  have  done  in  past  years,  one  of 
which  is  the  crippled  children's  camp.  We  would  also  open  up  15 
additional  playgrounds  as  in  past  years. 

EFFECTS  OF  CUTS 

May  I point  up  the  fact  that  if  these  funds  are  not  made  available 
some  serious  effects  may  result  in  employee  morale  of  the  department. 

Other  serious  factors  could  result  of  a more  serious  nature  such 
as  vandalism,  accident  and  fatalities  resulting  from  drownings  and 
general  disorder.  Job  opportunities  for  youth  in  the  District  would 
be  affected.  At  25  centers  where  we  operate,  odd  job  programs  for 
young  boys  and  girls  hi  cooperation  with  the  U.S.  Employment  Serv- 
ice and  the  Commissioners'  Youth  Council  would  be  hampered. 

FUNDS  FOR  MAINTENANCE  OF  PROGRAMS 

Senator  Pastore.  May  I ask  you  a question  at  this  point  ? Let  me 
put  it  this  way.  Does  this  $43,300  that  you  are  asking  to  be  restored, 
is  that  for  an  expanded  program  over  the  usual  programs  of  the  past 
or  is  that  merely  the  maintenance  of  the  same  program  ? 

Mr.  Christiansen.  Maintenance  of  the  same  program. 

Senator  Pastore.  And  this  would  mean  curtailing  those  programs  ? 

Mr.  Christiansen.  Yes,  sir. 
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Senator  Pastore.  The  House? 

Mr.  Christiansen.  The  $43,300  has  not  been  before  the  House  as 
such,  but  was  a part  of  the  requested  total  of  $173,200. 

Senator  Pastore.  That  has  not  been  before  the  House  ? 

Mr.  Ci  i ristian sen . Yes,  sir,  the  $173,200. 

Senator  Pastore.  Now  the  serious  question  is  why  not. 

Mr.  Christiansen.  I am  saying  this  cut  of  $43,300  has  not  been 
before  the  House. 

Senator  Ellender.  Did  you  ask  for  any  specific  amount  ? 

Mr.  Christiansen.  $173,200  was  requested  before  the  House. 

Senator  Ellender.  When  ? 

Mr.  Christiansen.  In  our  request  for  the  amount  needed  to  meet 
the  cost  of  the  pay  act  we  were  cut  25  percent  by  the  House. 

Senator  Ellender.  You  just  ask  for  the  total  ? 

Mr.  Christiansen.  That  is  right.  Of  this  $43,300,  of  which  $7,625 
is  for  maintenance  and  for  transfer  to  the  National  Capital  Parks. 
They  maintain  and  condition  our  playgrounds,  swimming  pools,  and 
day  camps. 

Senator  Pastore.  Any  further  questions  ? 

INCREASE  IN  USE  OF  FACILITIES 

Senator  Ellender.  To  what  extent  has  the  use  of  these  facilities 
increased  ? 

Mr.  Christiansen.  Yes,  it  has  been  increasing  each  year,  in  fact 
the  material  I have  here  shows  that  if  we  do  not  get  this  restoration 
there  will  be  a loss  in  attendance  of  197,250  which  was  last  year’s 
attendance  and  589,500  hours  loss  of  recreation  participation  based  on 
last  year’s  figures. 

Senator  Pastore.  Would  you  have  to  postpone  the  opening  of  any 
of  these  facilities  ? 

Mr.  Christiansen.  Yes,  for  9 days,  from  June  19  to  the  first  of 
J uly , all  facilities. 

Senator  Pastore.  If  this  money  is  not  put  in  there  ? 

Mr.  Christiansen.  Yes,  sir. 

Senator  Pastore.  Any  further  ouestions?  I will  insert  in  the 
record  at  this  point  a letter  from  Mr.  Louis  E.  Nyberg. 

(The  letter  referred  to  follows :) 

April  11, 1959. 

Senator  Carl  Hayden, 

Chairman  of  Senate  Appropriations  Committee,  Washington,  D.C. 

Dear  Senator  Hayden  : I write  you  as  an  individual  but  I speak  for  several 
hundred  mute  parents  of  the  children  of  B?n  Murch  School.  It  has  come  to  our 
attention  that  the  District  of  Columbia  Recreation  Department  has  discontinued 
the  playground  facilities  this  summer  at  the  Ben  Murch  School. 

You  may  feel  that  because  the  Murch  School  is  in  an  upper  bracket  neighbor- 
hood that  the  parents  have  ample  funds  to  send  their  children  away  for  the 
summer  to  camp ; perhaps  there  are  many  parents  fortunate  enough  to  he  in  this 
privileged  class,  I am  not  however  concerned  with  this  group  of  children,  I do 
not  want  the  majority  of  the  student  body  to  be  penalized  because  of  so  few 
wealthy  families. 

The  Ben  Murch  summer  playground  last  year  was  very  well  attended  and 
the  few  meager  facilities  that  were  provided  were  utilized  to  the  utmost  for  the 
greater  number  of  Murch  students.  If  funds  are  not  allocated  this  year  to  this 
project  it  will  he  sorely  missed  by  many  children  that  need  the  guidance,  teach- 
ing, and  recreational  facilities  so  capably  presented  in  the  past  years. 

Very  truly  yours, 


Louis  E.  Nyberg. 
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Department  of  Public  Health 

STATEMENTS  OF  DR.  DANIEL  LEO  FINUCANE,  DIRECTOR,  AND 
WILLIAM  BOWMAN,  EXECUTIVE  OFFICER 

AMENDMENT  REQUESTED 

Senator  Pastore.  The  next  item  involves  the  Public  Health  Depart- 
ment. The s amendment : is ; f or  $527,225,  and  covers  two  items,  namely, 
the  restoration  of  $469,925  which  the  House  cut  from  the  pay  cost  esti- 
mate of  $1,879,100  and  $5 1,300,  a new  estimate  submitted  to  the  Senate 

bffa*w  °L] lncreaseld  cof  .s  for  cape  of  patients  at  St.  Elizabeths  and 
attributed  to  wa^e  board  increases  of  its  personnel. 

record  amendment  and  justification  submitted  will  be  placed  in  the 
(The  information  referred  to  follows:) 

Operating  Expenses 

Approprin  cion,  1958 

Appropriation,  1959 $28,  647,  600 

Supplemental  estimate,  1959  ^ OncIidSlsT^  3°’  73°’  °°° 

House  allowance,  supp'limenST  1959'  (redaction l’  409,  775 

AMENDMENT  REQUESTED 

Page  35,  line  10,  strike  out  “$1,409,775”  and  insert  in  lieu  thereof  “«i  007  non” 
or  an  increase  of  $527,225  in  the  appropriation.  tneieot  $1,937,000  , 

JU  STIFI CATION  S 

-fn?+ltrWt  °J  CoJ.uml> ia  Department  of  Public  Health , $527,225.—' This  reouesf  is 
for  the  restoration  of  the  full  amount  of  out  ,,  equest  is 

beths  Hospital,  retroactive  to  January  1,  1959  a total  of  ^97  99?  u i ht*  Ehza' 

amount  requested  restored,  $293,985  is  for  public  health  °f  th?. total 

District  of  Columbia  General  Hospital  and  Glenn  Dale  Hospital  ■ and  K 24f>  °f 
for  the  care  of  patients  in  St.  Elizabeths  Hospital.  P taA  ’ d $233,240  is 

We  have  explored  the  feasibility  of  reducing  exr>pn  dim  rp=<  4«  o 
personal  services.  The  steps  that  have  alroadv  iwn  li  ! ? areas  other  than 

tures  include  the  freezing  3 al! vacant  Sons 

nance  projects  and  equipment  purchases  • the  curtailing  nf  Untlh  °?  mamte- 
to  the  barest  minimum;  and  the  cutting  back  of  all  inventories^ TMsVo^T 
curtailment  was  studied  as  a means  of  offsetting  thP  ^iT^  complete 
affecting  the  Health  Department  and  its  hosnitfla  * f th?  reductl0M 

that  it  would  be  extremely  impractical  to  oonf-im-m  wever,  we  have  found 
period  of  time  since  it  would  endanger  the  operation  ofThP^p0^1^68  for  any 
Therefore,  it  has  been  determined  that  acSck  in  our  eating 
required.  Unless  funds  are  restored,  it  will  be  necessary  fn  mi i£  L o ^ 1 be 
ployees  between  the  period  May  17  and  June  30  iqVi  Z to  furl?ugb  3,000  em- 
3 days  to  cover  the  deficit  of  $294 000 for  nub Uo  wfl0r  a p<:riod  of  a*  least 
Columbia  General  Hospital  and  Glenn  Dale  Hospfta^  ^ aCtmtieS’  District  of 
Some  of  the  maj’or  effects  of  furloughing  employees  «nd  mdn  t-*  ^ 

needed  obligations  in  public  health  and  medfeal  sendees  are  i f,!!!!!™  °f  otlier 

in  the  Rurea?«dn  be : health-~’Th>i  maJ°r  ***  of  the  furloughing  of  "employees 
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health  services.  This  will  result  in  delays  of  as  much  as  several  months  beyond 
the  present  1 to  8 weeks  appointments  time  backlog,  in  getting  approximately 
h;5  newborn  babies  under  health  supervision,  most  of  whom  leave  the  hospital  at 
h t<>  I < | ; i y s of  age;  delays  in  over  1,300  immunizations  and  tests,  including  im- 
munizations against  polio  at  a time  when  these  are  critically  needed  prior  to  the 
polio  season  for  this  most  susceptible  age  group  and  against  diphtheria,  whoop- 
ing cough,  tetanus,  and  smallpox. 

<2)  Curtailment  of  health  services  for  children  in  the  public  and  parochial 
schools  by  approximately  138  medical  visits  to  the  schools  for  health  super- 
vision, and  the  curtailment,  possibly  the  elimination  of  preschool  examinations, 
and  ilie  institution  of  corrective  procedures  for  children  registering  for  school 
attendance  this  spring. 

(3)  For  handicapped  and  crippled  children  the  cancellation  of  approxi- 
mately 700  visits  of  those  children  to  the  crippled  children  clinics  and  in  the 
health  school  for  special  medical  and  rehabilitation  services,  the  latter  including 
physical  and  occupational  therapy,  hearing  and  speech,  psychological  and  social 
services.  This  will  result  in  the  curtailment  of  physical  therapy  treatments 
of  crippled  children  in  the  health  school  program  beyond  what  is  even  now 
seriously  inadequate  because  of  a 50  percent  increase  this  year  in  the  number  of 
children  needing  these  treatments,  with  no  increase  in  staff.  It  will  also  delay 
and  curtail  clinical  followup  and  treatment  of  the  children  found  in  the  child 
health  clinics  and  schools  with  vision  and  hearing  and  other  physical  handicaps. 

Public  health  nursing. — The  effect  of  furloughing  of  employees  in  public 
health  nursing  will  result  in — 

(1)  Curtailment  of  approximately  1,600  nursing  visits  in  the  field,  clinics, 
hospital,  and  health  room. 

(2)  Curtailment  of  nursing  services  in  the  School  Health  Nursing  Division 
so  that  approximately  50  school  sessions  will  not  be  covered  and  approximately 
350  patients  will  not  be  seen.  The  furloughing  of  the  staff  nurses  would  increase 
the  unmet  needs  of  the  school,  the  children,  and  their  families,  since  the  number 
of  public  health  nurses  presently  assigned  is  inadequate. 

Public  health  engineering . — The  effect  of  a furloughing  of  employees  in  food 
and  public  health  engineering  would  result  in  the  following — 

(1)  Field  inspections  would  be  reduced  to  dealing  with  emergencies,  com- 
plaints followup  on  the  abatement  of  nuisances,  and  court  action. 

(2)  Personnel  of  the  Food  and  Public  Inspection  Division  would  be  drained 
off  to  staff  essential  activities  in  the  Milk  and  Veterinary  Division  and  the 
Public  Health  Engineering  Division  could  be  maintained. 

(3)  Partial  discontinuance  of  routine  work  in  the  dairy  farm  inspection 
section  would  be  necessary. 

(4)  All  Bureau  planning  activities  and  participation  and  studies  relating  to 
proposed  changes  in  regulations  would  be  greatly  reduced. 

(5)  All  inservice  training  would  be  discontinued  for  the  period  during  which 
compulsory  furloughs  are  being  taken. 

(6)  All  routine  catching  of  dogs  in  the  District  would  be  discontinued  and 
only  emergencies  handled. 

Disease  control. — The  effect  of  a furloughing  of  employes  in  this  activity  would 
result  in  the  reduction  of  clinic  services  to  patients  in  all  areas  of  disease  con- 
trol. Fewer  tubercular  patients  would  be  discovered  and  more  persons  infected. 
Services  to  patients  would  be  reduced  in  the  same  manner  in  the  venereal  disease 
division  and  all  the  other  communicable  diseases.  Protective  services  should  be 
increased  rather  than  decreased  to  at  least  maintain  our  present  status  of 
community  health. 

Dental  health. — The  effect  of  a furloughing  of  employees  in  dental  services 
would  result  in  the  following  : 

(1)  Elimination  of  approximately  1,500  dental  services  or  248  patient  visits 
for  Underprivileged  children  and  indigent  adults. 

(2)  Cancellation  of  26  school  visits  by  dental  hygiene  counselors,  cancellation 
of  180  classroom  lectures  in  preventive  dental  health  measures,  and  975  followup 
conferences  in  the  school  program. 

Mental  health. — The  effect  of  a furloughing  of  employees  in  mental  health 
will  result  in  the  following : 

(1)  Reduce  psychiatric  and  psychological  treatments  to  children  by  approxi- 
mately 150.  These  children  might  be  deprived  of  a treatment  at  the  very  time 
of  greatest  need  in  the  interest  of  recovering. 

'.v  f2)  Reduce  psychiatric  and  psychological  treatments  to  adults  by  approxi- 
mately 338.  In  the  case  of  adults  deprived  of  treatment  a depressed,  agitated 
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or  suicidal  patient  might  lose  the  opportunity  for  a lifesaving  treatment  inter- 
view. In  less  severe  situations  a number  would  find  gains  reversed  by  the  delay 
in  treatment  time.  This  would  be  the  case  in  the  alcoholic  patient  whose 
recovery  is  often  dependent  upon  regularly  available  treatments. 

(3)  Reductions  in  group  therapy  to  approximately  340  patients.  Group 
therapy  is  an  important  service  bringing  treatment  to  a larger  number  of 
patients  than  possible  in  individual  therapy. 

(4)  Delay  in  written  reports  to  the  public  school  system.  This  creates  a 
problem  for  the  public  school  system  which  has  a 30-day  limit  on  suspension. 

(5)  Delay  in  psychiatric  reports  to  the  courts  and  law  enforcement  agencies. 
This  increases  the  already  well-known  court  calendar  backlog. 

Laboratories  and  pharmacies. — The  effect  of  a furloughing  of  employees  in  the 
laboratories  and  pharmacies  would  result  in  : 

(1)  Curtailment  of  laboratory  services  to  other  activities  of  the  Department, 
the  Police  Department,  the  coroner,  and  others.  Such  a reduction  in  laboratory 
services  to  other  activities  would  further  limit  the  operations  of  those  activities. 
The  laboratory  plays  a vital  part  in  the  prevention  of  contagious  disease  and 
any  curtailment  may  result  in  suffering  to  the  public. 

(2)  Reduction  in  the  number  of  prescriptions  filled  and  issued  to  patients. 

Medical  assistance. — The  effect  of  a furloughing  of  employees  in  medical  as- 
sistance would  result  in : 

(1)  Curtailment  of  approximately  165  ambulance  runs  to  transport  sick 
patients. 

(2)  Delays  in  processing  vouchers  for  payment  to  St.  Elizabeths  Hospital, 
Freedmen’s  Hospital,  and  Medical  Charities.  A backlog  has  already  accumulated 
in  this  area. 

Biostatistics  and  health  education  division. — The  effect  of  a furloughing  of 
employees  in  the  biostatistics  division  would  result  in  : 

(1)  Delaying  the  work  of  the  biostatistics  division  already  a month  behind 
in  their  operation.  The  needs  of  the  vital  statistics  under  this  division  during 
the  latter  part  of  the  fiscal  year  are  such  that  under  normal  circumstances  it 
has  been  necessary  to  utilize  100  to  125  hours  of  overtime  to  maintain  reason- 
able service  to  the  public.  The  abnormal  volume  of  work  during  this  period 
is  due  to  the  deadline  of  preschool  registration.  The  effect  of  this  need  of  the 
vital  statistics  section  to  meet  its  responsibilities  to  the  public,  and  which  it 
would  appear  impossible  to  avoid,  means  that  personnel  from  the  biostatistics 
section  of  the  division  would  need  to  be  assigned  to  the  vital  statistics  section 
in  order  to  provide  essential  services. 

(2)  Reduction  of  health  education  activities  to  the  community. 

Clinic  maintenance  and  operations  section. — The  effect  of  a furloughing  of 
employees  in  this  section  will  result  in  : 

(1)  Reduction  of  cleaning  services  to  the  medical  activities. 

(2)  Reduction  in  the  security  assignments  to  the  clinics. 

District  of  Columbia  General  Hospital. — The  effect  of  a furloughing  of  em- 
ployees at  District  of  Columbia  General  Hospital  will  result  in  : 

(1)  Seriously  jeopardizing  patient  care.  Diagnosis  would  be  postponed  be- 
cause the  laboratory  tests  would  be  delayed  because  of  lack  of  staff,  X-rays  would 
not  be  taken  as  rapidly  as  necessary  so  that  the  reports  would  not  be  read  and 
typed  as  fast  as  they  should  be.  The  death  of  patients  could  conoeivably  re- 
sult because  of  slow  or  incorrect  diagnosis.  It  would  also  mean  that  patients 
once  they  were  on  the  wards  would  not  receive  the  nursing  care  which  they 
now  receive,  which  is  inadequate.  Fewer  nursing  personnel  would  intensify 
this  situation. 

(2)  Prolonged  hospital  stay,  thereby  resulting  in  increased  costs.  Lank  of 
facilities — for  example  diagnostic  and  X-ray  services — would  mean  that  patients 
would  remain  in  the  hospital  longer  than  they  should.  In  addition,  the  staff 
necessary  to  process  papers  for  discharge  would  be  diminished  and,  therefore, 
patients  would  not  be  discharged  as  soon  as  they  should.  This  obviously  would 
result  in  an  increased  census  assuming  the  admissions  would  remain  the  same. 

(3)  Developing  of  unhealthy  crowding.  With  a prolonged  hospital  care  it 
would  be  necessary  to  place  more  patients  in  the  same  room,  thereby  creating 
an  unhealthy  situation. 

(4)  Slow  delivery  of  supplies  to  the  wards.  Because  of  a lack  of  personnel, 
drugs  and  other  medical  supplies  would  not  be  on  hand  in  the  wards,  thereby 
increasing  the  difficulties  of  the  personnel  taking  care  of  the  patients. 
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The  Congress  has  recognized  serious  shortages  of  personnel  and  other  funds  in 
the  operation  of  District  of  Columbia  General  Hospital  by  appropriating  addi- 
tional large  sums  of  money  in  the  most  recent  fiscal  years.  For  1960,  the  House 
Appropriations  Committee  has  approved  135  additional  positions  and  other  funds 
to  improve  medical  care  at  the  hospital.  Unless  the  funds  requested  are  restored, 
much  of  the  progress  that  has  already  been  accomplished  at  District  of  Columbia 
General  Hospital  will  be  lost  and  the  deficiencies  and  problems  which  the  Depart- 
ment has  labored  to  eliminate  will  reoccur. 

Glenn  Dale  Hospital. — The  general  and  immediate  overall  effects  of  the  fur- 
loughing of  employees  at  Glenn  Dale  Hospital  are  twofold  : 

(1)  Reduction  of  services  to  patients  during  this  period  by — 

(a)  Reducing  patient  admissions  and  clinic  visits  to  a priority  basis, 
giving  precedence  to  emergency  cases  and  thus  denying  care  and  treatment 
to  people  who  require  and  deserve  medical  attention,  but  who  are  judged  not 
to  i*e  in  danger  of  immediate  and  irreparable  damage  if  deferred. 

(h)  Reducing  care  and  treatment  of  patients  already  in  the  hospital 
through  the  elimination  of  definitive  therapy  wherever  practicable  and  pro- 
viding treatment  on  an  emergency-priority  basis. 

(c)  Prematurely  discharging  patients  whose  recovery  is  not  entirely  com- 
plete but  whose  condition  medically  warrants  such  discharge  under  the 
prevailing  conditions. 

(2)  Retrogression  of  hospital  operations  and  plant  upkeep  through  the  neces- 
sity for  reducing  plant  operations,  maintenance,  repair,  housekeeping  and  related 
activities  to  an  emergency-priority  basis,  providing  the  minimum  and  absolutely 
essential  services  required  for  the  continued  operation  and  minimal  protection 
of  the  physical  plant. 

The  long  range  after  effects  of  these  reductions  are,  in  general,  to  create  a 
disservice  to  the  public  and  detrimental  effects  upon  the  public  welfare  through 
prolonging  illness  and  suffering  with  the  obvious  economical  impact,  and  to  delay 
programs  designed  to  contribute  to  improved  patient  care  and  better  and  more 
economical  operations.  These  after  effects  are  related  to  the  above  immediate 
effects  as  follows : 

(1)  The  reduction  of  patient  admissions  and  clinic  treatments  will  prolong 
the  illness  of  those  who  cannot  be  given  medical  attention  when  they  should 
receive  it.  This  means  not  only  a prolonged  total  illness  but  a prolonging  of 
the  period  of  hospitalization  for  some  and  for  others,  ultimate  hospitalization 
which  might  have  been  avoided  by  clinic  care  provided  expeditiously. 

(2)  The  reduction  of  care  and  treatment  of  patients  already  in  the  hospital 
to  an  emergency  or  semiemergency  basis  obviously  means  a lengthening  of  the 
total  illness  and  an  end  result  of  an  increased  cost  for  the  period  of  hospitaliza- 
tion and  a possible  increased  burden  on  the  public  purse  in  providing  for  the 
welfare  of  other  members  of  the  patient’s  family. 

(3)  The  premature  discharge  of  patients  not  only  may  possibly  result  in  re- 
hospitalization at  a future  date  but  will  undoubtedly  create  an  additional  bur- 
den on  the  public  purse  strings  due  to  the  fact  that  the  patient  is  discharged 
either  before  his  earning  capacity  is  restored  or  while  it  is  only  partially  so. 

C4)  The  reduction  in  plant  operations,  upkeep  and  the  like  not  only  by  de- 
ferral of  the  accomplishment  of  required  end  results,  but  the  accomplishment 
of  these  results  will  thus  be  necessarily  met  by  increased  future  costs. 

St.  Elizabeths  Hospital. — The  effect  of  the  decrease  of  funds  available  for 
payment  to  St.  Elizabeths  Hosnital  will  require  drastic  administrative  measures. 
The  Secretary  of  Health,  Education,  and  Welfare  has  stated  that  it  appears 
likely  that  in  addition  to  an  immediate  freeze  in  filling:  of  vacant  positions  at 
St.  Elizabeths  Hospital,  about  115  to  195  employees  will  have  to  be  placed  on 
leave  without  pay  for  2 months.  Equipment  and  inventory  replacements  will 
have  to  be  stopped  except  for  emergency  items,  supply  and  drug  issuance  will 
be  curtailed  and  dietary  standards  will  be  reduced.  He  feels  that  a furlough 
program  will  unquestionably  jeopardize  the  lives  of  patients  and  has  pointed 
out  that  a group  of  eminently  qualified  experts  have  conducted  a survey  of  the 
hospital  and  have  concluded  that  growth  staffing  deficiencies  already  exist. 
Emergency  measures  that  will  be  necessary  if  these  funds  are  not  restored  will 
constitute*  a major  setback  in  the  corrective  program  of  the  hospital. 
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Application  of  funds. — The  amount  of  $527,225  is  distributed  by  major  ac- 
tivity as  follows : 

Restoration  of  funds  and  request  for  amendment 


Public  Health $96,  05B 

District  of  Columbia  General  Hospital 150,  188 

Glenn  Dale  Hospital 47,  744 

St.  Elizabeths  Hospital 233,  240 

Total 527,  225 

This  amount  is  applied  as  follows : 

Personal  services 273,  966 

Contributions  for  civil  service  retirement  and  group  life  insurance 20,  019 

Other  related  costs 233,  240 

Total 527,  225 

Financial  analysis  by  object : 

Personal  services 273,  966 

Other  contractual  services 235,  402 

Grants,  contributions  and  subsidies 17,  857 

Total 527,  225 


JUSTIFICATION  OF  REQUEST 

Senator  Pastore.  And  now  we  will  hear  from  Dr.  Finucane. 

All  right,  Dr.  Finucane,  what  is  your  justification  for  the  request? 

Dr.  Finucane.  I would  like  to  divide  this  into  two  parts,  sir,  in  the 
discussion.  Approximately  $294,000  for  the  Department  of  Public 
Health  per  se,  and  $233,000  for  St.  Elizabeths  Hospital. 

Of  the  amount  of  $294,000  for  public  health,  I wish  to  say  that  when 
this  cut  became  apparent  we  explored  every  possible  means  of  saving 
moneys  out  of  other  objects  other  than  personal  services. 

At  the  present  time  we  are  saving  everything  that  we  possibly  can, 
jobs  have  been  frozen  and  to  that  point  I would  like  to  say  at  the 
present  time  we  have  164  vacancies  throughout  the  entire  depart- 
ment, including  the  two  hospitals.  This  is  exclusive  of  student  nurses. 

AVERAGE  RATE  OF  JOB  VACANCY 

I would  also  like  to  point  out  that  we  must  keep  an  average  of  147 
jobs  vacant  all  the  time  to  make  up  our  lapses  during  the  course  of 
the  year.  So  actually  at  the  present  time  we  have  17  jobs  vacant, 
the  savings  from  which  would  lie  applied  against  this  deficit,  only  17 
out  of  something  over  3,000  jobs  in  the  Department.  Our  funds 
other  than  personal  services  fall  in  various  categories  such  as  money 
for  equipment,  for  supplies  and  materials,  for  the  repairs  to  build- 
ings, and  of  these  moneys,  all  is  divided  and  apportioned  according  to 
the  quarters.  When  this  cut  became  imminent  we  had  part  of  the 
money  from  the  third  quarter  available  that  had  not  vet  been  ex- 
pended  and  all  the  money  from  the  fourth  quarter. 

CUTBACK  IN  REQUEST 

So  in  reviewing  this  available  money  we  would  have  to  cut  back, 
and  we  have  cut  back  to  the  limit  of  our  ability  to  what  we  think  is  a 
safe  minimum.  We  have  eliminated  all  improvement  programs  for 
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repairs.  We  have  eliminated  the  purchase  of  all  equipment  except 
absolutely  emergency  purchases. 

Senator  Pastore.  Doctor,  this  is  all  done  before  the  original  figure 
in  I lie  supplement  of  $1,879,700,  is  that  correct,  this  scrutiny  that  you 
speak  of  now  and  this  shaving  down  Tvas  all  done  before  the  action 
of  the  blouse  ? 

Dr.  Finucane.  No,  sir.  t 

Senator  Pastore.  You  mean  since  then. 

1 )r.  Finucane.  Since  then  because  the  money 

Senator  Pastore.  You  are  asking  for  full  restoration,  are  you  not? 

Dr.  Finucane.  Yes,  sir. 

Senator  Pastore.  You  are  asking  for  full  restoration  ? 

Dr.  Finucane.  Yes,  sir.  Maybe  I didn’t  understand  your  ques- 
tion, sir. 

Senator  Pastore.  I mean  this  very  tight  scrutiny  that  you  made  of 
eliminating  all  the  nonessentials  or  deferring  those  things  that  could 
be  deferred,  all  that  was  done  before  you  submitted  your  figure  in  the 
original  supplemental  bill  before  the  House  acted  upon  it? 

Dr.  Finucane.  Yes,  sir,  to  a reasonable  limit. 

Senator  Pastore.  That  is  right  ? 

Dr.  Finucane.  Now  we  are  cutting  below  that. 

Senator  Pastore.  Now  the  House  cut  you  below  that  ? 

Dr.  Finucane.  Yes,  sir. 

FULL  RESTORATION  REQUESTED 

Senator  Pastore.  That  is  the  point.  You  want  that  restored  in  its 
entirety  ? 

Dr.  Finucane.  Yes,  sir,  we  do. 

Senator  Pastore.  Now,  the  amount  as  I have  it  here  is  $469,925, 
is  that  correct  ? 

Dr.  Finucane.  Yes,  sir. 

Senator  Pastore.  What  is  that  mainly  for  ? Is  that  for  pay  raises  ? 

Dr.  Finucane.  That  is  for  pay  raises,  all  of  it,  sir. 

Senator  Pastore.  All  of  it  ? 

Dr.  Finucane.  Yes,  sir. 

Senator  Pastore.  In  other  words,  if  you  don’t  get  this  what  will 
happen  you  will  have  to  furlough  people  or  discharge  people  ? 

FUNDS  FOR  ST.  ELIZABETHS  HOSPITAL 

Dr.  Finucane.  You  are  using  the  total  amount  which  includes  the 
St.  Elizabeths  funds,  too  ? 

Senator  Pastore.  No,  I am  not.  I am  going  to  get  to  that  after- 
wards because  that,  is  submitted  here  as  a new  item. 

Dr.  Finucane.  Part  of  that  $469,925  that  you  are  mentioning  is  for 
St.  Elizabeths  also;  $174,000  of  that  is  St.  Elizabeths  money. 

Senator  Pastore.  In  the  original  supplemental  ? 

Dr.  Finucane.  That  is  right. 

Senator  Pastore.  That  is  all  for  pay  raises  ? 

Dr.  Finucane.  Yes,  sir. 

Senator  Pastore.  All  of  it  for  pay  raises  ? 

Dr.  Finucane.  All  of  it  for  pay  raises. 

Senator  Pastore.  All  of  it  ? 
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EFFECT  OF  HOUSE  REDUCTION 

Dr.  Finucane.  Yes,  sir.  I would  like  to  point  out  that  just  losing 
the  money  that  applies  to  the  Department  of  Public  Health,  exclusive 
of  St.  Elizabeths  Hospital,  approximately  $294,000  if  we  do  not  get 
this,  it  means  that  every  employee  of  the  Department,  3,000  of  them, 
will  have  to  take  3 days  furlough.  We  have  decided  that  it  would  be 
better  to  spread  the  furloughs  out  over  the  large  group  rather  than 
to  concentrate  on  a smaller  number  or  discharge  them. 

Senator  Pastore.  When  would  that  program  become  effective  if 
that  was  the  case  ? 

Dr.  Finucane.  The  last  three  pay  periods  of  the  current  fiscal  year, 
sir,  starting  May  17.  That  does  not  seem  to  be  very  many  employees, 
but  I would  like  to  also  point  out  that  that  means  300  people  are  off 
every  day  on  furlough,  during  that  entire  period  of  the  three  pay 
periods,  or  6 weeks. 

Senator  Pastore.  Essentially  this  is  to  pay  the  bill  that  was  decreed 
by  the  Congress  when  they  raised  the  pay  last  year  ? 

Dr.  Finucane.  Yes,  sir,  that  is  correct. 

Senator  Pastore.  If  you  are  not  granted  this  money  you  will  have 
to  lay  off  people  or  furlough  people  in  order  to  do  the  work  that  they 
were  usually  doing  ? 

Dr.  Finucane.  That  is  correct,  sir.  If  the  total  amount,  including 
that  for  St.  Elizabeths,  is  not  allowed  we  will  then  be  faced  with 
furloughing  all  of  our  people  for  7%  days  rather  than  3 days. 

Senator  Pastore.  That  is  a new  item,  that  is  coming  in. 

Dr.  Finucane.  $57,300  of  it  is  new,  sir. 

Senator  Pastore.  $57,300. 

Dr.  Finucane.  Yes,  sir. 

Senator  Pastore.  Why  wasn’t  that  submitted  before  ? 

Dr.  Finucane.  That  is  the  second  wage  board  increase. 

Senator  Ellender.  That  is  what  I was  going  to  ask. 

Dr.  Finucane.  I don’t  know. 

Mr.  Lowe.  Mr.  Chairman,  that  is  wage  board. 

Senator  Pastore.  We  want  an  explanation  of  it.  That  is  retro- 
active to  January  11, 1959. 

Mr.  Lowe.  This  item  is  put  in  our  budget  at  the  request  of  St. 
Elizabeths  Hospital  and  we  don’t  know  exactly  why  it  came  up  this 
late.  But  apparently  they  had  a little  difficulty  determining  the 
total  cost  to  be  applied  to  the  District. 

Senator  Pastore.  We  have  a letter  from  the  Secretary  of  Health, 
Education,  and  Welfare;  it  is  sent  to  the  chairman  and  it  is  signed 
by  Mr.  Kieffer  on  behalf  of  Mr.  Flemming,  Secretary.  I think  it 
ought  to  be  made  part  of  the  record  at  this  point. 

(The  information  referred  to  follows :) 

The  Secretary  of  Health,  Education,  and  Welfare, 

Washington,  D.C.,  April  1,  1959. 

John  O.  Pastore, 

Chairman,  Subcommittee  on  the  District  of  Columbia,  C ommittee  on  Appropria- 
tions, U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman  : Due  to  your  interest  in  the  financial  affairs  of  the 
District  of  Columbia  as  chairman  of  the  Subcommittee  on  District  of  Columbia 
Appropriations,  I would  like  to  bring  the  following  matter  to  your  attention, 
regarding  the  second  supplemental  appropriation  bill,  1959. 
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The  amount  requested  in  the  supplemental  submission  to  the  House  for  the 
Department  of  Public  Health  of  the  District  of  Columbia  was  $1,879,000.  The 
action  of  the  House  reduced  this  estimate  by  $469,925  to  $1,409,775.  Included 
in  this  25  percent  reduction  is  a decrease  of  $175,000  in  reimbursements  to  St. 
Elizabeths  Hospital  for  care  of  District  of  Columbia  patients.  The  effect  of 
this  decrease  is  that  the  District  government  will  incur  a deficit  in  this  amount 
for  payments  due  the  hospital  for  the  care  of  District  of  Columbia  patients. 

This  substantial  reduction,  coming  as  it  does  late  in  the  fiscal  year,  will 
require  drastic  administrative  measures  on  the  part  of  the  hospital.  Emergency 
plans  have  not  yet  been  completed.  However,  it  appears  likely  that  in  addition 
to  our  immediate  freeze  in  filling  vacant  positions,  about  115  to  195  employees 
will  have  to  be  placed  on  leave  without  pay  for  2 months,  equipment  and  inven- 
tory replacements  will  have  to  be  stopped,  except  for  emergency  items,  supply 
and  drug  issuances  will  be  curtailed,  and  dietary  standards  will  be  reduced. 

The  effect  of  these  drastic  measures  on  patient  and  employee  morale  are  of 
obvious  seriousness.  Of  even  greater  concern  is  the  deleterious  effects  which  are 
bound  to  result  in  the  care  of  the  7,000  mental  patients  in  the  hospital.  Indeed, 
the  furlough  program  will  unquestionably  jeopardize  the  lives  of  patients.  A 
group  of  eminently  qualified  outside  experts  has  conducted  a survey  of  the  hos- 
pital and  has  concluded  that  gross  staffing  deficiencies  exist.  We  are  attempting 
to  correct  this  situation  through  normal  budget  processes.  The  emergency 
measures  described  above  will  constitute  a major  setback  in  this  corrective  pro- 


gram. 

I hope  that  you  will  bear  in  mind  the  seriousness  of  this  situation  when  the 
supplemental  bill  is  considered  by  the  Senate  Committee  on  Appropriations. 
Sincerely  yours, 

Arthur  S.  Flemmivg, 

Secretary.. 


By  J.  Kieffer, 

Assistant  to  the  Secretary. 


Approved  in  draft  by  the  Secretary. 


WAGE  BOARD  IXCREASES 

Senator  Ellender.  I wonder  if  you  could  tell  us  the  amount  that 
you  are  asking  restoration,  the  full  $400,000  for  wage  increases,  how 
much  of  that  was  due  to  wage  board  action  instead  of  congressional 
fiat? 

Dr.  Finucane.  Yes,  sir.  I can  tell  you  in  just  a moment. 

Senator  Ellender.  If  you  do  not  have  it 

Dr.  Finucane.  I have  it  here,  sir:  $79,000  is  wage  board  increases 
for  the  District  of  Columbia  government  and  $57,300  for  wage  board 
increases  for  St.  Elizabeths  Hospital. 

Senator  Ellender.  That  was 

Dr.  Finucane.  That  is  the  new  item,  the  $57,300. 

Senator  Ellender.  That  was  done  within  the  last  few  months? 

Dr.  Finucane.  Yes,  sir. 

Senator  Ellender.  I mean  the  wage  board  increases. 

Dr.  Finucane.  The  wage  board  increases  in  January,  I believe  it 
was,  sir,  January  1959. 

Senator  Ellender.  How  often  are  you  confronted  with  such  wage 
board  increases  ? Are  you  notified  ? Are  you  called  in,  too  ? 

Dr.  Finucane.  No,  sir.  They  come  at  irregular  periods  of  time 
and  do  not  affect  all  of  the  wage  board  employees  at  any  one  par- 
ticular time.  Various  categories  of  wage  board  employees  are  con- 
sidered as  a group  and  the  review  of  that  is  based  on  the  information 
of  what  is  happening  in  the  city  and  in  the  surrounding  communities. 
So  they  come  at  irregular  periods. 

Senator  Ellender.  Is  anybody  agitating  to  get  the  wage  board  to 
act? 
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Dr.  Finucane.  I am  sure  that  requests  are  referred  to  the  wage 
board  from  time  to  time  but  they  review  it  very  carefully  and  make 
a study  of  it.  I think  they  use  their  very  best  judgment  in  determin- 
ing whether  an  increase  should  be  approved  or  not. 

Senator  Ellexder.  Much  of  the  money  requested  in  this  supple- 
mental bill  has  been  due  to  increases  caused  by  wage  board  action. 

Dr.  Finucane.  Yes,  sir. 

Senator  Ellender.  And  it  comes  unannounced  ? 

Dr.  Finucane.  Yes,  sir. 

Senator  Ellender.  So  that  you  folks  are  not  even  told  of  what  may 
happen  ? 

Dr.  Finucane.  That  is  correct. 

Senator  Ellender.  Until  it  actually  happens  ? 

Dr.  Finucane.  That  is  correct. 

Mr.  Lowe.  Senator,  my  name  is  Lowe,  with  the  District  govern- 
ment. What  happens  on  these  wage  boards  is  that  when  it  is  found 
that  the  prevailing  rate  of  wages  paid  by  private  employers  has  gone 
up,  then  the  wage  board  initiates  a survey.  Once  they  start  a survey 
statute  requires  that  any  wage  increase  approved  go  into  effect  4’5 
working  days  after  the  commencement  of  the  survey.  So  it  is  largely 
uncontrollable  and  you  never  know  precisely  in  advance  what  will 
come  out  of  it. 

Senator  Pastore.  Just  don't  do  it. 

We  have  a rollcall  that  is  on  now  and  we  are  trving  to  determine  if 
we  should  come  back  and  finish  this  evening,  if  some  of  these  interested 
witnesses  are  not  going  to  take  too,  too  long.  How  many  citizen 
witnesses  do  we  have  in  the  room  ? 

I will  return  immediately  after  this  vote  is  cast,  if  vou  don't  mind. 
TTe  would  like  to  finish  it  tonight.  I hope  the  witnesses  will  put  their 
statements  in  the  record  and  condense  their  statements. 

( Brief  intermission. ) 

Senator  Pastore.  I think  we  are  nearly  through  with  the  item  now 
on  public  health. 

Is  there  anvthing  further  vou  would  like  to  add  ? 

*/  CD  %J 

CURTAILMENT  OF  SERVICES 

Dr.  Finucane.  Yes,  sir.  I won't  take  the  time,  if  you  think  best, 
but  I thought  I would  explain  some  of  the  problems  that  would  arise 
as  a result  of  these  furloughs. 

Senator  Pastore.  Yes,  I would  like  to  have  that. 

Dr.  Finucane.  Because  this  is  going  to  be  spread  throughout  the 
entire  Department  within  the  public  health  unit  per  se,  exclusive  of 
the  hospitals  there  will  be  delays  in  seeing  patients  in  all  the  clinics. 
In  our  well  baby  clinic  for  example ; we  will  have  to  delay  the  immuni- 
zations in  those  clinics  for  many  of  these  children.  It  is  estimated  that 
about  1.500  of  them  will  have  to  be  postponed  anywhere  from  2 months 
to  6 months  before  they  will  be  able  to  get  their  inoculations,  and  that 
includes  polio  vaccine  as  well  as  diphtheria  and  other  inoculations. 
This  will  also  be  true  in  the  other  clinics  of  the  department,  as  venereal 
disease,  TB,  and  all  of  the  other  diagnostic  services.  Within  the 
hospitals  we  will  have  a very  bad  situation.  At  Glenn  Dale  Hospital 
they  were  cut  3 years  ago  8100,000  because  of  the  decreased  patient 
census.  Because  of  the  increased  emphasis  on  casefinding  of  tubercu- 
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lo>is  fbeir  census  has  gone  up  to  approximately  what  it  was  before  the 
$100,000  cut.  The  House  has  recognized  this  in  the  1960  budget  and 
has  recommended  or  approved  the  appropriation  of  the  money.  If  we 
do  not  get  this  we  are  going  to  have  to  cut  back  because  this  is  going 
t o carry  over  not  only  this  year  but  into  next  year  and  we  are  going  to 
have  to  reduce. that  patient  census  by  at  least  50  patients  and  reduce 
personnel  or  fail  to  fill  the  available  jobs. 

EFFECT  ON  DISTRICT  OF  COLUMBIA  GENERAL  HOSPITAL 

So  far  as  District  of  Columbia  General  is  concerned,  we  will  have 
quite  a problem  throughout  the  hospital  because  of  disruption  of  all 
services,  laboratory,  X-ray,  surgical,  and  everything  else.  There  will 
he  delays  in  diagnosis  of  patients,  it  could  even  be  that  patients  may 
suffer  fatal  consequences  as  a result  of  delays  because  many  emer- 
gencies are  admitted  there.  If  we  are  unabie  to  take  X-rays  or  do 
laboratory  procedures  immediately  and  have  to  wait  24  or  48  hours 
to  get  the  reports,  dire  consequences  could  result  for  the  patients.  How 
are  we  going  to  handle  it?  We  can’t  turn  away  emergencies.  We 
won’t  be  able  to  give  as  much  attention  to  the  patients  on  the  ward 
and  discharge  them  perhaps  as  early  as  they  should  be  discharged 
because  of  the  unavailability  of  personnel.  We  will  have  worse 
crowding  than  we  have  ever  had  because  we  will  have  to  take  in  the 
new  patients  and  we  won’t  be  able  to  discharge  the  old  ones.  It  is 
going  to  create  a serious  problem. 

STAFFING  OF  HOSPITALS 

Senator  Pastore.  What  is  the  normal  situation  in  District  of  Co- 
lumbia hospitals,  Doctor?  Are  they  adequately  staffed,  overstaffed, 
or  understaffed  ? 

Dr.  Finucane.  In  the  current  year  Glenn  Dale  is  not  adequately 
staffed  because  of  the  fact  that  there  has  been  a marked  increase  in  the 
number  of  admissions.  They  have  had  the  largest  number  of  admis- 
sions during  the  past  12  months  that  they  ever  had  in  their  history. 
I have  Dr.  Wise  here  if  you  would  like  to  have  him  speak  about  Glenn 
Dale. 

Senator  Pastore.  I mean  just  as  a general  observation,  that  is  all. 
There  seems  to  be  a school  of  thought  that  feels  that  if  you  cut  these 
budgets  by  10  percent  that  adjustment  can  be  made  whereby  the  ef- 
ficiency of  a department,  agency,  or  hospital,  whatever  it  happens  to 
be,  can  be  maintained  at  a normal  keel  and  that  somehow  the  admin- 
istrators will  have  some  way  of  absorbing  the  cut. 

ADEQUACY  OF  STAFF  AND  SALARIES 

Now  I would  like  to  get  this  in  the  record.  As  a rule  what  is  the 
situation  in  these  hospitals  ? Back  home  where  I was  Governor  of  my 
State  I found  that  in  most  instances  many  times  it  was  hard  to  get 
qualified  personnel  in  many  of  them. 

Dr.  Finucane.  It  is,  sir. 

Senator  Pastore.  Then,  of  course,  the  question  arose  as  to  the 
amount  of  pay.  That  was  always  a problem — then,  even. 
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Dr.  Finucane.  Still  is,  sir. 

Senator  Pastore.  And  if  you  paid  adequately  the  question  was 
sometimes  you  couldn’t  bring  the  personnel  up  to  full  contingent  be- 
cause you  could  not  get  the  people  who  were  available  for  that 
type  of  work.  What  is  the  condition  here,  generally  ? 

Dr.  Finucane.  We  have  all  the  problems  that  you  have  men- 
tioned. I would  say  that  Glenn  Dale  Hospital  preceding  this  year, 
so  far  as  allowed  jobs  in  the  budget  are  concerned,  it  has  been  ade- 
quately staffed.  If  this  restoration  goes  through  and  the  increase 
as  recommended  by  the  House  is  approved  finally,  so  far  as  budget 
alloAvances  are  concerned  Glenn  Dale  will  have  an  adequate  number 
of  personnel  to  take  care  of  the  needs  of  the  hospital,  not  anything 
in  excess  but  an  absolute  minimum  number,  but  adequate.  They  will 
still  have  their  problems  in  recruitment,  particularly  so  far  as  physi- 
cians and  technical  help  are  concerned. 

HOSPITAL  LONG  UNDERSTAFFED 

So  far  as  District  of  Columbia  General  Hospital  is  concerned,  I 
think  we  have  an  entirely  different  situation  because  for  years  District 
of  Columbia  General  has  been  understaffed  in  all  areas  of  the  hospital, 
and  I think  this  has  been  recognized  very  clearly  by  the  Congress. 
Both  the  House  and  Senate  for  the  past  2 years  have  given  us  very 
liberal  increases  in  the  number  of  personnel  and  in  other  funds  for 
other  purposes  such  as  drugs,  equipment,  repairs,  and  so  forth.  How- 
ever, we  still  have  not  gotten  District  of  Columbia  General  up  to  an 
adequate  number  of  employees.  We  still  have  problems  of  recruit- 
ment at  the  hospital. 

attitude  on  wage  board  increases 

Senator  Pastore.  On  this  question  of  wage  board  increases,  do 
you  have  an  alternative  to  reject  the  recommendation  or  must  you  of 
necessity  accept  it  once  it  is  made  ? 

Dr.  Finucane.  No,  we  have  to  accept  it.  Is  that  not  correct,  Mr. 
Lowe  ? 

Mr.  Fowler.  You  have  to  accept  it  when  the  Commissioners  ap- 
prove them,  yes. 

Mr.  Lowe.  Are  you  addressing  that  just  to  the  Health  Department, 
sir  ? 

Senator  Pastore.  I am  addressing  this  generally.  I mean  the  ques- 
tion has  been  raised  here  time  and  time  again  this  afternoon  about 
these  wage  board  increases. 

Mr.  Lowe.  Mr.  Chairman,  the  acts  that  govern  this  matter  are  two 
basic  ones.  First,  the  Federal  Government  and  the  District  govern- 
ment are  required  to  pay  what  is  called  the  prevailing  wage  to  this 
category  of  worker.  So  when  a wage  recommendation  is  made  that 
is  in  conformance  with  the  prevailing  for  private  employment  then 
there  is  a requirement  that  the  Commissioners  or  the  F ederal  depart- 
ments, as  the  case  may  be,  adopt  it. 

Secondly,  and  more  recently  was  the  act  passed  just  last  year  that 
prevented  indefinite  deferral.  Any  wage  increase  that  is  agreed 
upon  has  to  go  into  effect  within  45  working  days  from  the  date  the 
wage  survey  began. 
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There  is  still  a third  provision  that  authorizes  the  incurring  of 
deficiencies  in  connection  with  wage  board  salary  increases  just  as 
there  is  in  connection  with  their  classified  increase. 

Senator  Pastore.  When  these  recommendations  were  made  you  had 
very  little  choice? 

Mr.  Lowe.  Practically  speaking,  there  is  no  choice. 

Senator  Pastore.  I thought  the  record  ought  to  indicate  that  be- 
cause it  was  almost  implied  here  this  afternoon  that  you  could  take 
it  or  leave  it. 

Mr.  Lowe.  No,  sir. 

Mr.  Karrick.  No,  sir ; not  in  the  District  of  Columbia. 

1 )r.  F iNUCANE.  May  I make  one  more  comment,  sir  ? 

Senator  Pastore.  It  might  be  well  to  file  in  the  record  an  abstract 
of  the  law,  excerpt  of  the  law. 

Mr.  Lowe.  We  will. 

Senator  Pastore.  That  pertains  to  the  subject  at  hand. 

Mr.  Lowe.  We  will  do  that. 

Senator  Pastore.  Yes. 

( The  information  requested  follows :) 

Legal  Authority  for  Wage  Board  Pay  Setting  Concept 

INTRODUCTION 

The  District  of  Columbia  government  employs  approximately  6,000  wage  board 
employees  comprising  approximately  25  percent  of  the  total  District  government 
work  force. 

In  administering  its  wage  board  program,  the  District  is  primarily  guided  by 
three  public  laws — Public  Law  429,  81st  Congress  (Classification  Act  of  1949, 
as  amended)  ; Public  Law  85-48,  85th  Congress;  and  Public  Law  85-872,  85th 
Congress. 

Public  Law  1^29,  81st  Congress. — Section  202(7)  of  the  Classification  Act  of 
1949,  as  amended,  provides  the  basic  legal  authority  for  the  setting  of  rates  of 
pay  for  wage  board  employees  on  a “prevailing”  rate  concept.  This  law  author- 
izes “ that  compensation  of  such  employees  shall  be  fixed  and  adjusted  from  time 
to  time  as  nearly  as  is  consistent  with  the  public  interest  in  accordance  with 
prevailing  rates”  (italics  added). 

Public  Law  85-J{8,  85th  Congress. — Section  210  of  Public  Law  85-48,  85th 
Congress,  gives  authority  to  the  District  and  Federal  Governments  to  reap- 
portion funds  if  necessary  for  the  payment  of  wage  board  pay  increases.  Section 
210  states  “hereafter  any  appropriation  required  to  be  apportioned  pursuant  to 
section  3679  of  the  Revised  Statutes,  as  amended,  may  be  apportioned  on  a basis 
indicating  the  need  for  a supplemental  or  deficiency  estimate  of  appropriation 
to  the  extent  necessary  to  permit  payment  of  such  pay  increases  as  may  be 
granted  those  employees  (commonly  known  as  wage  board  employees)  whose 
compensation  is  fixed  and  adjusted  from  time  to  time  in  accordance  with  pre- 
vailing rates  (5U.S.C.  1082(7).” 

Public  Lain  85-872,  85th  Congress. — Recent  legislative  action  (September 
1958)  requires  that  newly  approved  increases  must  be  placed  into  effect  by 
agencies  which  participate  in  wage  surveys  no  later  than  the  beginning  of  the 
first  pay  period  after  the  45th  workday  following  the  date  on  which  such  wage 
surveys  wrnre  ordered.  This,  thereby,  decreases  any  lag  between  the  survey 
order  date  and  the  effective  date  for  the  new  rates.  A copy  of  this  law  is 
attached. 

CONCLUSION 

Although  the  District  of  Columbia  Board  of  Commissioners  has  the  authority 
to  administer  the  District’s  Wage  Board  program,  the  intent  of  the  law  is  vir- 
tually a legal  mandate  to  conduct  wage  surveys  and  place  any  wage  changes  into 
effoct  within  a prescribed  period  of  time. 

Every  effort  has  been  made  by  the  District  of  Columbia  government  to  develop 
its  wage  board  pay  system  within  the  spirit  and  intent  of  law. 
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Public  Law  85-872 
85th  Congress,  S.  25 
September  2,  1958 

AN  ACT  Relating  to  effective  dates  of  increases  in  compensation  grantedJ  to  wage  board 

employees. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That  each  increase  in  rates  of  basic  compen- 
sation granted,  pursuant  to  a wage  survey,  to  employees  of  the  Federal  Govern- 
ment or  of  the  municipal  government  of  the  District  of  Columbia  whose  com- 
pensation is  fixed  and  adjusted  from  time  to  time  as  nearly  as  is  consistent  with 
the  public  interest  in  accordance  with  prevailing  rates  under  authority  of  section 
202  (7)  of  the  Classification  Act  of  1949  (5  U.S.C.  1082  (7) ) or  section  7474  of 
title  10  of  the  United  States  Code  shall  become  effective,  as  follows  : 

(1)  if  the  wage  survey  is  conducted  by  a department  or  agency  (either 
alone  or  with  one  or  more  other  departments  or  agencies)  with  respect  to  its 
own  employees,  such  increase  shall  become  effective  for  such  employees  not 
later  than  the  first  day  of  the  first  pay  period  which  begins  on  or  after  the 
forty-fifth  day,  excluding  Saturdays  and  Sundays,  following  the  date  on 
which  such  wage  survey  was  ordered  to  be  made  ; and 

(2)  if  the  wage  survey  is  conducted  by  a department  or  agency  (either 
alone  or  with  one  or  more  other  departments  or  agencies)  and  is  utilized 
by  any  department  or  agency  which  did  not  conduct  such  wage  survey,  such 
increase  shall  become  effective,  for  the  employees  of  the  department  or 
agency  utilizing  such  wage  survey,  not  later  than  the  first  day  of 
the  first  pay  period  which  begins  on  or  after  the  twentieth  day,  excluding 
Saturdays  and  Sundays,  following  the  date  on  which  the  department  or 
agency  utilizing  such  wage  survey  receives  the  data  collected  in  such 
wage  survey  and  necessary  for  the  granting  of  such  increase. 

Sec.  2.  (a)  Retroactive  compensation  shall  be  paid,  by  reason  of  any  increase 
in  rates  of  basic  compensation  referred  to  in  the  first  section  of  this  Act,  only 
in  the  case  of  an  individual  in  the  service  of  the  United  States  (including  service 
in  the  Armed  Forces  of  the  United  States)  or  the  municipal  government  of  the 
District  of  Columbia  on  the  date  of  issuance  of  the  order  granting  such  increase, 
except  that  such  retroactive  compensation  shall  be  payable — 

(1)  to  an  employee  who  retired  during  the  period  beginning  on  the  effec- 
tive date  of  the  increase  in  rates  of  basic  compensation  and  ending  on  the 
date  of  issuance  of  the  order  granting  such  increase,  for  services  rendered 
during  such  period,  and 

(2)  in  accordance  with  the  provisions  of  the  Act  of  August  3,  1950  (Public 
Law  636,  Eighty-first  Congress) , as  amended  (5  U.  S.  C.  61f-61k) , for  services 
rendered  during  the  period  described  in  paragraph  (1)  of  this  subsection, 
by  an  employee  who  dies  during  such  period. 

(b)  Such  retroactive  compensation  shall  not  be  considered  as  basic  salary  for 
the  purposes  of  the  Civil  Service  Retirement  Act  in  the  case  of  any  such  retired 
or  deceased  employee. 

(c)  For  the  purposes  of  this  section,  service  in  the  Armed  Forces  of  the  United 
States,  in  the  case  of  an  individual  relieved  from  training  and  service  in  the 
Armed  Forces  of  the  United  States  or  discharged  from  hospitalization  following 
such  training  and  service,  shall  include  the  period  provided  by  law  for  the 
mandatory  restoration  of  such  individual  to  a position  in  or  under  the  Federal 
Government  or  the  municipal  government  of  thie  District  of  Columbia. 

Sec.  3.  For  the  purpose  of  determining  the  amount  of  insurance  for  which  an 
individual  is  eligible  under  the  Federal  Employees’  Group  Life  Insurance  Act  of 
1954  (5  U.  S.  C.  2091-2103),  each  increase  in  rates  of  basic  compensation  referred 
to  in  the  first  section  of  this  Act  shall  be  held  and  considered  to  be  effective  as 
of  the  date  of  issuance  of  the  order  granting  such  increase  or  as  of  the  effective 
date  of  such  increase  if  such  effective  date  occurs  later. 

Sec.  4.  The  foreging  sections  of  this  Act  shall  not  apply  to  any  increase  in 
rates  of  basic  compensation  granted  pursuant  to  any  wage  survey  described  in 
paragraph  (1)  or  paragraph  (2)  of  the  first  section  of  this  Act  and  which  was 
ordered,  prior  to  September  1,  1958.  to  be  made. 

Approved  September  2. 1958. 
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OUTBREAK  OF  FOOD  POISONING 

Dr.  Finucane.  When  all  the  personnel  are  working,  when  you  are 
no!  involved  in  furloughs  and  when  things  are  going  along  smoothly, 
the  public  does  not  give  much  thought  to  the  hospitals  or  the  func- 
t ions  of  I he  Department  of  Public  Health.  But  as  an  example  today 
I received  a call  about  9 : 30  this  morning  of  a food  poisoning  out- 
break that  had  occurred  amongst  the  people  coming  to  the  conference 
over  at  the  National  Guard  Armory  where  they  have  some  5,000 
people  in  attendance  at  a labor  conference.  One  of  the  trainloads  of 
people  coming  in  that  arrived  early  this  morning  developed  some 
form  of  food  poisoning  on  their  train  trip  in  and  they  were  taken 
ill  at  the  armory,  and  the  personnel  at  the  armory  were  unable  to 
handle  the  emergency.  We  had  to  send  doctors  and  nurses  to  help. 
We  treated  well  over  150  patients  by  the  time  I had  left  there  at  ap- 
proximately 12:30  and  of  those  patients,  31  of  them  had  to  be  hos- 
pitalized and  30  of  those  were  hospitalized  at  District  of  Columbia 
General.  A completely  unexpected  emergency  that  was  thrown  upon 
the  hospital  and  upon  the  Department.  Those  things  occur  and  if 
we  had  300  people  off  on  furlough  we  would  not  have  been  able  to 
handle  the  situation. 

BUDGET  PREPARATION 

Senator  Pastore.  I have  not  had  this  responsibility  too  long  but 
I have  been  impressed  with  the  refinement  and  scrutiny  with  which 
these  budgets  are  compared  in  the  District  of  Columbia.  Unlike  other 
municipalities  where  they  are  subject  to  pressure  groups,  because  of 
the  vote,  sometimes  an  advantage  and  sometimes  a disadvantage.  I 
think  it  would  be  a great  advantage  if  they  did  have  the  right  to  vote 
here  in  the  community,  I am  not  arguing  against  that,  but  surely 
enough  these  figures  have  been  submitted  to  the  Budget  Bureau 
and  then  the  Commissioners  have  to  scrutinize  them  and  they  go  be- 
fore a House  committee  and  Senate  committee  and  my  experience  has 
been  here  that  the  budget  is  pretty  well  prepared  and  finally  scrutin- 
ized before  it  gets  here.  Here  and  there,  I suppose,  a gigantic  ap- 
propriation that  we  have  in  the  District  that  goes  over  pretty  close 
to  $250  million,  I suppose  you  would  find  a little  fat  here  and  waste 
here.  But  as  a rule  by  comparison  I see  a marvelous  and  splendid 
job  being  done  by  people  in  responsibility  preparing  their  budgets 
and  submitting  them  to  the  committee  and  I have  been  very,  very 
much  impressed,  very  much  impressed. 

SAINT  ELIZABETHS  HOSPITAL 

Dr.  Finucane.  I have  not  addressed  my  remarks  to  what  may  be 
the  consequence  to  St.  Elizabeths  Hospital  if  this  increase  for  St. 
Elizabeths  does  not  go  through. 

Senator  Pastore.  I would  like  to  get  that  in  the  record  because  we 
have  an  item  here  that  pertains  to  them  of  $57,300. 

Dr.  Finucane.  There  are  two  representatives  here.  Mr.  Hall,  from 
St.  Elizabeths,  and  Mr.  Leighy,  from  HEW. 

Senator  Pastore.  Could  you  give  us  a quick  observation  what  would 
result  if  you  didn’t  get  your  $57,300  ? 

Mr.  Hall.  I am  Mr.  Hall,  from  St.  Elizabeths. 

If  we  were  not  to  receive  the  funds  the  District  is  requesting,  we 
too  would  have  to  furlough  employees  in  large  numbers.  We  esti- 
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mate  that  after  making  savings  by  deferring  essential  equipment 
and  supply  purchases  we  would  still  have  to  resort  to  furloughs  of 
approximately  1,680  employees  for  about  3 days,  in  order  to  reduce 
our  obligations  and  expenditures  by  the  amount  of  $232,000  spending 
in  this  District  supplemental. 

Senator  Pastore.  $232,000  ? 

Mr.  Hall.  That  is  the  sum. 

Senator  Pastore.  All  right.  I think  we  have  heard  enough  on  the 
item  for  Public  Health. 

Dr.  Finucane.  Thank  you,  sir. 

Mr.  Fowler.  Department  of  Highways,  Mr.  Aitken. 

Department  of  Highways  and  Traffic 

STATEMENTS  OE  H.  L.  AITKEN,  DIRECTOR,  AND  WILLIAM  LISSEK, 

ADMINISTRATIVE  OFFICER 

Restoration  Requested 

Senator  Pastore.  The  next  item  relates  to  the  Department  of  High- 
ways and  Traffic.  The  supplemental  estimate  was  $346,000  for  pay 
cost  increases  and  the  House  allowed  $259,500,  a reduction  of  $86,500. 
The  Commissioners  ask  that  $20,000  of  the  House  cut  be  restored  to 
the  bill,  to  cover  pay  increase  costs  and  avoid  furloughs  of  personnel. 
The  amendment  and  justification  will  be  filed  in  the  record. 

(The  information  referred  to  follows :) 


Operating  Expenses 

Appropriation,  1958 $7,  050,  000 

Appropriation,  1959 7,  907,  000 

Supplemental  estimate,  1959 346,  000 

House  allowance,  supplemental  1959  (reduction  of  $86,500) 259,500 


amendment  requested 

Page  35,  line  16,  after  “Department  of  Highways”,  strike  out  “$259,500,  which 
shall  be  payable  from  the  highway  fund”,  and  insert  in  lieu  thereof  “$279,500 
of  which  $259,500  shall  be  payable  from  the  highway  fund;”  or  an  increase  of 
$20,000  in  the  appropriation  payable  from  the  General  Fund. 

JUSTIFICATION 

The  increase  requested  is  as  follows  : 

An  increase  of  $20,000  is  required  to  cover  mandatory  pay  increases  for  the 
remainder  of  the  1959  fiscal  year.  Failure  to  receive  this  increase  would  result 
in  a furlough  of  9.5  days  each  for  114  employees  between  now  and  June  30,  1959, 
which  is  equivalent  to  1,083  man-days.  However,  it  should  be  pointed  out  that 
any  increase  or  decrease  in  estimated  reimbursements  will  affect  this  schedule. 

Furloughs  would  affect  the  following  services  : 

Operation  of  the  National  8-6000  switchboard. 

Maintenance  of  police  and  fire  communication  systems. 

Inspection  of  street  lighting  systems. 

Maintenance  of  mobile  radios  for  all  departments  other  than  Police  and 
Fire. 

Operation  of  pool  car  service  for  use  of  the  entire  District  Government. 

Furlough  of  employees  in  the  above  categories  would  result  in  curtailment  of 
services  which  benefit  the  entire  District  Government  as  well  as  the  general 
public.  For  example,  the  NAtional  8-6000  switchboard  is  already  operating 
under  a handicap.  The  present  number  of  operators  is  not  sufficient  to  handle 
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all  incoming  calls  promptly.  The  House  has  recognized  this  fact  in  authorizing 
three  additional  telephone  operators  for  the  fiscal  year  1960.  Any  curtailment  of 
telephone  operators  would  further  reduce  service  and  make  it  more  difficult  to 
contact  the  District  Government  by  telephone. 

The  granting  of  a restoration  in  the  amount  of  $20,000  would  constitute  a cut 
of  60  percent  in  our  original  supplemental  request  for  the  general  fund  in  con- 
trast to  the  100  percent  cut  by  the  House. 


Increased 

cost 

General  fund 

Application  of  funds: 

Pay  Act  increases: 

Activity  3.  Construction  and  maintenance 

SI,  500 
18,  500 

$1,  500 
18,  500 

Activity  4.  Traffic  engineering  and  oneration.. __ 

Total  

20,000 

20, 000 

Financial  analysis: 

Object: 

Personal  services 

20, 000 

20,000 

TWO-PART  REDUCTION 


Senator  Pastore.  All  right,  Mr.  Aitken,  give  us  your  brief  explana- 
tion of  the  item. 

Mr.  Aitken.  The  reduction  of  $86,500  is  divided  into  two  parts. 
Approximately  $36,000  is  related  to  the  highway  fund  and  Mr.  Chair- 
man, we  can  absorb  that  in  our  highway  operation.  Approximately 
$50,500  is  related  to  the  electrical  division.  We  think  we  can  absorb 
approximately  60  percent  of  that,  but  we  are  asking  for  the  $20,000. 

Senator  Pastore.  Is  the  $20,000  for  pay  cost  estimates  ? 


Mr.  Aitken.  Sir? 

Senator  Pastore.  Is  the  $20,000  for  the  increase  in  pay  cost  ? 
Mr.  Aitken.  Yes,  sir;  the  $20,000  is  for  increased  pay  cost. 
Senator  Pastore.  What  would  happen  if  you  didn’t  get  it? 


EFFECTS  OF  LOSS  OF  FUNDS 


Mr.  Aitken.  On  the  basis  of  our  best  estimates,  Mr.  Chairman, 
we  would  have  to  furlough  people  or  affect  certain  things  we  have 
to  do,  and  o^her  things  we  ought  to  do.  In  part,  we  have  to  light 
the  lights  in  the  District  for  the  rest  of  the  fiscal  year  and  that  charge 
is  running  somewhat  above  our  estimates.  In  addition,  we  have  re- 
ceived very  favorable  bids  for  some  lamp  posts  and  other  supplies. 
In  fact,  the  bids  on  the  lamp  posts  are  approximately  20  percent 
below  the  estimates.  The  bids  on  some  of  the  street  designation  signs 
also  are  below  the  estimates.  So  we  have  tabled  these  bids  or  rather 
we  have  asked  the  low  bidder  to  table  them  and  hold  them  until  the 
first  of  the  fiscal  year.  We  don’t  know  that  he  will.  In  addition, 
we  have  some  contingencies  in  this  program. 

Senator  Pastore.  You  said  this  was  for  pay  increase  cost.  What 

has  that  got  to  do  with  tabling  bids?  . . 

Mr  Aitken.  Well,  sir,  in  the  money  available  for  the  Jfilectncal 
Division  there  are  funds  for  other  objects,  which  should  be  used  for 
such  things  as  supplies,  electrical  energy,  etc.,  for  which  they  were 
appropriated,  but  if  approved  for  personnel,  then  we  might  keep  our 

employees  aboard. 
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WAGE  BOARD  EMPLOYEES 

If  we  do  not  get  the  $20,000,  and  if  we  use  the  money  for  other 
objects,  as  appropriated,  then  we  would  have  to  furlough  the  114 
people  in  the  Division  for  9y2  days,  or  for  a total  of  1,083  man-days. 

Mr.  Chairman,  approximately  50  percent  of  these  people  are  Wage 
Board  employees.  Some  of  the  services  that  would  be  affected  by 
the  people  that  would  have  to  be  furloughed  include  the  operators  on 
the  switchboard,  the  people  used  in  the  maintenance  of  police  and 
fire  communications  systems,  the  inspection  of  street  lighting  systems, 
the  maintenance  of  mobile  radios  and  operations  of  the  cars  in  the 
pool  car  service. 

Senator  Pastore.  Does  that  cover  it  ? 

Mr.  Aitken.  Yes,  sir. 

Senator  Pastore.  All  right.  The  next  item  is  National  Capital 
Parks. 

Mr.  Fowler.  Mr.  Harry  T.  Thompson,  the  Superintendent. 

National  Capital  Parks 

STATEMENT  OE  HARRY  T.  THOMPSON,  SUPERINTENDENT 

Restoration  Requested 

Senator  Pastore.  The  next  item  concerns  the  National  Capital 
Parks.  The  supplemental  estimate  was  $247,900  for  increased  pay 
costs  and  the  House  allowed  $185,925,  a reduction  of  $61,975  which 
the  Commissioners  ask  to  be  restored. 

The  amendment  and  justification  will  be  made  a part  of  the  record. 

(The  information  referred  to  follows :) 


Operating  Expenses 

Appropriation,  1958 $2,  776,  000 

Appropriation,  1959 2,  850,  000 

Supplemental  estimate,  1959 247,  900 

House  allowance,  supplemental  1959  (reduction  of  $61,975) 185,925 


AMENDMENT  REQUESTED 

Page  36,  line  2,  strike  out  “$185,925”  and  insert  in  lieu  thereof  “$247,900”, 
or  an  increase  of  $61,975  in  the  appropriation. 

JUSTIFICATION 

The  increase  requested  is  as  follows  : 

Restoration  of  cut  by  House,  H.R.  5916,  Second  Supplemental  Appropriation 
Act,  1959,  $61,975. — It  is  urgently  requested  that  the  $61,975  in  increased  pay 
cost  funds  be  restored  in  order  that  National  Capital  Parks  can  provide  the 
service  required  at  this  time  of  year. 

The  $61,975  represents  3,800  man-days  to  be  made  up  during  April,  May,  and 
June  when  demands  on  this  office  are  the  greatest. 

During  this  time  the  parks  are  the  hosts  to  millions  of  visitors,  including  a 
very  large  number  of  schoolchildren  from  all  parts  of  the  country.  The  park 
attractions  generate  tourist  visitation  which  contributes  greatly  to  the  economic 
life  of  the  city  of  Washington;  44  percent  of  the  total  annual  visitation 
and  40  percent  of  the  special  events  occur  during  this  3-month  period,  one  of 
the  events  being  the  annual  Cherry  Blossom  Festival.  This  is  also  the  time  of 
year  when  our  maintenance  problems  are  the  greatest  due  to  the  grass-cutting 
season. 
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The  reduction  in  personnel  made  necessary  by  this  cut  will  reduce  our  main- 
tenance force  below  employment  during  each  of  the  last  10  years,  when  demands 
were  much  less. 

We  have  given  separation  notices  to  all  of  our  temporary  employees,  number- 
ing 30,  to  be  effective  April  10,  1959.  The  funds  saved  by  this  action  amounts 
to  less  than  one-lialf  of  the  appropriation  reduction. 

Further  reductions  in  permanent  personnel  will  be  necessary  if  some  relief 
is  not  obtained. 

These  personnel  reductions  will  make  it  necessary  to  curtail  sanitation 
services,  grounds  maintenance,  and  the  care  of  shrubs,  which  will  adversely  affect 
the  condition  and  appearance  of  the  parks  at  a time  when  they  are  being  used 
by  the  great  number  of  visitors. 

Application  of  funds. — These  funds  will  be  used  to  meet  increased  pay  costs 
authorized  by  Public  Law  85-462,  Public  Law  85-584,  and  Wage  Board  salary 
increases  placed  in  effect  May  18,  1958,  and  January  11, 1959. 


Financial  analysis 


Object 

Activity 
No.  1 

Activity 
No.  2 

Total 

Personal  services ...  

$47, 545 
1,200 
730 

$12,  500 

$60, 045 
1,200 
730 

Grants,  subsidies,  and  contributions _ _ . 

Taxes  and  assessments.. ...  

Total 

49, 475 

12,  500 

61, 975 

FUNDS  FOR  INCREASED  PAY  COSTS 

Senator  Pastore.  And  I understand  Mr.  Thompson  is  here  to  give 
an  explanation. 

Mr.  Thompson.  Yes,  Mr.  Chairman,  I am. 

I will  just  be  very  brief  due  to  the  time  and  lateness  of  the  day. 

All  of  the  funds  involved  in  the  $61,975  request  for  restoration  are 
in  the  increased  pay  cost  fund  category.  And  as  you  know  this  is 
the  time  of  year  when,  April,  May,  June,  is  when  we  hit  our  peak- 
load. We  have  been  carrying  a subnormal  complement  of  temporary 
employees  up  to  the  present  time.  As  soon  as  it  was  made  known 
to  our  office  that  we  might  anticipate  some  substantial  reductions  I im- 
mediately issued,  and  they  are  now  in  force  as  of  Friday,  a complete 
dismissal  of  all  of  our  temporary  employees.  So  that  we  are  as  of 
the  moment  below  the  average  or  the  lowest  for  the  past  10  years  in 
our  personnel  for  our  maintenance.  It  all  has  to  do  with  maintenance 
in  this  $61,000  category. 

In  my  some  25  years  association  with  the  local  park  system  this  is 
the  first  time  we  have  not  had  an  opportunity  to  go  into  a spring  re- 
cruitment to  take  care  of  this  peakload.  This  season  brings  about 
40  percent  of  our  annual  visitors  for  the  next  3 months  and  we  are 
suffering  as  a result  of  that  decrease. 

Senator  Pastore.  How  many  people  does  this  affect? 

Mr.  Thompson.  Thirty.  The  notices  have  gone  to  30,  which  con- 
stitutes all  of  our  temporary  employees  as  of  now. 

I might  indicate  that  as  of  June  last  year  we  had  a total  of  747 
employees.  This  year  as  of  this  week  we  have  605  minus  the  30  brings 
us  down  to  570  employees.  And  realizing 

Senator  Pastore.  Doing  the  same  amount  of  work  ? 

Mr.  Thompson.  We  have  to  do  a great  deal  more,  sir,  because  as 
you  know  we  arrived  at  a formula  that  each  year  brings  about  5 per- 
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cent  increase  in  the  workload  in  the  visitation  to  our  Capital.  So 
that  we  are  rapidly  falling  behind  in  an  effort  to  keep  up  with  just 
the  normal  day-to-day  maintenance  of  our  parks  and  parkways. 

Senator  Pastore.  Thank  you. 

Mr.  Thompson.  Thank  you,  sir. 

National  Zoological  Park 

STATEMENT  0E  DR.  T.  H.  REED,  DIRECTOR 

Restoration  Requested 

Senator  Pastore.  The  next  item  relates  to  the  National  Zoological 
Park.  The  supplemental  estimate  for  pay  cost  increase  was  $67,700 
and  the  House  allowed  $50,775,  a reduction  of  $16,925,  which  is  re- 
quested restored  to  the  bill. 

The  amendment  and  justification  will  be  made  a part  of  the  record. 

(The  information  referred  to  follows:) 


Operating  Expenses 

Appropriation,  1958 $833,  000 

Appropriation,  1959 898,  000 

Supplemental  estimate,  1959 67,  700 

House  allowance,  supplemental  1959  (reduction  of  $16,925) 50,775 


amendment  requested 

Page  36,  line  3,  strike  out  “$50,775”  and  insert  in  lieu  thereof  “$60,775”,  or  an 
increase  of  $10,000  in  the  appropriation. 

JUSTIFICATION 

The  increase  requested  is  as  follows  : 

Restoration  of  cut  by  House,  H.R.  5916,  Second  Supplemental  Appropriation 
Act,  1959,  $10,000. — A crash-safety  program  as  directed  by  the  House  of  Repre- 
sentatives Committee  on  District  Affairs  in  May  1958  is  the  basis  of  this  re- 
quest for  the  restoration  of  $10,000  of  the  $16,925  cut  made  by  the  House.  To 
maintain  even  the  existing  safety  standards  and  efforts  it  is  imperative  that  the 
present  staff  is  continued  without  interruption.  The  Zoo  now  has  8 vacancies 
which  will  not  be  filled  and  it  will  not  be  able  to  employ  additional  temporary 
help  to  facilitate  efficient  operation.  Operating  on  this  basis  the  Zoo  will  have 
at  the  end  of  the  fiscal  year  a $10,000  deficit  in  existing  personal  services. 

During  the  fourth  quarter,  therefore,  if  the  cut  is  not  restored,  $10,000  will 
have  to  be  transferred  from  other  objects  to  pay  personnel  service  costs  for  the 
present  staff.  Removal  of  these  funds  will  drastically  cripple  the  safety  pro- 
gram of  the  National  Zoological  Park  because  all  fourth  quarter  operational 
funds  exclusive  of  animal  maintenance  are  directly  or  indirectly  dedicated  to  the 
safety  program. 

If  the  Zoo  must  transfer  $10,000  to  personal  services  it  would  mean  that — 

(1)  Funds  for  the  purchase  of  supplies  and  materials  for  construction  and 
installation  of  safety  factors  would  be  cut  26  percent. 

(2)  Funds  for  necessary  veterinary  medicines  would  be  cut  68  percent. 

(3)  Funds  for  veterinary  equipment  would  be  eliminated. 

(4)  Funds  for  the  purchase  of  food  would  be  reduced  creating  a deficiency 
in  nutrition,  thus  affecting  the  health  of  the  animals. 

(5)  Funds  available  for  the  purchase  of  equipment  would  be  cut  77 
percent. 

(6)  Funds  for  the  purchase  of  animals  would  be  completely  eliminated. 

(7)  Funds  for  the  purchase  of  miscellaneous  supplies  would  be  cut  ap- 
proximately 50  percent  drastically  affecting  the  efficiency  in  management 
and  operation  of  the  Zoo. 
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No  zoo  of  comparable  size  and  stature  in  the  world  has  as  small  an  operating 
and  maintenance  budget  as  the  National  Zoological  Park.  Therefore,  the  loss 
of  *10,000  in  operation  and  maintenance  would  seriously  affect  the  Zoo  even  in 
a normal  year.  Because  of  the  tragedy  and  the  resultant  all-out  emphasis  on 
safety  this  has  been  far  from  a normal  year.  This  cut,  unless  restored,  will 
gravely  reduce  that  portion  of  the  safety  program  planned  for  the  fourth  quarter. 

Applied  turn  of  funds. — These  funds  will  be  used  for  the  operation  of  the 
safety  program. 

Financial  analysis 


Object 

Activity  2 

Activity  3 

Total 

Supplies  and  materials 

$2, 200 
2, 100 

$4,  500 
1,200 

$6,  700 
3.  300 

Equipment 

Total  

4, 300 

5,  700 

10, 000 

RESTORATION  BEQUEST 

Senator  Pastore.  I understand  Dr.  Reed  is  here. 

Dr.  Reed.  Yes,  sir. 

Senator  Pastore.  Doctor,  will  you  explain  ? 

Dr.  Reed.  Thank  you  for  the  privilege  of  appearing  before  you. 

We  are  asking  for  the  restoration  of  $10,000  of  the  $16,925  cut.  By 
not  filling  our  present  vacancies  and  not  hiring  of  normal  temporary 
employees  we  will  save  $6,925,  leaving  us  a deficit  of  $10,000  in  per- 
sonal services. 

VISITORS  TO  ZOO 

In  the  fiscal  year  of  1958  we  had  over  4 million  visitors.  Thirty-six 
percent  were  in  the  last  quarter.  This  heavy  influx  of  visitors  in  the 
last  quarter  means  that  we  can  not  reduce  the  number  of  our  present 
personnel  and  still  maintain  the  necessary  degree  of  visitor  safety. 

If  this  $10,000  is  not  restored  and  we  maintain  the  necessary  per- 
sonnel for  visitor  safety,  funds  must  be  transferred  from  other  ob- 
jects. This  transfer  will  seriously  cripple  the  planned  safety  con- 
struction in  the  fourth  quarter. 

SAFETY  PROGRAMS 

While  this  zoo  has  a very  enviable  visitor  safety  record  for  the  67 
years  and  met  all  the  commonly  accepted  safety  standards  in  zoos,  the 
tragedy  of  last  year  only  emphasizes  the  tremendous  increased  use  of 
the  National  Zoological  Park  by  the  people  of  this  Nation  and  it  em- 
phasizes the  changes  in  visitor  attitude  towards  the  ever  present  danger 
of  wild  animals. 

We  must  increase  physical  and  operational  safety  to  meet  the  in- 
creasing visitor  attendance  which  is  the  largest  in  the  United  States. 

The  detailed  survey  for  safety  has  been  made  by  an  independent 
committee  appointed  by  the  Smithsonian  Institution.  First  among 
their  operational  recommendations  for  visitor  safety  is,  and  I quote, 
“the  constant  presence  of  adequate  numbers  of  well-trained  zoo  per- 
sonnel is  absolutely  necessary.” 

Many  physical  changes  were  recommended,  some  of  which  we  phased 
and  planned  for  completion  within  this  year  without  asking  for  ad- 
ditional financial  aid. 
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EFFECT  OF  CUTS  ON  SAFETY  PROGRAM 

These  safety  features  that  we  had  faced  and  planned  for  the  fourth 
quarter  will  be  drastically  curtailed  unless  the  $10,000  cut  is  restored. 

No  zoo  of  comparable  size  or  importance  has  such  a small  opera- 
tional and  maintenance  budget  as  the  National  Zoological  Park.  To 
me  this  is  not  a restoration,  it  is  the  continuance  and  maintenance  of 
our  visitor  safety  program. 

Thank  you. 

Senator  Pastore.  Thank  you,  Doctor. 

Department  of  Motor  Vehicles 

STATEMENT  OF  GEORGE  ENGLAND,  DIRECTOR 

Amendment  and  Justification 

Senator  Pastore.  Mr.  Fowler,  I am  told  by  Mr.  Merrick  that  there 
was  one  item  that  you  have  not  pointed  out  ? 

Mr.  Fowler.  Yes,  in  addition  to  the  items  already  presented  we  had 
another  item.  We  thought  the  Department  of  Motor  Vehicles  might 
absorb  their  cut  but  we  found  out  later  after  reexamination  of  their 
financial  requirements  that  they  could  not.  They  were  cut  in  the 
House  $20,800.  They  are  here  now  asking  for  a restoration  of  $14,000. 
Mr.  George  England  is  the  Director  of  the  Department  of  Motor 
Vehicles  and  he  will  tell  you  how  it  will  affect  the  Department. 

Senator  Pastore.  All  right.  The  amendment  and  justification  will 
be  made  part  of  the  record  at  this  point. 

(The  information  referred  to  follows :) 

Operating  Expenses 


Appropriation,  1958 $1,  488,  000 

Appropriation,  1959 1,  042,  000 

Supplemental  estimate,  1959 88,  200 

House  allowance  supplemental  1959  (reduction  of  $20,800) 62,400 


AMENDMENT  REQUESTED 

Page  35,  line  18,  strike  out  “$62,400”  and  insert  in  lieu  thereof  “$76,400”,  or  an 
increase  of  $14,000  in  the  appropriation. 

justification 

Restoration  of  $14,000  of  the  $20,800  cut  from  this  Department’s  request  for 
supplemental  to  cover  increased  pay  costs  during  fiscal  year  1959  is  requested 
in  order  to  avoid  the  necessity  of  furloughing  approximately  150  employees  for  a 
full  workweek,  or  as  an  alternate,  all  employees  in  the  Department  for  an 
average  of  4 days  2 hours  each  before  the  end  of  the  1959  fiscal  year. 

Due  to  the  recent  pay  increase  enacted  by  Congress,  this  Department’s  mini- 
mum requirements  for  “Personal  services”  alone  to  complete  the  balance  of  this 
fiscal  year — and  without  filling  any  existing  position  vacancies  or  providing  for 
any  lump-sum  terminal  leave  payments  or  other  possible  “extra”  costs — will  be 
$71,520,  and  related  required  civil  service  retirement  costs  will  be  $4,648,  and 
related  required  group  life  insurance  costs  will  be  $234,  for  a total  cost  of  $76,403 
in  excess  of  the  amount  available.  Of  this  excess  cost  the  House  has  approved 
a supplemental  of  but  $62,400  which  is  $20,800  less  than  requested  for  this  pur- 
pose, and  $14,000  less  than  the  minimum  now  found  required  to  the  end  of  this 
fiscal  year. 
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Application  of  funds.  Of  the  $14,000  requested,  $9,118  is  required  for  personal 
services  and  $4,882  for  other  related  costs. 


Financial  analysis 

Personal  services 

Group  life  insurance 

Civil  service  retirement 

Total 

The  above  request  is  payable  from  the  highway  fund. 

EFFECT  OF  HOUSE  CUT 


$9, 118 
234 
4,  648 


14,  000 


Senator  Pastore.  All  right,  Mr.  England. 

Mr.  England.  Thank  you,  sir. 

Mr.  Chairman,  our  original  estimate  of  our  needs  was  quite  con- 
servative. It  took  into  account  certain  savings  that  we  had  up  to 
that  time.  The  House  cut  us  by  a figure  of  $20,800. 

We  have  just  completed  a detailed  study  of  our  minimum  needs  for 
the  balance  of  this  fiscal  year  and  have  prepared  and  intend  to  adhere 
to  a bare  bones  budget,  sir,  which  contemplates  a reduction  to  the 
minimum  of  expenses  in  almost  every  phase  of  our  work.  Notwith- 
standing these  reductions  in  expenditures,  we  can  only  absorb  $6,800 
of  this  $20,800  cut.  If  the  $14,000  figure  requested  here  is  not  restored, 
it  will  be  necessary  for  us  to  furlough  approximately  150  of  our  em- 
ployees a full  workweek  each.  Our  total  personnel  complement,  in- 
cidentally, is  190.  Or,  as  an  alternate,  we  will  have  to  lay  off  all  of 
our  employees  for  an  average  of  4 days  and  2 hours  each  before  the 
end  of  this  fiscal  year. 

If  we  are  required  to  do  this,  Mr.  Chairman,  it  is  going  to  mean  a 
drastic  reduction  in  our  many  services  to  the  people.  Our  Depart' 
ment  is  financed  from  the  highway  fund  and  produces  annual  revenue 
of  approximately  $8,200,000  to  the  District  through  its  operations. 
We  are  in  the  business  of  titling  and  registering  automobiles  and 
trailers,  issuing  driver’s  permits,  revoking  and  restoring  driving 
privileges,  inspecting  vehicles,  administering  financial  responsibility 
legislation,  and  other  services  that  must  be  maintained  on  a current 
basis  to  be  effective.  There  will  be  delays  and  disruptions  in  services 
provided  the  public,  enforcement  and  other  Government  and  private 
agencies.  We  will  be  drastically  hit,  sir,  if  we  are  not  permitted  the 
restoration  of  the  $14,000. 


Federal  Payment 

Senator  Pastore.  All  right. 

Merely  a question  or  two  with  relation  to  the  Federal  contribution 
now,  Mr.  McLaughlin.  I understand  that  the  deficit  in  the  second 
supplemental  bill  as  passed  by  the  House  will  be  $2,226,556. 

Mr.  McLaughlin.  Yes,  sir. 

Senator  Pastore.  In  other  words,  if  not  a penny  of  the  amounts 
being  asked  to  be  restored  were  restored  you  would  end  up  with  a 
deficit  at  the  end  of  this  year  of  $2,226,556  ? Is  that  correct  ? 

Mr.  McLaughlin.  That  is  right,  yes. 

Senator  Pastore.  Is  there  anything  you  could  do  or  the  District 
could  do  to  absorb  this  amount  or  of  necessity  because  of  the  time  of 
the  year  you  would  have  to  end  up  with  that  kind  of  deficit  ? 
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Mr.  McLaughlin.  We  think  in  the  past  few  days,  Mr.  Chairman, 
that  we  have  done  everything  possible  in  the  way  of  analyzing  the 
situation,  and  we  don’t  feel  that  there  is. 

Senator  Pastore.  All  right.  Now,  as  to  this  statement  that  you  had 
inserted  in  the  record,  we  had  it  in  the  previous  record  as  well  with 
reference  to  the  Federal  contribution,  explaining  your  point  of  view 
with  relation  to  the  responsibility  of  the  Federal  Government  to  the 
District. 

Mr.  McLaughlin.  Yes,  sir. 

Senator  Pastore.  Is  there  anything  new  in  it  ? 

Mr.  McLaughlin.  The  opening  paragraphs,  Mr.  Chairman,  points 
out  some  comparisons  that  perhaps  have  never  been  assembled  before. 
If  I could  read  about  three  of  those  paragraphs  it  might  highlight  it. 

Senator  Pastore.  I will  read  them  in  the  record.  There  is  no  need 
of  your  calling  to  my  attention  by  the  reading  of  several  paragraphs. 

Mr.  Fowler.  The  first  page. 

Senator  Pastore.  All  right.  If  there  is  anyone  else,  please  come 
forward. 

All  right  now  our  interested  civilian  witnesses.  We  are  ready  for 
them. 

The  Commissioners  are  perfectly  welcome  to  remain  here  and  stay 
here,  but  you  don’t  have  to  if  you  feel  you  have  other  commitments  or 
other  responsibilities. 

Mr.  McLaughlin.  I am  15  minutes  late  for  a dinner  now,  Mr. 
Chairman,  I will  stick  with  you. 

Senator  Pastore.  Our  first  witness  is  Mrs.  Doris  G.  Foster.  Is  she 
here? 

The  Clerk.  She  is  sending  in  her  statement. 

Senator  Pastore.  All  right. 

All  right,  Mrs.  Foster’s  statement  will  be  made  a part  of  the  record. 

(The  statement  referred  to  follows :) 

Statement  of  Mbs.  Doris  G.  Foster,  in  Behalf  of  Washington  Chapter, 

Americans  for  Democratic  Action 

Mr.  Chairman  and  members  of  the  committee,  the  members  of  the  Washington 
Chapter  of  Americans  for  Democratic  Action  urge  the  Senate  Appropriations 
Committee  to  prevent  the  damage  to  the  District  of  Columbia  public  services  that 
must  result  from  the  reduction  made  by  the  House  of  Representatives  in  District 
requests  for  supplemental  1959  appropriations.  Few  other  services  or  facilities 
of  the  District  of  Columbia,  in  any  area  of  municipal  activity,  have  ever  been 
adequate  to  the  needs  of  the  community.  Our  public  hospitals  are  under- 
equipped, understaffed  and  overcrowded.  Our  public  assistance  grants  are  low 
by  comparison  with  progressive  communities,  and  inadequate  by  any  proper 
standard  of  evaluation. 

Yet  the  Commissioners  have  already  announced  that  they  will  put  into  imme- 
diate effect  a flat  reduction  of  15  percent  in  public  assistance  allowances — regard- 
less of  need.  There  is  some  indication  that  further  economies  will  force  curtail- 
ment of  polio  inoculations.  While  still  other  economies  may  be  needed,  there  is 
no  information  about  any  other  contemplated  savings.  Before  any  action  what- 
ever is  taken  on  the  House  proposals,  we  recommend  that  the  District  authorities 
be  required  to  inform  you,  if  they  have  not  already  done  so,  in  specific  detail,  of 
the  limitations  upon  existing  services  that  will  result  from  the  denial  of  the 
supplemental  budget  requests  as  they  went  to  the  House.  When  these  facts  are 
known,  we  are  sure  that  you  will  be  unable  to  go  along  with  the  arbitrary  slashes 
made  by  the  House. 

Finally,  we  wish  to  protest  vehemently  against  the  imposition  of  the  burden 
of  these  economies  upon  District  employees  who  certainly  cannot  afford  a reduc- 
tion in  income  in  a community  with  extremely  high  living  costs.  Under  any  cir- 
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cumstanoes,  this  would  be  indefensible.  But  when  one  considers  that  the  District 
has  so  far  received  only  $20  million  of  the  $32  million  Congress  committed  itself 
to  pay;  when  one  realizes  that  the  present  House  bill  grants  less  than  $6  million 
more;  when  it  is  understood  that  the  Commissioners’  requests,  in  toto,  involve 
only  $9  million  of  the  $12  million  we  have  been  short-changed:  then  it  is  most 
reprehensible  to  make  low-paid  employees  pay  the  price  of  a congressional  renege 
out  of  their  meager  earnings. 

And  it  is  niggardliness  at  its  most  contemptible  level  to  allow  people — such  as 
those  at  the  Southwest  Health  Center — to  furnish  their  services  without  pay  in 
order  that  those  in  need  of  medical  care  might  not  suffer. 

We  appreciate  this  opportunity  to  appeal  to  you  to  restore  the  District  supple- 
mental appropriation  so  that  these  completely  defenseless  cuts  will  not  have  to 
be  put  into  effect. 

JUSTIFICATIONS 

Senator  Pastore.  The  record  will  show  at  this  point  the  justifica- 
tions filed  in  support  of  the  items  requested  for  the  District  of  Colum- 
bia and  for  which  no  appeal  is  made  to  the  allowances  of  the  House, 
under  title  I,  operating  expenses. 

(The  information  referred  to  follows:) 

Department  of  General  Administration 
For  an  additional  amount,  fiscal  year  1959  Department  of  General 


Administration $500,  000 

House  allowance 456,  750 


Salary  increases , $374.000. — Of  this  amount,  $373,000  is  needed  for  salary 
increases  granted  classified  employees  as  a result  of  Public  Law  85-462,  and 
$1,000  for  salary  increases  granted  wage-board  employees  by  the  Commissioners 
effective  January  14,  1959. 

Postage  increase , $19,000. — This  additional  amount  is  necessary  to  meet  the 
increase  in  the  cost  of  mailing  due  to  the  raise  in  postal  rates. 

Unemployment  compensation,  $144,000. — Additional  funds  are  needed  to  meet 
the  increased  cost  of  reimbursements  to  the  District  Unemployment  Compensa- 
tion Board  for  payment  of  unemployment  compensation  to  former  employees  of 
the  District  of  Columbia  Government.  A summary  of  such  payments  for  tie 
past  3 fiscal  years  and  the  first  quarter  of  the  current  fiscal  year  is  as  follows : 


Fiscal  year 


Number  of 
recipients 


Total  amount 
paid 


180 

$24,  921.  29 

476 

81,916.  98 

923 

156, 179.  03 

512 

99,  672.  48 

1956  

1957  

1958  

1959,  1st  quarter 


It  is  estimated  that  the  cost  of  unemployment  compensation  claims  will  con- 
tinue to  rise  and  that  for  the  fiscal  year  1959  a total  of  $300,000  will  be  needed 
Since  only  $156,000  is  now  available  for  this  purpose,  an  additional  amount  of 
$144,000  is  requested. 

Workmen’s  compensation,  $13,000. — Additional  funds  are  needed  to  meet  the 
increased  cost  of  administrative  expenses  involved  in  providing  compensation 
for  disability  or  death  resulting  from  injury  to  employees  in  certain  employment 
in  the  District  of  Columbia  (36  D.C.  Code  501,  502). 

The  Bureau  of  Employees’  Compensation,  to  whom  funds  are  transferred  for 
administration  of  the  law  providing  for  such  compensation,  has  informed  the 
District  government  that  the  Bureau’s  original  estimate,  excluding  the  pay 
increase,  for  1959  ($209,500)  contained  an  unusually  high  lapse  rate:  that  turn- 
over in  personnel  as  well  as  within-grade  promotions  have  increased  this  amount 
substantially;  that  there  have  been  increases  in  the  cost  of  communications, 
stenographic  reporting  services,  supplies,  equipment,  etc. ; and  that  such  increases 
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could  not  be  absorbed.  A summary  of  the  estimated  requirement  for  the  fiscal 


year  1959  is  as  follows  : 

Original  estimate  of  Bureau  of  Employees'  Compensation $209,  500 

Estimated  supplemental  included  in  latest  budget  (approximately  10 

percent  of  original  estimate) 21,500 

Total 231,  000 

Revised  estimate  of  Bureau  of  Employees’  Compensation 244,  000 

Additional  funds  required 13,  000 

Public  Library 

For  an  additional  amount,  fiscal  year  1959,  “Public  Library” $190,  300 

House  allowance 152,  050 


Salary  increases,  $ 175,300 . — Of  this  amount,  $153,000  is  needed  for  salary  in- 
creases granted  classified  employees  as  a result  of  Public  Law  85^162,  $10,000 
is  for  wage  board  increases  approved  by  the  Commissioners  effective  May  8, 
1958,  and  $6,300  for  wage  board  increases  approved  by  the  Commissioners  effec- 
tive January  14, 1959. 

Reclassification  of  positions,  $15,000. — Funds  for  the  reclassification  of  the 
majority  of  Public  Library  positions  were  appropriated  in  the  1959  budget. 
Funds  are  needed  to  cover  the  cost  of  reclassification  of  the  remaining  positions, 
which  could  not  be  surveyed  in  time  for  inclusion  in  the  1959  budget.  The 
library  is  already  absorbing  various  increased  costs,  such  as  the  cost  of  position 
reclassifications  for  the  first  half  of  the  year.  In  addition,  we  are  absorbing  the 
cost  of  wage  increases  for  WBP  employees  ($1,500),  premium  pay  (about  $11,500 
ns  of  latest  payroll  and  estimated  to  be  $16,000  additional  for  the  rest  of  the 
year,  or  a total  of  about  $27,500),  the  rise  in  postage  rate  ($1,000),  and  increased 
costs  of  maintenance  and  repair  of  the  motor  vehicles  resulting  from  the  increase 
in  the  WBR  wage  scale  ($1,000).  As  a result  of  these  absorptions  no  funds  will 
be  available  to  cover  this  requested  increase. 


Metropolitan  Police 

For  an  additional  amount,  fiscal  year  1959,  “Metropolitan  Police” $2,  616,  800 

House  allowance 2,  616,  800 

Salary  increases,  $2,232,800. — Of  this  amount  $68,000  is  needed  for  salary  in- 
creases granted  classified  employees  as  a result  of  Public  Law  85-462 ; $2,149,000 
for  salary  increases  granted  the  uniform  force  as  a result  of  Public  Law  85-584; 
$11,000  is  for  wage  board  increases  approved  by  the  Commissioners  effective  May 
8,  1958,  and  $4,800  for  wage  board  increases  effective  January  14,  1959. 

Retirement  benefits,  $384,000. — Public  Law  85-157,  approved  August  21,  1957, 
increased  the  maximum  amount  of  retirement  pay  for  policemen,  lowered  the 
retirement  age  and  increased  relief  payments  to  widows  and  orphans. 

During  the  fiscal  year  1958,  the  first  year  the  new  law  was  in  effect,  monthly 
payments  for  pensions  and  relief  increased  as  indicated  by  the  following  table. 


Fiscal  year  1958 


Month 


July 

Aueust 

September. 

October 

November. 
December. 
January 


Police 

pensions 

Widows’ 

and 

orphans’ 

relief 

Month 

Police 

pensions 

Widows’ 

and 

orphans’ 

relief 

$201, 000 

$51, 000 

February...  . 

$226, 000 

$56, 000 

201, 000 

51, 000 

March 

235, 000 

53, 000 

204. 000 

53, 000 

April  ..  ...  

237. 000 

52. 000 

210, 000 

52, 000 

May 

239, 000 

54. 000 

219. 000 

52,  000 

June 

243, 000 

53, 000 

222. 000 
224, 000 

52, 000 
52,  000 

Total 

2,  661, 000 

631,000 
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The  following  table  reflects  total  expenditures  for  fiscal  year  1958  under  the 
new  law : 


police  pensions $2,  661,  000 

Widows’  and  orphans’  relief 631,  000 

Medical  expenses  of  policemen  injured  in  line  of  duty 77,  000 

Refunds  of  Q{/-i  percent  retent 33,  000 

Payment  of  burial  expenses 1,  000 


Total,  fiscal  year  1958 3,  403,  000 


The  following  table  reflects  actual  and  estimated  payments  for  pensions  and 
relief  for  fiscal  year  1959  for  comparison  with  the  preceding  table  showing 
monthly  payments  for  1958 : 


Fiscal  year  1959 


Month 

Police 

pensions 

Widows’  and 
orphans’ 
relief 

July  (actual) - __  _ . _ _ _ _ __ 

$245, 000 

283. 000 

284. 000 
i 327, 000 

292. 000 

296. 000 

298. 000 
300,  000 

302. 000 

304. 000 

306. 000 

310. 000 

$53, 000 

53. 000 

54. 000 
54, 000 
54, 000 
54, 000 
54, 000 

54. 000 

55. 000 

54. 000 

55. 000 

54.000 

August  (actual) _ _ _ __  __  __  

September  (actual)  ___  _ _ _ _ __  _ _ __ 

October  (actual)  _______  _ ___  ___________  _____ 

November  (actual)  __  _ _____  _ _ _ 

December  (estimated).  _ __  _ ______  _ ____  _ 

January  (estimated) ___  _____  

February  (estimated) __  

March  (estimated) _ ____  __  

April  (estimated)  _ _ __________  _ ___  ___  

May  (estimated) __  ..  

June  (estimated) __  _ 

Total  _ _ _ 

3,  547, 000 

648, 000 

i Included  retroactive. 


The  following  table  reflects  total  estimated  expenditures  for  fiscal  year  1959 
under  the  new  law  and  source  of  funds : 


Estimated  expenditures 

Police  pensions $3,  547,  000 

Widows’  and  orphans’  relief 648,  000 

Medical  expenses  of  policemen  injured  in  line  of  duty 80,  000 

Refund  of  6%  percent  retent 40,  000 

Payment  of  burial  expenses 2,  000 


Total  estimated  expenditures  under  Retirement  Act,  1959 4,317,000 

Provision  of  funds 

Appropriation  Act,  1959 $3,  509,  000 

Supplemental  requested  as  related  to  pay  increases 424,  000 

Supplemental  requested  other  than  related  to  pay  increases 384,  000 


Total  appropriation  and  supplemental  requested,  1959 4,  317,  000 


Public  Law  514,  84th  Congress,  provides  that  the  Metropolitan  Police  force 
shall  consist  of  not  less  than  2,500  oflicers  and  members.  Congress  appropriated 
just  sufficient  funds,  based  on  costs  at  the  time  of  the  appropriation,  to  provide 
salaries  and  other  items  necessary  to  maintain  this  size  force  during  fiscal 
year  1959.  Congress  also  stipulated  that  savings  because  of  vacancies  would  be 
utilized  to  pay  men  for  working  on  their  days  off  in  order  to  maintain  equivalent 
full  strength.  The  creation  of  any  savings  in  personal  services  would  require  a 
reduction  of  force.  This  cannot  be  done  because  of  the  above  provisions. 

Without  these  provisions,  it  would  still  be  inadvisable  to  make  any  reduction 
of  force  because  of  the  present  crime  situation  in  the  District  of  Columbia. 

The  funds  appropriated  for  other  objects  covers  utilities,  printing,  meals  for 
prisoners,  gasoline,  fuel,  uniforms,  repairs  to  vehicles,  and  other  items  absolutely 
essential  for  normal  operations.  The  amount  to  be  spent  for  these  items  is  gov- 
erned by  need  rather  than  choice,  therefore,  no  reduction  can  be  made  without 
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impairing  operations  in  tlie  prevention  and  detection  of  crime.  In  addition  to 
the  increases  requested  in  this  supplemental  this  Department  must  absorb  ap- 
proximately $51,000  in  increases  in  other  objects  during  fiscal  year  1959. 

Fire  Department 

For  an  additional  amount,  fiscal  year  1959,  “Fire  Department” $1,  200,  300 

House  allowance 1,  200,  300 

Salary  increases,  $1,029,300. — Of  this  amount  $20,000  is  needed  for  salary  in- 
creases granted  classified  employees  as  a result  of  Public  Law  85-462,  $995,000 
for  salaries  granted  the  uniform  force  as  a result  of  Public  Law  85-584,  $10,000 
is  for  wage  board  increases  approved  by  the  Commissioners  effective  May  8, 
1958,  and  $4,300  effective  January  14, 1959. 

Retirement  benefits,  $171,000. — Public  Law  85-157,  approved  August  21,  1957, 
increased  the  maximum  amount  of  retirement  pay  for  firemen,  lowered  the  re- 
tirement age,  and  increased  relief  payments  to  widows  and  orphans.  This  has 
caused  an  unprecedented  number  of  retirements  and  necessitates  request  for 
additional  funds.  Through  the  month  of  January  1959,  there  were  38  members 
who  have  retired  in  fiscal  1959,  which  netted  against  the  deceased  retirees,  has 
increased  the  number  of  retired  members  to  a total  of  578,  or  a net  increase  of 
12  since  July  1,  1958.  It  is  anticipated  that  there  will  be  a total  increase  for 
fiscal  1959  of  24  additional  retirees  and  the  estimated  costs  are  as  follows : 


Estimated  additional  cost  of  firemen's  pensions  and  relief  for  fiscal  year  1959 


Month 

Retired  members 

Widows  and  children 

Total 

Number 

Amount 

Number 

Amount 

July 

566 

$150, 832. 11 

235 

$29, 811.  38 

$180.  643. 49 

August,  . 

566 

173,  872.  98 

234 

29, 603. 05 

203,  476.  03 

September . . ..  ... 

569 

i 196,  263.  42 

234 

29,  715.  56 

225,  978.  98 

October - 

571 

175,  468. 32 

234 

29,  553.  05 

205,  021.  37 

November 

577 

180,  767. 92 

232 

30,  215.  55 

210,  983.  47 

December.  . ... 

577 

178,  875.  77 

239 

30,  991.  22 

209,  866. 99 

January.  

578 

180,  600.37 

239 

30,  861.78 

211,  462. 15 

February..  

582 

182,  838. 11 

239 

31,  500.  41 

214,  338.  52 

March  _ ..  - 

586 

185.000.00 

239 

31,  500.  00 

216,  500.  00 

April 

586 

185, 000. 00 

239 

31.  500.  00 

216,  500.  00 

May 

590 

187,000.00 

239 

31,  600.  00 

218, 600. 00 

June ... 

590 

187, 000.  00 

239 

31,  629.  00 

218,  629.  00 

Total 

2, 163,  519. 00 

368,  481. 00 

2,  532, 000.  CO 

1 Included  retroactive. 


Estimated  amount  needed  for  fiscal  year,  1959 $2,  532,  000 

Appropriated —2, 100,  000 


Total 432,  000 

Anticipated  supplemental  due  to  pay  increases —261,  000 


Additional  amount  needed 171,  000 

Department  of  Corrections 

For  an  additional  amount  for  fiscal  year  1959,  “Department  of  cor- 
rections”  $326,100 

House  allowance 264,  600 

Salary  increases,  $253,100.— Of  this  amount  $246,000  is  needed  for  classified 
pay  increase  due  to  Public  Law  462  and  $7,100  for  wage  board  increase  approved 
by  the  Commissioners  effective  January  14, 1959. 

Support  of  District  prisoners  in  Federal  institutions,  $73,000. — The  current 
year  appropriation  provides  $737,000  to  reimburse  the  Federal  Bureau  of  Prisons 
for  the  support  of  District  prisoners  confined  in  their  institutions.  An  average 
of  434  prisoners  were  confined  in  the  Federal  prisons  in  1957  at  an  average  daily 
per  capita  cost  of  $4.31  for  a total  of  $681,800.  In  1958,  an  average  of  438 
prisoners  were  boarded  in  Federal  institutions  at  an  average  cost  of  $4.66  per 
day  for  a total  cost  of  $745,000. 
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We  now  have  received  the  account  from  the  Federal  Bureau  of  Prisons  and 
the  l \S.  Public  Health  Service  for  District  prisoners  confined  in  their  institutions 
for  the  first  quarter  of  the  current  year.  The  total  cost  for  the  first  quarter  was 
$202,435  for  the  care  of  454  prisoners  at  an  average  cost  of  $4.84  per  day.  The 
increases  in  the  bills  result  principally  from  the  general  pay  raises  for  the  em- 
ployees of  the  Federal  institutions  as  well  as  an  upgrading  resulting  from  a 
reclassification  of  these  same  employees.  On  the  basis  of  the  first  quarter’s 
experience,  it  is  estimated  that  the  additional  $73,000  will  be  required  to  com- 
plete the  current  year.  This  sum  cannot  be  absorbed  within  the  funds  presently 
available. 

Settlement  of  Claims  and  Suits 

For  the  payment  of  claims  in  excess  of  $250,  approved  by  the  Commissioners 
In  accordance  with  the  provisions  of  the  act  of  February  11,  1929,  as  amended 
(45  Stat.  1160;  46  Stat.  500  ; 65  Stat.  131 ),  $20,197. 

The  District  of  Columbia  Appropriation  Act,  1959,  under  the  head  of  “Office 
of  Corporation  Counsel,”  included  the  amount  of  $10,000  for  the  settlement  of 
claims  not  in  excess  of  $250  each,  when  approved  by  the  Commissioners  in  ac- 
cordance with  the  act  of  February  11,  1929,  as  amended. 

The  accompanying  estimate  of  appropriation  of  $20,197  is  submitted  in  order  to 
pay  claims  under  the  same  act  of  Congress  which  are  in  excess  of  $250  each, 
as  follows : 


Claimant 


Nature  of  claim 


Amount  of  Amount  of 
claim  or  suit  settlement 


George  Headrick 


Dr.  Bruno  E.  Werner. 


Industrial  Insurance  Co.  (Eu- 
gene E.  McCaleb). 


Motors  Insurance  Co.  (Geral- 
dine F.  Henry). 

Louise  D.  Washington 

Moses  H.  and  Ora  D.  Queen. . 


Georgetown  Realty  & Insur- 
ance Co.  (Eunice  M. 
Ennis): 


Mrs.  Rosalyn  Corso 


Mrs.  Rose'Kullen. 


Personal  injuries  (fracture  of  right  hip,  lacer- 
ation to  forehead,  and  contusions  to  right 
leg)  as  the  result  of  walking  into  Fire 
Department  ambulance  at  6th  and  F Sts. 
NW„  on  Oct.  1,  1957. 

Property  damage  to  1955  Chrysler  sedan 
when  struck  by  a Fire  Department  car  on 
Connecticut  Ave.  near  intersection  of 
Van  Ness  St.  NW.,  on  Feb.  10, 1958. 

Property  damage  to  insured’s  parked  auto- 
mobile struck  by  Division  of  Sanitation 
truck  near  the  intersection  of  Mount 
Olivet  Rd.  and  Trinidad  Ave.  NE.,  on 
Feb.  16,  1956 

Property  damage  to  insured’s  automobile 
when  struck  by  a Division  of  Sanitation 
truck  in  front  of  4208  42d  Pi.  NW.,  on 
July  24,  1956. 

Property  damage  to  1955  Pontiac  sedan 
when  struck  by  Department  of  Sanitary 
Engineering  truck  at  the  intersection  of 
1st  and  E Sts.  NW.,  on  July  24.  1956. 

Personal  injuries  (back  injury  to  Mr.  Queen 
and  neck  and  back  injury  to  Mrs.  Queen) 
sustained  when  the  car  in  which  they 
were  riding  was  struck  from  the  rear  by  a 
Department  of  Sanitary  Engineering 
truck  at  the  intersection  of  1st  and  E Sts. 
NW.,  on  July  24,  1956. 

Personal  injury  and  property  damage 
(severe  sprain  of  right  ankle  and  foot  and 
contusions)  as  the  result  of  a collision  with 
Police  Department  scout  car  at  intersec- 
tion of  1st  St.  and  Missouri  Ave.  NW.,  on 
Aug.  19,  1957: 

Insurance  company 

Ennis 

Total 

Personal  injuries  (sprain  of  dorso  lumbar 
spine,  knee,  mild  concussion,  and  con- 
tusion of  anterior  rib  cage)  as  the  result  of  a 
fall  over  exposed  end  of  a temporary  as- 
phalt sidewalk  on  the  south  side  of  Texas 
Ave.  SE.,  near  its  intersection  with  Ridge 
Rd.  SE.,  on  Mar.  23,  1956. 

Personal  injuries  (Colles  fracture  of  left 
wrist,  abrasions  and  contusions  of  both 
knees)  as  the  result  of  a fall  on  the  public 
sidewalk  in  front  of  6420  14th  St.  NW .,  on 
Oct.  16,  1956. 


$1, 478. 00 

$700.00 

386. 82 

386.  82 

466. 41 

466. 41 

284.  34 

284.34 

327.  54 

327.54 

Unstated 

1,  600. 00 

449.  51 
543. 00 

449.  51 
543.00 

992.  51 

25, 000.  00 

2, 000.00 

3, 000. 00 

460.00' 
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Claimant 


Nature  of  claim 


Amount  of  Amount  of 
claim  or  suit  settlement 


Government  Employees  In- 
surance Co. 


Susan  Berlin 


LeRoy  E.  Peter 


Severlna  Tuttle 


Property  damage  to  Yorkonis  automobile 
while  parked  in  the  3700  block  of  Nichols 
Ave.  SE  , on  Dec.  5, 1955,  when  struck  by 
a tractor-trailer  assigned  to  the  Sanitation 
Division. 

Personal  injuries  (transverse  laceration 
across  bridge  of  nose)  when  her  head  went 
through  the  windshield  while  riding  as  a 
passenger  in  her  husband’s  car,  which  car 
struck  an  exposed  manhole  in  the  5200 
block  of  11th  St.  NE.,  on  Mar.  2S,  1954. 

Property  damage  to  1949  Cadillac  sedan  as 
the  result  of  a collision  with  a truck  as- 
signed to  the  Electrical  Division  at  the 
intersection  of  South  Dakota  Ave.  and 
Kennedy  St.  NE.,  on  June  28,  1957. 

Personal  injuries  (left  chest  wall  and  left 
breast)  as  the  result  of  a fall  in  the  tree 
space  at  26th  and  P Sts.  NW.,  on  Dec.  1, 


$364.60 


3, 000. 00 


297. 39 


750.00 


$364.60 


1,000.00 


297.  39 


500.00 


Wilbert  Brown  and  Haywood 
Broom. 


All-American  Insurance  Co. 
(Alonzo  Banks). 


Travelers  Insurance  Co. 
(Haley’s  Motor  Co.). 


1956. 

Personal  injuries  Oaceration  to  Mr.  Brown’s 
nose,  right  elbow,  shoulder,  and  back,  and 
sprain  of  left  ankle,  bruises,  and  lacerations 
to  Mr.  Broom)  and  property  damage  to 
Mr.  Broom’s  car  when  it  struck  a water- 
filled  depression  in  the  roadway  in  the  1800 
block  of  Corcoran  St.  NE.,  on  Sept.  6, 1955: 

Brown. 

Broom 

Total : 

Property  damage  to  insured’s  Pontiac  sedan 
when  struck  by  Sanitation  Division  trash 
truck  on  South  Dakota  Ave.  and  Riggs 
Rd.  NE.,  on  Jan.  9,  1956. 

Property  damage  to  insured’s  automobile 
when  struck  by  police  patrol  car  at  New 
Jersey  Ave.  and  K.  Sts.  S.E.,  on  June  14, 


25. 000.  00 

10. 000.  00 

251773 
721.  57 


1,800.00 
1, 000. 00 


2, 800.00 
251. 73 


621. 57 


1957. 


Mrs.  Mary  C.  Hill 
Edwin  S.  Sullivan. 


James  I.  and  Helen  C.  Eids- 
ness. 


Emma  Lawson 


Ella  Shapiro. 


Personal  injuries  (cuts  over  right  eye,  bruises 
on  shoulder,  hip,  and  leg)  as  the  result  of 
fall  on  sidewalk  on  18th  St.  NW.,  north  of 
New  York  Ave.,  on  May  4,  1957. 

Personal  injuries  (sprain  of  cervical  spine) 
and  property  damage  to  1954  Chevrolet 
station  wagon  as  a result  of  collision  with 
a tractor-trailer  truck  assigned  to  the  De- 
partment of  Corrections  on  the  14th  St. 
Bridge,  on  Mar.  29,  1956. 

Personal  injuries  to  Mr.  Eidsness  (broken 
right  leg)  and  claim  by  Mrs.  Eidsness  for 
loss  of  consortium  as  the  result  of  male 
plaintiff  falling  on  a defective  and  icy  side- 
walk in  the  2500  block  of  G St.  NW.,  on 
Jan.  27,  1956. 

Personal  injuries  (cerebral  concussion  and 
multiple  injuries)  as  the  result  of  a fall  on 
raised  place  in  the  sidewalk  in  front  of  407 
8th  St.  NE.,  on  June  14,  1956. 

Personal  injuries  (badly  scraped  instep)  re- 


Govemment  Employees  In- 
surance Co.  and  Mamie 
Jenkins 


ceived  as  result  of  fall  on  manhole  cover  at 
18th  and  U Sts.  SE.,  on  Nov.  14,  1957. 

Personal  injury  to  Mamie  Jenkins  (pain 
and  suffering  which  resulted  in  miscar- 
riage) , and  property  damage  to  automobile 
of  Brunsdon,  as  the  result  of  a collision 
with  a Department  of  Highways  and 
Traffic  truck  at  Alabama  Ave.  and  38th 
St.  SE.,  on  July  18,  1957: 

Government  Employees  Insurance  Co.. 
Jenkins 


Delano  Reginald  Hall 


Total 

Property  damage  to  1954  Mercury  sedan 
when  struck  by  Department  of  Sanitary 
Engineering  dump  truck  at  5th  and  H 
Sts.  NW.,  on  Oct.  1,  1958. 


Total 


2,500.00 

500.00 

2,500.00 

1,  350. 00 

90, 000. 00 

1,500.00 

25,  000. 00 

1, 750. 00 

300.  00 

300.00 

315.  00 

315.00 

3,  000.  00 

722.68 

1, 037.  68 
432.  99 

432.  99 

19, 813.  58 
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Judgments 

For  the  payment  of  final  judgments  rendered  against  the  District  of  Columbia, 

ns  set  forth  in  House  Document  No.  (86th  Cong.),  $30,219,  together  with 

such  further  sums  as  may  be  necessary  to  pay  the  interest  at  not  exceeding  4 
percent  per  annum  on  such  judgments,  as  provided  by  law,  from  the  date  the 
same  became  due  until  the  date  of  payment. 


Amount  of 
judgment 

Costs 

Total 

Robert  II.  Jones  v.  District  of  Columbia  

$5, 000 
15, 000 

$5, 000 
15, 000 
107 
81 

10, 031 

Annie  F.  Campbell  v.  District  of  Columbia 

The  Brookings  Institution  __  . 

$107 

81 

31 

District  of  Columbia  v.  Karsusky , et  al 

Dennett  v.  District  of  Columbia 

Total 

10, 000 

30, 000 

219 

30, 219 

Audited  Claims 

For  an  additional  amount  for  the  payment  of  claims,  certified  to  be  due  by 
the  accounting  officers  of  the  District  of  Columbia,  under  appropriations  the 
balances  of  which  have  been  exhausted  or  credited  to  the  general  or  special 
funds  of  the  District  of  Columbia  as  provided  by  law  (D.C.  Code,  title  47, 
sec.  130a),  being  for  the  service  of  the  fiscal  year  1958  and  prior  fiscal  years, 
as  set  forth  in  House  Document  No.  — (86th  Cong.),  $147,484,  together  with 
such  further  sums  as  may  be  necessary  to  pay  the  interest  on  audited  claims 
for  refunds  at  not  exceeding  4 percent  per  annum  as  provided  by  law  (act  of 


July  10, 1952,  66  Stat.  546,  sec.  14d). 

Operating  expenses,  National  Guard,  1954 $213.  85 

Compensation  and  retirement  fund  expenses,  1957 52,  713.  75 

Operating  expenses,  Recreation  Department,  1958 163.  72 

Operating  expenses,  courts,  1958 94,  391.  90 


Total 147,483.22 


League  of  Women  Voteks  of  the  District  of  Columbia 

STATEMENT  OF  MRS.  RICHARD  SIMONSON,  FIRST  VICE  PRESIDENT 

PREPARED  STATEMENT 

Senator  Pastore.  Now  we  have  Mrs.  Simonson, 
l am  a fast  listener ; I hope  you  are  a fast  reader. 

Mrs.  Simonson.  Yes,  Mr.  Pastore  I will  do  my  best. 

Senator  Pastore.  All  right. 

Mrs.  Simonson.  I am  Mrs.  Richard  Simonson,  first  vice  president 
of  the  League  of  Women  Voters  of  the  District  of  Columbia.  With 
your  permission  I will  file  this  statement  and  just  highlight  what  I 
consider  the  most  important  paragraphs. 

Senator  Pastore.  I will  appreciate  it. 

(The  statement  referred  to  follows :) 

Statement  of  League  of  Women  Voters  of  the  District  of  Columbia  on 
District  of  Columbia  Supplemental  Request  for  1959  by  Mrs.  Richard 
Simonson 

For  many  years  the  League  of  Women  Voters  of  the  District  of  Columbia  has 
appeared  at  public  hearings  on  the  regular  appropriation  bills  for  the  District. 
We  have  supported  programs  and  budget  items  which  our  members  have  studied 
and  agreed  upon.  We  have  also  testified,  when  appropriate,  for  the  taxes 
necessary  to  pay  for  these  programs.  This  is  the  first  time,  however,  that  the 
league  has  appeared  in  behalf  of  a supplemental  budget  request.  The  reason, 
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of  course,  is  fairly  obvious : the  present  supplemental  bill  is  of  unusually  critical 
importance  to  our  city. 

The  drastic  cut  by  the  House  of  Representatives  in  the  1959  supplemental 
funds  is  wholly  unjustified  and  will  have  very  serious  effects  on  some  municipal 
services  if  it  is  not  restored.  When  the  Congress  passed  the  pay  raise  measures 
in  the  last  session,  knowing  that  District  funds  could  not  meet  them,  we  believe 
that  the  Congress  automatically  assumed  a moral  obligation  to  provide  the  neces- 
sary money.  As  voteless  citizens,  we  have  no  political  weapons  with  which  to 
threaten  or  cajole;  we  can  only  appeal  to  your  conscience  and  moral  sense  to 
fulfill  such  an  obligation. 

We  are  relieved  that  the  House  on  the  floor  remedied  part  of  the  evil  done  by 
its  Appropriations  Committee.  However,  the  Department  of  Public  Health, 
which  has  been  of  particular  concern  to  the  League  of  Women  Voters  of  the 
District,  is  still  without  the  $170,000  it  requires  for  1959.  The  decision  to 
spread  the  necessary  personnel  reduction  among  all  3,000  employees,  giving  each 
a 3-day  furlough,  makes  the  impact,  perhaps,  sound  minor.  It  is  not  minor, 
though,  when  one  considers  the  type  of  services  involved.  If  you  are  a mother 
who  has  been  waiting  3 months  for  an  appointment  at  the  mental  health  clinic 
for  a troubled  child,  it  is  not  minor  to  find  the  appointment  postponed  until  the 
next  fiscal  year.  If  you  are  elderly  and  bedridden,  it  is  not  minor  to  have  the 
scheduled  visit  by  the  public  health  nurse  eliminated  because  she  has  been  fur- 
loughed. If  you  are  a needy  child  with  an  aching  tooth,  it  is  not  minor  to  find 
that  the  school  dental  clinic  is  closed  because  of  budget  difficulties.  If  you  are 
a patient  in  the  District  of  Columbia  General  Hospital,  it  is  not  minor  to  find 
the  shortage  of  nurses  and  attendants  suddenly  aggravated. 

We  all  can  and  should  applaud  the  devotion  of  some  Health  Department  em- 
ployees, such  as  those  at  the  Southwest  Health  Center,  who  will  volunteer  to 
work  uhpaid.  But  it  is  truly  a disgrace  and  a shame  for  the  Capital  of  the 
world’s  richest  Nation  to  have  to  accept  such  sacrifices  from  its  essential  workers 
in  peacetime. 

The  pending  cut  in  1959  funds  will  also  have  serious  results  in  the  next  fiscal 
year.  The  reduction  in  the  base  figures  will  wipe  out  most  of  the  limited  in- 
creases allowed  by  the  House.  The  postponement  of  maintenance  work,  the 
exhaustion  of  drugs  and  supplies,  the  elimination  of  equipment  purchases,  all 
the  expedients  forced  on  the  Department  by  this  cut  will  result  in  using  the  1960 
funds  to  make  up  this  backlog.  This  is  simply  robbing  Peter  to  pay  Paul.  In- 
stead of  making  steady  progress,  the  Health  Department  will  be  trying  to  catch 
up  to  where  it  was  before  the  distressing  House  action. 

Washington  citizens  are  concerned  about  the  budget  reductions  for  other  de- 
partments, notably  Public  Welfare,  but  I have  limited  my  remarks  to  health 
because  league  members  have  studied  it  more  closely.  We  appreciate  the  policy 
of  this  committee  in  regard  to  holding  open  hearings  and  are  particularly  grate- 
ful to  have  had  this  opportunity  to  express  to  you  the  earnest  wishes  of  the 
District  of  Columbia  League  of  Women  Voters  for  restoration  of  the  full  sup- 
plemental request  for  the  District. 

General  Statement 

Mrs.  Simonson.  I am  concentrating  on  the  Department  of  Public 
Health  because  this  is  where  the  members  of  the  League  of  Women 
Voters  have  given  considerable  sustained  study  and  we  are  particu- 
larly concerned  about  the  effects  of  the  cut  in  the  supplemental  funds 
for  this  Department. 

The  decision  to  spread  the  necessary  personnel  reductions  among  all 
3,000  employees  as  it  has  just  been  explained  to  you  by  Dr.  Finucane — 
giving  each  one  a 3-day  furlough — may  make  the  impact  sound  minor. 
But  we  feel  it  is  not  at  all  minor  if  we  consider  the  type  of  services 
that  will  be  affected. 

If  you  are  a mother  who  has  been  waiting  3 months  for  an  appoint- 
ment at  the  mental  health  clinic  for  a troubled  child,  it  is  not  minor  to 
find  the  appointment  postponed  until  the  next  fiscal  year.  If  you  are 
elderly  and  bedridden,  it  is  not  minor  to  have  the  scheduled  visit 
by  the  public  health  nurse  eliminated  because  she  has  been  furloughed. 
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If  you  are  a needy  child  with  an  aching  tooth,  it  is  not  minor  to  find 
that  t lie  school  dental  clinic  is  closed  because  of  budget  difficulties. 

If  you  are  a patient  in  District  of  Columbia  General  Hospital’,  it 
is  not  minor  to  find  the  shortage  of  nurses  and  attendants  suddenly 
aggravated. 

We  all  can,  should  applaud  the  devotion  of  some  Health  Depart- 
ment employees,  such  as  those  at  the  Southwest  Health  Center,  who 
have  said  they  will  volunteer  to  work  unpaid  if  necessary. 

But  we  feel  it  is  truly  a disgrace  and  a shame  for  the  Capital  of 
the  world’s  richest  Nation  to  have  to  accept  such  sacrifices  from  its 
^essential  workers  in  peacetime. 

We  have  testified  before  you,  Senator,  and  before  the  House  com- 
mittee trying  very  hard  to  get  certain  increases  in  services,  just  a 
few  have  been  allowed  by  the  House,  we  are  hoping  for  a little  better 
from  the  Senate. 

But  all  of  those  will  be  jeoparadized,  many  of  them  lost,  unless  the 
supplemental  funds  for  1959  are  restored.  We  feel  that  using  up 
drugs,  postponing  equipment  purchases,  and  all  these  other  expedients 
to  which  Dr.  Finucane  has  referred,  are  simply  robbing  Peter  to  pay 
Paul. 

That  is  not  economizing,  that  is  not  wise.  I won’t  take  more  than 
at  the  end  of  a long  day,  but  we  do  appreciate  the  policy  of  your 
committee  for  holding  open  hearings,  and  we  are  grateful  you  are 
willing  to  hear  citizens  even  at  this  late  hour. 

Senator  Pastore.  Its  an  honor  and  a pleasure  to  have  you  with  us. 

Mrs.  Simonson.  Thank  you  very  much. 

STATEMENT  OF  MRS.  HAROLD  N.  MARSH 

General  Statement 

Senator  Pastore.  Mrs.  Harold  N.  Marsh. 

Mrs.  Marsh.  Senator  Pastore,  I am  appearing  again  before  you. 
You  know  that  I am  a member  of  the  Citizens’  Advisory  Council  to 
the  District  Commissioners;  a member  of  the  District  of  Columbia 
Regional  Committee,  Health  and  Welfare  Council ; a member  of  the 
Advisory  Educational  Council  of  Freedmen’s  Hospital  School  of 
Nursing;  a member  of  the  Committee  on  the  Representation  of  In- 
digents, Judicial  Conference  of  the  District  of  Columbia  Circuit;  a 
member  of  the  Executive  Committee  of  the  Homemaker  Service ; and 
on  several  other  boards  in  the  field  of  health,  welfare,  and  education. 

Washington  has  been  our  home  since  1921 ; we  have  brought  up  our 
family  here,  and  three  of  our  sons  are  married  and  practicing  lawyers 
living  in  the  area.  We  have  many  grandchildren  and  we  are- deeply 
concerned  about  their  welfare.  My  interest  and  concern  over  the 
past  20  years,  while  working  as  a volunteer,  has  been  the  health  and 
well-being  of  the  people  of  Washington. 

Today  I represent  no  particular  group.  I speak  as  a long-time 
resident  of  this  city,  and  I speak  from  deep  conviction.  I am  sure 
you,  gentlemen,  are  as  anxious  as  we  who  appear  before  you  and  who 
live  here,  to  have  Washington  stand  out  in  splendor  as  the  Capital  of 
a great  Nation. 

This  afternoon,  convening  in  your  magnificent  new  Senate  build- 
ing, there  is  convincing  evidence  of  your  feeling.  Why  are  its 
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walls  of  marble,  its  furnishings  of  the  best?  Is  it  not  because  you 
have  determined  that  the  eyes  of  the  world  and  your  constituents  now 
pouring  in  from  all  parts  of  the  country  must  see  only  the  finest? 
Then  they  will  carry  home  the  conviction  that  this  is  indeed  a Capital 
City  to  be  proud  of. 

But  splendid  buildings,  monuments,  roads,  and  parks  must  have 
money  to  be  properly  maintained,  and  even  then  the  picture  will  not 
be  complete  unless  the  people  living  here  are  well  cared  for,  healthy, 
secure,  and  happy  people. 

This  will  only  come  to  pass  if  our  District  government  has  adequate 
funds  to  make  it  possible.  Our  officials  and  our  citizenry  are  troubled 
and  deeply  anxious  over  the  House  cut  of  $1.3  million  in  supple- 
mental spending  authority  of  District  of  Columbia  funds;  this  on 
top  of  a shortage  of  $4  million  in  Federal  money  for  pay  raises  is 
appalling. 

I quote  from  the  Post  of  April  2, 1959 : 

Is  the  country  in  such  bad  shape  that  it  can't  afford  to  let  playgrounds  in 
the  National  Capital  open  on  time?  Are  we  so  poor  that  3,000  Health  Depart- 
ment employees,  the  essentiality  of  whose  jobs  is  not  in  question,  must  go 
without  pay  for  even  3 days? 

The  Senate  simply  must  repair  the  thoughtless  butchery  of  the  supple- 
mental appropriation  bill,  and  somehow  persuade  the  House  that  it  has 
been  mistaken,  misguided,  or  both.  It  is  impossible  to  believe  that  any  Con- 
gressman can  really  think  there  is  wisdom  in  such  misgovernment — impossible 
to  think  that  any  who  voted  for  these  senseless  reductions  would  not  be  willing 
to  reconsider. 

And  right  here  I feel  there  is  an  argument  for  a change  in  our  local 
government.  When  it  is  possible  for  the  needs  of  Washington  to 
be  so  hurt,  it  is  past  time  for  central  responsibility  and  citizens’  par- 
ticipation. Our  Nation  was  built  on  the  rights  of  the  citizen. 

The  democratic  processes  of  self-government  should  prevail  in  the 
District  of  Columbia.  The  Congress  is  wrongfully  saddled  with  local 
governmental  details.  Our  congressional  friends  should  be  set  free 
from  this  burden.  The  U.S.  Senate  over  the  years  has  shown  a desire 
to  correct  injustices  under  which  the  Washingtonians  suffer.  The  citi- 
zens of  Washington  can  be  trusted  if  given  the  opportunity. 

And  now  let  me  turn  back  to  an  example  of  what  will  happen  if 
these  cuts  persist.  Without  sufficient  funds  to  pay  the  mandatory 
pay  increases  imposed  by  Congress  on  the  District,  our  Health  De- 
partment will  have  to  furlough  every  one  of  their  3,100  employees  for 
a minimum  of  3 days.  Think  what  this  will  do  to  the  service  for 
people. 

The  House  cut  of  $469,925  will  play  havoc  with  the  prenatal  clinic, 
cutting  down  sharply  on  care  to  maternal  cases ; it  will  curtail  the  im- 
munization program,  when  fewer  polio  shots  can  be  given;  it  elimi- 
nates the  three  physiotherapy  aids  asked  for  to  help  with  the  crippled 
children  at  the  new  Sharpe  Health  School,  an  item  of  around  $11,000. 

This  school  started  last  autumn  with  105  children,  there  are  now  en- 
rolled 160  children.  These  GS-3  aids  are  especially  needed  to  aid  the 
youngsters,  and  free  the  teachers  for  more  important  service. 

At  District  of  Columbia  General  Hospital,  where  the  medically  in- 
digent sick  must  be  taken  in  for  care,  owing  to  lack  of  personnel  there 
may  be  delay  in  diagnosis  and  treatment  possibly  entailing  most  un- 
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fortunate  consequences,  and  certainly  longer  hospitalization  at  added 
cost. 

I urge  your  consideration  of  these  grim  probabilities,  and  seek  your 
help  in  allowing  the  full  amount  of  the  supplemental  request  by  re- 
storing $469,925  to  the  Department  of  Public  Health. 

And  now  turning  to  an  example  in  the  Department  of  Welfare. 

There  was  a startling  news  story  on  the  front  page  of  yesterday 
morning’s  Post — an  account  of  the  escape  of  34  defective  youths  from 
the  Institution  for  Defective  Delinquents  at  Jessups,  Md. 

It  is  indeed  fortunate  that  this  did  not  happen  at  Children’s  Center, 
the  District’s  institution  at  Laurel,  Md.,  for  well  it  might  have.  In 
the  past  month  the  runaway  rate  has  doubled,  for  there  is  not  adequate 
staff  to  stop  planned  escapes. 

With  the  young  delinquents  spring  is  always  a period  of  great 
restlessness,  combined  with  resentment  over  confinement. 

There  are  more  fights,  some  injuries,  more  general  disturbance  at 
this  time.  Yet  the  staff  is  to  be  reduced  still  further  if  the  House  cuts 
in  the  supplemental  stand. 

At  Cedar  Knoll,  264  boys  and  172  girls,  all  delinquents  are  housed. 
Eight  guard  positions  were  specified  for  this  institution.  However, 
3 of  these  positions  are  frozen,  and  if  the  supplemental  money  is 
denied,  3 more  positions  will  be  dropped,  leaving  only  2 guards 
to  watch  over  these  436  delinquents. 

At  night  there  is  at  present  only  1 guard  to  watch  out  for  fire  or 
escape,  covering  18  buildings  and  178  acres  of  land. 

At  Maple  Glen,  which  houses  218  delinquents,  there  is  no  guard  at 
night. 

One  wonders  how  many  Washingtonians  realize  the  explosive  im- 
pact of  this  situation.  Certainly  it  gives  us  pause  for  thought,  and  I 
repeat  it  is  sheer  luck  that  Laurel  was  not  on  the  Post’s  front  page 
yesterday  along  with  Jessups,  Md. 

At  District  Training  School,  the  ratio  of  staff  to  the  mentally  re- 
tarded varies  in  the  adult  group  as  1 to  25  and  in  the  children’s  group 
as  1 to  12.  If  the  cut  in  funds  stands  the  ratio  may  jump  1 to  40.  Can 
you  imagine  caring  on  this  basis  for  these  unfortunates  many  of 
whom  have  to  be  dressed  and  spoon  fed  ? 

The  Department  of  Welfare  will  suffer  an  overall  loss  of  38  persons 
and  14  of  these  will  be  at  Children’s  Center. 

You  now  know  what  a critical  effect  this  will  have  on  these  institu- 
tions for  the  delinquent  and  the  mentally  retarded  children. 

I urge  your  consideration  of  the  Public  Welfare  needs  in  asking  you 
to  restore  the  $146,000  to  this  Department,  every  dollar  of  which  has 
been  justified. 

During  the  year,  I personally  visit  many  times  the  institutions  run 
with  Government  funds.  I know  the  department  heads,  and  many  of 
the  employees  working  under  them.  I know  of  their  faithful,  dedi- 
cated service.  I know  the  tools  they  must  have  in  order  to  be  effective. 

This  is  why,  Mr.  Chairman  and  members  of  this  committee,  I have 
come  before  you  today.  I plead  with  you  to  do  all  in  your  power  to 
restore  these  cuts  to  enable  the  District  government  to  adequately  take 
care  of  its  people. 

Thank  you  for  this  opportunity  to  be  heard.  I appreciate  your 
interest,  and  what  you  have  done  in  the  past,  and  what  I am  certain 
you  are  again  going  to  do  for  us  in  the  future. 
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Senator  Pastore.  Thank  you,  Mrs.  Marsh,  and  let  me  just  say  this: 
You  are  a credit  to  any  community. 

Mrs.  Marsh.  I am  awfully  interested.  Thank  you  for  listening. 

Health  and  Welfare  Council 

STATEMENT  OF  PHILIP  WERNER  AMRAM,  CHAIRMAN,  D.C.  REGION 

General  Statement 

Senator  Pastore.  Philip  Amram. 

Mr.  Amram.  Mr.  Chairman,  I am  appearing  here  as  the  chairman  of 
the  District  of  Columbia  region  of  the  Health  and  Welfare  Council 
and  I haye  been  for  the  past  year  either  chairman  or  president  of 
United  Community  Services,  the  predecessor  organization. 

We  are  the  customary  health  and  welfare  council,  or  federation  of 
charities  or  other  organizations  of  similar  name  which  represents  the 
volunteers  in  the  community  of  which  Mrs.  Simonson  and  Mrs.  Marsh 
are  distinguished  examples. 

Obviously  we  strongly  support  the  applications  for  the  health, 
welfare,  and  recreation  restoration.  I will  not  go  into  that.  It  has 
been  adequately  covered.  I want  to  make  one  very  important  point 
of  policy,  which  I think  has  not  appeared  in  previous  years  in  similar 
presentations. 

That  is  the  relationship  between  the  position  of  private  charity  and 
the  position  of  the  public  agencies  in  the  general  health,  welfare  and 
recreation  field. 

The  United  Givers'  Fund  this  year  in  its  campaign  of  last  Xovem- 
ber  and  December  raised  $6.6  million  approximately  which  is  the 
largest  amount  raised  here  I think  ever  in  the  history  of  Washington. 

After  allowing  for  Red  Cross.  USO  and  other  participants,  the 
Health  and  Welfare  Council  received  S3. 9 million  of  which  $2.6 
million  was  allocated  to  the  District  of  Columbia  charities,  the  bal- 
ance of  Si. 3 million  to  the  charities  of  the  two  Maryland  counties  and 
the  three  in  Virginia — Arlington,  Alexandria  and  Fairfax. 

This  two  million  six  resulted  in  the  underbudgeting  of  every  one 
of  the  charities  who  are  recipients  of  Red  Feather  money  in  the  Dis- 
trict of  Columbia. 

This  means  that  these  organizations  do  what  they  can  for  the  pur- 
pose of  taking  care  of  health,  recreation,  and  welfare  needs  of  those 
who  do  not  qualify  by  law  as  recipients  of  tax-supported  health,  rec- 
reation, and  welfare  functions. 

Therefore,  on  behalf  of  those  agencies,  we  have  an  enormous  in- 
terest in  the  adequate  appropriation  of  adequate  funds  for  the  public 
institutions.  As  you  know  very  well,  Mr.  Chairman,  through  your 
experiences  in  Rhode  Island  and  elsewhere,  there  has  grown  up  since 
the  depression  of  1931  a new  concept  of  health,  recreation,  and  wel- 
fare providing  for  a division  of  funds  between  public  funds  and  pri- 
vate funds.  And  the  private  funds  are  supposed  to  be  appropriated 
and  used  through  voluntary  giving,  through  Red  Feather  campaigns 
for  the  benefit  of  those  persons  who  are  in  need,  but  who  do  not  qualify 
legally  for  one  reason  or  another  as  eligible  recipients  of  public  funds. 

If  the  public  funds  are  inadequate  for  the  purpose,  these  people 
being  in  need  and  unable  to  supply  their  need  from  the  public  agen- 
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cies,  necessarily  turn  to  the  Salvation  Army  and  other  private  agencies 
for  relief. 

If  these  tremendous  cuts  are  retained,  which  I referred  to  in  my 
letter  addressed  to  you  and  Mr.  Hayden  and  which  I trust  will  be 
made  a part  of  the  record  the  result  will  be  an  extremely  large  addi- 
tional load  on  our  private  agencies  which  they  are  obviously  unable 
to  fulfill.  If  with  a total  budget  of  $2.6  million  we  are  presently 
underbudgeted  think  of  the  result  if  there  is  thrown  on  us  the  equiva- 
lent of  $300,000  or  $400,000  of  additional  obligations  to  persons  ob- 
viously in  need. 

This  will  means  10,  15,  or  20  percent  additional  load  above  that 
which  we  are  presently  unable  to  meet.  A second  point  in  the  same 
area. 

Several  of  the  public  institutions  operate  by  purchasing  services 
from  private  charity.  And  frequently  the  District  is  unable  for 
budgetary  reasons  to  pay  the  fair  cost.  I can  give  two  quick  illustra- 
tions. F irst,  the  District’s  Maternity  Home  for  indigent  patients  from 
the  Ionia  R.  Whipper  Home,  and  pays  $90  per  month. 

The  actual  cost  is  $165  per  month,  and  our  UGF  money  largely 
finances  this  deficit.  Secondly,  in  the  St.  Vincent’s  and  St.  Joseph’s 
Catholic  institutions  for  children  which  are  operated  at  very  low 
cost  because  they  are  operated  by  nuns,  the  District  pays  $55  per 
month  and  the  actual  cost  is  $112  per  month. 

UGF  money  largely  finances  this  deficit.  We  feel  there  is  an  obliga- 
tion to  the  450,000  people  or  more  who  contributed  to  the  United 
Givers’  Fund  to  see  that  their  money  is  used  for  the  purpose  for  which 
they  give  it,  namely,  not  for  the  maintenance  of  obligations  which  le- 
gally fall  within  the  concept  of  public  funds. 

And  that  our  funds  should  be  reserved  to  take  care  of  those  persons 
ineligible  for  public  assistance  of  various  kinds  and  who  need  assist- 
ance beyond  the  eligibility  rules.  Therefore,  I would  like  to  leave 
with  you  and  with  the  members  of  the  committee  the  thought  that  in 
determining  the  budget  of  the  District  for  health,  welfare,  and  recre- 
ation, there  is  a point  of  view  which  is  essential ; namely,  the  mainte- 
nance of  the  proper  relationship  between  the  private  contributors  of 
this  $6.6  million  and  these  peoples’  payments  for  those  who  live  or 
work  in  the  District  of  tax  money. 

They  give  to  the  United  Givers’  Fund  because  they  are  asked  to  give 
for  purposes  which  their  taxes  do  not  cover.  If  in  turn  this  money 
they  give  voluntarily  is  used  for  purposes  for  which  their  taxes  are 
supposed  to  be  paid  we  run  into  impossible  difficulties  in  the  soliciting 
of  red  feather  money  in  our  campaigns.  And  I urge  on  the  Congress 
and  made  the  same  point  before  the  House  committee,  that  the  Con- 
gress must  keep  in  mind  in  determining  these  health,  welfare,  and 
recreation  budget  items  the  maintenance  within  the  District  of  the 
appropriate  relationship  between  public  and  private  charity,  thank 
you  very  much. 

Senator  Pastore.  Thank  you  very  much,  Mr.  Amram,  for  a very 
fine,  an  excellent  presentation.  The  letter  to  which  you  referred  wiil 
he  placed  in  the  record  at  this  point. 
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(The  letter  referred  to  follows :) 


Health  and  Welfare  Council 
of  the  National  Capital  Area, 

Washington,  D.C.,  April  3, 1959. 

Hon.  John  O.  Pastore, 

U.8.  Senate,  Washington,  D.C. 


T)f,ar  Senator  Pastore:  The  District  of  Columbia  region  of  the  Health  and 
Welfare  Council  is  shocked  and  deeply  concerned  by  the  cut  of  $1.3  million  of  the 
supplementary  appropriation  to  the  District  of  Columbia.  If  this  cut  is  not 
restored,  it  will  result  in  suffering  by  the  poor,  the  aged,  the  ill,  and  the  disabled. 
It  will  cause  irreparable  harm  to  the  whole  community.  We  urge  the  restoration 
of  the  $1.3  million. 

The  Health  and  Welfare  Council  speaks  with  authority  based  on  experience. 
We  are  a voluntary  organization  of  over  1,500  citizens  and  200  agencies,  the 
central  planning  agency  for  health,  welfare,  and  recreation  services  throughout 
the  National  Capital  area.  We  budget  the  money  to  local  welfare  agencies  from 
the  United  Givers  Fund.  We  have  studied  health  and  welfare  services  provided 
by  the  public  agencies  and  by  the  voluntary  agencies. 

Two  items  illustrate  the  critical  and  drastic  effect  of  the  cut : 

The  sum  of  $146,000  was  cut  from  the  Department  of  Public  Welfare.  The  De- 
partment’s caseload  is  increasing  at  an  alarming  rate.  On  March  20,  1959,  the 
Department  of  Public  Welfare  carried  on  relief  11,125  cases.  This  is  over  25,000 
people.  The  11,125  cases  represent  an  increase  of  about  3,000  since  1955,  and  an 
increase  of  1,000  just  in  the  last  6 months. 

We  hear  daily  discussions  of  the  magnitude  of  petty  thievery,  pursesnatching, 
and  similar  cfimes.  Hunger  and  deprivation  bear  an  important  relationship  in 
this  area.  Yet  the  Department  of  Public  Welfare  has  been  forced  as  of  April  1 
to  cut  the  relief  grants  15  percent  below  the  standards  of  minimum  decent  sub- 
sistence. Voluntary  charity  has  no  resources  which  will  make  up  the  deficiency. 
We  are  sure  that  the  Police  Department  is  as  concerned  over  the  direct  effect 
of  this  cut  in  relief  standards  as  we  are. 

HWC  worked  for  over  5 years  to  get  relief  grants  at  the  full  amount  needed  for 
minimum  standards  of  decent  subsistence.  Ten  months  ago  the  Department  of 
Public  Welfare  was  able  to  raise  its  relief  grants  to  this  level.  This  appropria- 
tion cut  has  forced  the  Department  to  again  cut  its  grants  below  minimum  decent 
subsistence.  We  urge  the  Congress  to  approve  a supplementary  appropriation 
in  an  amount  sufficient  to  prevent  suffering  and  hunger  among  the  under- 
privileged in  our  community. 

An  amount  of  $470,000  was  cut  from  the  Department  of  Public  Health.  The 
Department  will  furlough  3,000  employees  for  3 days  as  a means  of  making  up 
this  cut.  This  is  the  loss  of  36  man-years  of  food  inspection,  of  milk  inspection, 
of  disease  control,  of  care  for  the  ill,  of  school  nursing  for  children,  and  so  on 
with  the  many  vital  services  of  our  Health  Department.  Emergency  reserves  of 
drugs  and  other  materials  will  be  used  up.  The  injury  to  our  community  from 
such  a cut  in  the  Department  of  Health  will  be  certain  and  insidious. 

We  implore  the  Congress  to  make  a supplementary  appropriation  to  the  District 
of  Columbia  in  keeping  with  our  realistic  and  urgent  needs. 

Sincerely, 


Philip  Werner  Amram, 
Chairman,  District  of  Columbia  Region. 


District  of  Columbia  Medical  Society 

STATEMENT  0E  HOWARD  S.  MADIGAN,  M.D.,  REPRESENTATIVE  OF 
THE  PUBLIC  HEALTH  COMMITTEE 


General  Statement 

Senator  Pastore.  Our  next  witness  is  Dr.  Howard  S.  Madigan. 
Dr.  Madigan.  Mr.  Chairman,  I am  Dr.  Howard  S.  Madigan  repre- 
senting the  committee  on  public  health. 

Senator  Pastore.  Give  me  an  idea  how  long  you  are  going  to  be. 
Doctor  ? 
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Dr.  Madigan.  About  3 minutes. 

Senator  Pastore.  Good.  I will  hear  you  throughout. 

Dr.  Madican.  I represent  the  Committee  on  Public  Health  of  the 
Medical  Society  of  the  District  of  Columbia.  The  privilege  of  ap- 
pearing before  you  in  support  of  restoration  of  supplemental  funds 
requested  for  this  fiscal  year  is  greatly  appreciated. 

It  is  1 ioped  that  this  testimony  will  emphasize  the  serious  and  detri- 
mental effect  which  the  proposed  reduction  of  the  supplemental  ap- 
propriation will  produce.  Of  particular  concern  to  us  are  the  Depart- 
ments of  Public  Health  and  Welfare,  two  phases  of  municipal  opera- 
tion which  are  vital  to  community  well-being. 

Each  group  which  voices  support  of  congressional  action  to  obviate 
the  reductions  in  personnel  and  services  necessary  to  comply  with 
presently  recommended  fiscal  restrictions  considers  full  restoration  as 
essential. 

However,  although  public  health  and  welfare  are  closely  inter- 
dependent and  cannot  really  be  separated,  we  realized  it  might  be 
necessary  for  you  to  utilize  a priority  system  in  considering  this 
problem. 

It  appears  prudent  therefore  to  focus  attention  on  one  facet  which 
should  be  accorded  high  priority,  namely,  the  Department  of  Public 
Health.  Lack  of  funds  in  this  area  can  endanger  public  health 
throughout  the  community  and  exert  an  adverse  effect  on  a major 
phase  of  Health  Department  function,  namely,  care  of  patients. 

The  varied  activities  of  the  Department  of  Public  Health,  embrac- 
ing as  they  do  the  maintenance  of  proper  standards  to  protect  the 
people  of  the  community,  the  conduct  of  programs  to  promote  good 
health,  and  the  care  of  the  sick,  are  continuously  in  operation. 

Particularly  with  respect  to  the  care  of  the  sick  this  is  a 24-hour-a- 
day.  seven-day-a-week  proposition. 

There  is  no  surplus  of  personnel  in  any  area  in  the  Health  Depart- 
ment but  on  the  contrary,  barely  adequate  number  of  people,  and  in 
some  instances  inadequate  numbers  of  personnel. 

If  the  measures  proposed  to  offset  the  lack  of  funds  are  implement- 
ed, namely,  furlough  of  employees  for  3 days  or  possibly  more  during 
this  quarter,  it  will  inflict  a severe  hardship  upon  the  Department, 
and  extremely  demoralizing  to  the  personnel. 

To  obviate  serious  personnel  deficiencies,  some  programs  will  have 
to  be  curtailed  or  discontinued ; authorized  personnel  cannot  be  hired, 
and  purchase  of  much-needed  equipment  must  be  deferred. 

These  effects,  coming  at  a time  when  our  Department  of  Public 
Health  is  on  the  threshold  of  real  progress  toward  achieving  proper 
standards  of  functions,  can  only  impose  greater  burdens,  which  indeed 
may  prove  insurmountable,  and  portend  a dismal  future. 

If  the  funds  which  are  needed  to  finance  pay  increases  authorized 
by  Congress  are  refused,  an  acute  situation  detrimental  to  public 
health  may  develop,  and  a long-term  impediment  to  progress  will  re- 
sult. 

Thus,  the  Department  of  Public  Health,  which  provides  such  essen- 
tial services  to  the  people  of  our  Nation’s  Capital,  faces  a critical  sit- 
uation. The  actual  and  potential  cost  in  terms  of  human  suffering 
and  danger  to  public  health  greatly  outweighs,  I believe,  the  monetary 
cost  involved  in  this  supplemental  request. 
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It  is  our  sincere  hope  that  this  committee,  realizing  the  vital  im- 
portance of  this  matter  to  the  citizens  of  the  District  of  Columbia,  will 
give  favorable  consideration  to  the  restoration  of  the  supplemental 
appropriation. 

Thank  you  for  the  opportunity  to  present  this  statement. 

Senator  Pastore.  Thank  you,  Doctor. 

National  Council  of  Jewish  Women 

STATEMENT  OP  MRS.  IVAN  P.  TASHOF,  PRESIDENT,  DISTRICT  OF 

COLUMBIA  SECTION 

General  Statement 

Senator  Pastore.  Now  w'e  have  Mrs.  Ivan  P.  Tashof.  Is  that  the 
way  you  say  it  ? 

Mrs.  Tashof.  Yes,  thank  you. 

I am  Mrs.  Ivan  P.  Tashof,  chief  of  the  National  Council  of  Jewish 
Women,  Washington  section. 

For  many  years  the  National  Council  of  Jewish  Women  urged  the 
Congress  to  make  relief  payments  meet  at  least  a minimum  standard 
of  subsistence.  Last  year  the  Welfare  Department  was  allowed  the 
principle  of  a 100  percent  of  a minimum  budget  for  these  payments. 

Now  the  House  cuts  in  our  supplementary  funds  puts  the  District 
back  where  it  was  10  months  ago.  If  a Government  undertakes  to 
keep  people  from  starving,  it  should  do  that,  not  just  prolong  the 
process. 

We  urge  you  to  restore  the  full  $9  million  in  supplemental  funds  for 
the  District  of  Columbia.  We  urge  you  to  do  this  for  the  welfare  of 
the  people  on  relief ; for  the  security  of  the  employees  of  the  District 
who  find  themselves  furloughed — after  a pay  raise  given  to  them  by 
Congress ; and  for  the  good  of  the  community  as  a whole,  which  can- 
not afford  to  curtail  essential  police,  health,  and  welfare  activities. 

Thank  you  very  much  for  this  opportunity  to  speak  to  you. 

Senator  Pastore.  Thank  you  very  much,  Mrs.  Tashof. 

COMMUNICATIONS  RECEIVED 

I have  received  a telegram  from  the  Eight  Reverend  Dun  of  the 
Episcopal  diocese  of  Washington  urging  the  appropriation  of  funds 
necessary  to  maintain  essential  services  of  the  city. 

This  telegram  will  be  made  part  of  the  record. 

The  record  will  also  show  at  this  point  letters  received  from  the  fol- 
lowing organizations  urging  the  restoration  of  funds  for  the  Depart- 
ment of  Health,  Welfare,  Recreation  and  other  activities : 

Mark  Winkler,  chairman  of  the  budget  committee,  Public  Health 
Advisory  Council;  Mary  Bourke,  acting  chairman,  Public  Welfare 
Advisory  Council;  Mary  Lee  McKenzie,  president,  Ben  W.  Murch 
Home  and  School  Association ; Barbara  B.  Luchs,  playground  chair- 
man, Ben  Murch  Home  and  School  Association;  Nathalie  Cox,  presi- 
dent, District  of  Columbia  Congress  of  Parents  and  Teachers  and  Mrs. 
John  E.  Lawyer,  legislative  chairman,  The  Health  School-Visiting  In- 
struction Parent  Teachers  Association  of  the  C.  Melvin  Sharpe  Health 
School;  George  M.  Pikser,  Jewish  Social  Service  Agency;  Mrs. 
Percival  J.  Abelman,  B’nai  B’rith  Council;  Andrew  Fowler,  the 
Baptist  Convention;  Mary  Werpe  (Mrs.  A.  D.) ; Rolland  G.  Lamens- 
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dorf,  Forest  Hills  Citizens  Association;  Quentin  Banks,  Federation 
of  Civic  Associations. 

These  will  be  made  part  of  the  record. 

(The  letters  referred  to  follow :) 


Washington,  D.C.,  March  26, 1959 . 

Hon.  John  O.  Pastore, 

Chairman,  Appropriations  Subcommittee  for  the  District  of  Columbia, 

U.S.  Senate: 

Today’s  Washington  Post  and  Times  Herald  story  of  the  refusal  of  the  House 
to  restore  the  supplemental  money  requested  by  the  District  with  the  resulting 
reduction  in  minimum  essential  services  for  this  city  and  actual  physical  depriva- 
tion for  24,000  needy  persons  prompts  me  to  urge  you  to  do  everything  in  your 
power  to  right  this. 

Rt.  Rev.  Angus  Dun, 
Episcopal  Diocese  of  Washington. 

(The  record  will  also  show  at  this  point  letters  received  from  the 
following  organizations,  urging  the  restoration  of  funds  for  the  De- 
partments of  Health,  Welfare,  Recreation,  and  other  activities: 

(Mark  Winkler,  Chairman,  Budget  Committee,  Public  Health  Ad- 
visory Council. 

(Mary  Bourke,  Acting  Chairman,  Public  Welfare  Advisory 
Council. 

(Mary  Lee  McKenzie,  president,  Ben  W.  Murch  Home  & School 
Association. 

(Barbara  B.  Luchs,  playground  chairman,  Ben  Murch  Home  & 
School  Association. 

(Nathala  Cox,  president,  District  of  Columbia  Congress  of  Parents 
and  Teachers. 

(Mrs.  John  E.  Lawyer,  legislative  chairman,  Health  School  Visit- 
ing Instruction  Parent  Teacher  Association.) 

(The  letters  referred  to  follow :) 

Public  Health 


Government  of  the  District  of  Columbia, 

Public  Health  Advisory  Council, 

Washington,  D.C.,  April  6,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 


My  Dear  Mr.  Chairman  : The  Public  Health  Advisory  Council  of  the  District  of 
Columbia  is  seriously  concerned  with  the  threat  of  the  curtailment  of  services  in 
the  Department  of  Public  Health.  This  curtailment  would  be  made  necessary 
by  the  action  of  the  House  of  Representatives  reducing  the  amount  necessary  for 
the  Department  of  Public  Health  in  the  second  supplemental  appropriation 
bill,  1959,  by  the  amount  of  $469,925.  Of  this  amount,  $293,985  is  for  direct  pub- 
lic health  and  hospital  services,  and  the  remainder  is  for  St.  Elizabeths  Hos- 
pital. 

Despite  every  economy  measure  by  the  Department  of  Public  Health,  a planned 
furlough  of  3,000  employees  for  a period  of  at  least  three  days  would  be  necessary 
to  compensate  for  the  reduction  in  available  funds.  This  reduction  of  9,000 
man-days,  concentrated  in  the  last  few  months  of  the  fiscal  year,  is  extremely 
hazardous  to  the  public  health  and  the  care  of  patients  at  District  of  Columbia 
General  Hospital  and  Glenn  Dale  Hospital. 

The  Public  Health  Advisory  Council,  representing  the  community  at  large, 
urgently  requests  that  your  committee  recommend  full  restoration  of  the 
$469,925.  We  feel  assured  that  you  and  your  committee  understand  how  vital 
to  all  of  us  residents  of  the  District  of  Columbia  are  the  clinical,  inspection, 
and  preventive  services  of  the  Department  of  Public  Health  and  will  give 
the  Department’s  request  your  utmost  consideration. 

Sincerely  yours, 


Mark  Winkler, 
Chairman,  Budget  Committee. 
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Public  Welfare 

Government  of  the  District  of  Columbia, 

Department  of  Public  Welfare, 

Washington,  D.G.,  April  6, 1959. 

Senator  John  O.  Pastore, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Pastore  : The  Public  Welfare  Advisory  Council  is  composed  of 
12  citizens  of  the  District  of  Columbia,  appointed  by  the  Commissioners  to  act 
in  an  advisory  capacity  to  the  Board  of  Commissioners  and  the  Director  of 
Public  Welfare  on  public  welfare  matters  affecting  the  general  public. 

The  Council  was  advised  that  the  $146,500  cut  ordered  by  the  House  of  Repre- 
sentatives on  the  supplemental  appropriation  request  for  the  fiscal  year  1959 
would  be  apportioned  as  follows  : 


Personal  services $.13,  500 

Public  assistance 133,  000 

Total 146,  500 


The  Director  of  Public  Welfare  advised  that  the  personal  services  reduction 
would  be  effectuated  by  furloughing  38  employees  for  30  days  each  and  that 
the  public  assistance  reduction  would  be  effectuated  by  an  across-the-board  cut 
of  15  percent  in  public  assistance  payments. 

The  Council  deplores  and  regrets  the  action  of  the  House  of  Representatives. 
It  respectfully  suggests  that  the  Senate  of  the  United  States  restore  these  cuts. 

Public  assistance  payments  are  made  to  those  unfortunates  who  are  unable 
to  work — the  aged,  the  disabled,  the  blind,  and  to  minor  children.  Although 
strict  regulations  control  their  eligibility  the  number  of  cases  continue  to  in- 
crease so  that  approximately  25,000  persons  in  the  District  of  Columbia  are, 
today,  the  recipients  of  public  assistance  payments.  They  are  paid  on  the  basis 
of  a standard,  which  itself  is  based  on  minimum  essentials.  Any  reduction  in 
payments  to  these  desperate  people  would  jeopardize  a most  important  com- 
munity service.  It  would  be  a false  economy. 

The  Bureau  of  Labor  Statistics  shows  an  increase  of  3.2  percent  in  the  Con- 
sumer Price  Index  from  February  1957  to  February  1959.  It  is  illogical  to 
reduce  minimum  payments  to  unfortunates  when  their  cost  of  living  has  in- 
creased. This,  we  believe,  would  be  difficult  to  explain  to  the  recipients  of 
public  assistance. 

Further,  we  believe  that  a reduction  of  public  assistance  payments  is  an  open 
invitation  to  increased  delinquency  and  crime.  An  economy  which  results  in 
increased  expenditures  for  correcting  thievery  and  deliquency  is  no  economy  at 
all. 

A recent  report  of  the  Director  of  Public  Welfare  showed  an  overall  reduc- 
tion of  the  number  of  children  involved  in  delinquent  acts.  We  do  not  believe 
that  this  salutary  record  should,  in  any  way,  be  jeopardized. 

We,  therefore,  earnestly  request  the  Senate  committee  to  restore  the  cuts 
made  in  the  supplemental  appropriation  request  for  the  fiscal  year  1959. 

Respectfully  submitted. 

Miss  Mary  Bourke, 

Acting  Chairman,  Public  Welfare  Advisory  Council . 


Recreation  Department 

Ben  W.  Murch  Home  & School  Association, 

Washington,  D.C.,  April  6,  1959. 

Senator  John  Pastore, 

Chairman,  Subcommittee  on  District  of  Columbia  Appropriations,  Senate  Office 
Building,  Washington,  D.C. 

Dear  Senator  Pastore  : The  executive  committee  of  the  board  of  the  Ben  W. 
Murch  Home  & School  Association  urges  the  restoration  of  funds  for  the  sup- 
plemental budget  of  the  District  of  Columbia  Recreation  Department. 

We  were  distressed  to  learn  that  due  to  the  cuts  recommended  by  the  House 
Subcommittee  on  District  of  Columbia  Appropriations,  Murch  was  among  the 
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playground  centers  scheduled  to  lose  its  recreation  program.  This  is  of  partic- 
ular concern  to  us  for  these  reasons  : 

(1)  Murch  parents  have  worked  for  the  30-odd  years  of  the  school’s 
existence  for  better  recreation  facilities  for  this  area  and  for  the  whole  city. 

(2)  The  Murch  School  population  is  more  than  750,  and  the  school  at- 
tendance district  covers  a wide  section  of  the  city  which  contains  no 
centrally  located  program  other  than  that  of  Murch.  The  removal  of  this 
recreation  program  means  that  the  nearest  developed  and  active  center 
will  he  more  than  a mile  from  Murch,  mostly  at  places  not  easily  accessible 
by  bus. 

(3)  Over  the  past  few  years  there  has  been  a great  increase  in  the  num- 
ber of  residential  units,  including  apartments,  and  therefore,  of  children 
in  this  neighborhood. 

(4)  With  the  assistance  of  other  citizens  groups  and  friends,  $800  of 
neighborhood-raised  money  has  been  invested  in  this  play  center,  and  we 
are  spending  another  $500  this  year  to  enhance  its  value  as  a recreation 
center.  We  have  built  three  new  pieces  of  play  equipment,  and  improved 
a strip  of  land  adjacent  to  the  school  which  was  loaned  us  by  the  National 
Park  Service. 

(5)  Plans  for  the  development  of  another  Recreation  Department-owned 
area  at  Chesapeake  and  Connecticut  have  been  hampered  by  lack  of  funds, 
and  will  probably  not  be  forthcoming  this  year,  if  at  all. 

(6)  Disturbing  incidents  in  our  neighborhood  have  threatened  the  safety 
of  our  schoolchildren  and  made  adequate  supervision  increasingly  impor- 
tant. 

The  Ben  Murch  School  is  located  at  36th  and  Davenport  Streets  N.W.,  in 
a so-called  privileged  section  of  the  city.  Residents  of  this  high-class  residential 
area  are  for  the  most  part  families  with  children  in  one  of  the  three  public 
schools  (Murch,  Deal,  and  Wilson).  You  may  recall  that  Deal  is  the  site  of 
the  prospective  Fort  Reno  Regional  Recreation  Center  which  has  been  sitting  for 
years  waiting  for  funds  to  develop  it. 

We  in  this  area  are  fortunate  in  having  land  which  can  be  developed  for  recrea- 
tional purposes.  We  are  also  blessed  in  the  generosity  of  our  neighbors  who 
have  made  possible  much  of  what  has  been  done  in  this  area  with  investments 
of  time  and  money,  in  addition  to  paying  relatively  high  taxes  and  thus  sup- 
porting city  services,  plus  contributing  to  charitable  and  civic  campaigns.  How- 
ever, everything  cannot  be  done  by  citizen  contribution  and  we  do  not  feel  that 
it  should.  The  services  provided  for  us  heretofore  by  the  District  of  Columbia 
Recreation  Department,  though  only  on  a part  time  basis,  filled  our  needs  and 
we  do  not  want  to  lose  them.  At  the  same  time  we  recognize  how  much  similar 
services  can  mean  to  less  privileged  areas  than  ours  who  will  now  have  to  do 
without  them  unless  the  funds  for  the  supplemental  budget  are  restored  to  the 
District  of  Columbia  Recreation  Department. 

We  sincerely  hope  your  committee  will  act  to  restore  these  funds  and  thereby 
restore  the  services  which  they  support. 

Sincerely  yours. 

Mrs.  C.  Stewart  McKenzie,  President. 


Recreation  Department 

April  6,  1959. 

Senator  Carl  Hayden, 

Chairman , Senate  Appropriations  Committee, 

Senate  Office  Building, 

Washington,  D.C. 

Dear  Senator  Hayden  : As  playground  chairman  of  the  Ben  Murch  Home 
and  School  Association,  and  as  a private  citizen  and  resident  of  the  Murch  area, 
I would  like  to  urge  restoration  of  Recreation  Department  supplemental  budget 
funds.  One  of  the  “casualties”  of  the  budget  cuts  recommended  by  the  House  was 
our  part-time  Recreation  Department  program  at  the  Ben  Murch  Elementary 
School.  This  program  ran  from  April  to  October  with  supervision  after  3 p.m. 
till  6 on  school  days,  all  day  on  Saturdays,  and  all  through  the  summer  months. 
It  was  scheduled  to  begin  Easter  week  but  due  to  a “freeze”  on  Recreation  Depart- 
ment positions  following  the  House  budget  cuts,  our  supervisor  could  not  be  hired 
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and  the  program  cannot  be  initiated.  We  have  had  this  program  for  several 
years,  and  it  is  the  only  one  in  our  neighborhood  within  walking  distance. 

Additionally,  2 years  ago  the  National  Park  Service  loaned  ns  a bit  of  land 
which  we  developed  with  our  own  PTA  funds  and  with  the  help  of  the  Kiwanis 
Club  of  northwest  Washington.  Over  the  2-year  period  $1,300  worth  of  equip- 
ment and  improvements  will  have  been  made.  This  is  important  because  prior 
to  that  the  playground  was  quite  barren  and  we  have  gone  to  a great  deal  of 
trouble  and  expense  to  develop  it.  Also,  I would  like  to  emphasize  that  in  a two- 
mile  square  area,  all  residential,  with  a good  deal  of  usable  ground,  there  has 
never  been  enough  Recreation  Department  money  to  provide  even  a ball  field. 
Our  Fort  Reno  Recreation  Center,  planned  for  years,  has  never  been  developed, 
nor  has  the  Forest  Plills  playground.  Residents  of  this  area  are  very  interested 
in  this  problem  and  have  backed  it  up  with  funds,  largely  through  Christmas 
tree  sales  and  other  such  projects.  They  would  do  even  more,  but  cannot  under- 
take some  of  the  larger  matters  such  as  provisions  of  qualified  supervision,  etc. 
This  we  could  formerly  count  on  from  the  Recreation  Department,  and  now  they 
are  not  in  a position  to  give  us  their  help. 

I might  add  that  certain  disturbing  incidents  in  this  neighborhood  (a  Murch 
child  was  almost  forced  into  a strange  car  recently),  and  accidents  on  the  play- 
ground after  school  hours,  make  our  parents  reluctant  to  let  their  young  children 
out  in  a completely  unsupervised  situation. 

We  urge  your  help  in  getting  funds  restored  to  the  D.C.  Recreation  Department 
which  will  benefit  the  whole  city,  as  well  as  our  area. 

Yours  sincerely, 


Mrs.  Wallace  Ltjchs,  Jr., 


Playground  Chairman,  Ben  Murch  Home  & School  Association. 


District  of  Columbia  Congress  of  Parents  and  Teachers, 

Washington,  D.C. , April  3,  1959. 

Senator  Carl  Hayden, 

Senate  Office  Building, 

Washington,  D.C. 


Dear  Senator  Hayden  : In  recent  weeks  the  membership  of  the  District  of 
Columbia  Congress  of  Parents  and  Teachers  has  been  very  much  concerned  about 
the  cuts  made  in  the  supplemental  funds  for  the  District  of  Columbia. 

As  an  organization  dedicated  to  the  improvement  of  our  public  schools,  we 
were  both  relieved  and  grateful  when  House  action  restored  enough  funds  to 
continue  the  normal  operation  of  the  schools  until  the  June  closing  date.  How- 
ever, as  an  organization  we  are  also  devoted  to  the  welfare  of  the  children  in 
this  city,  and  we  are  alarmed  at  the  significance  of  even  a comparatively  small 
cut  in  supplemental  funds  for  the  District.  Cutbacks  in  both  the  Health  and 
Welfare  Departments  will  impair  some  of  the  services  so  necessary  to  children. 
The  Welfare  Department  alone  will  feel  it  in  such  places  as  the  Child  Welfare 
Division,  the  Receiving  Home,  Junior  Village,  D.C.  Training  School  where  neces- 
sary furloughs  will  disrupt  the  personnel. 

For  this  reason  we  hope  that  the  Senate  Appropriations  Committee  will  restore 
a substantial  sum  to  the  supplemental  for  the  District  of  Columbia. 

Sincerely, 


Mrs.  C.  Rhodes  Cox, 

President,  District  of  Columbia  Congress  of  Parents  and  Teachers. 


The  Health  School- Visiting  Instruction  Parent  Teacher  Association  of  the 
C.  Melvin  Sharpe  Health  School  deplores  the  reduction  in  the  supplemental  ap- 
propriations for  the  District  of  Columbia  as  made  by  a special  deficiency  unit 
in  the  House  of  Representatives,  which  takes  $3.4  million  from  District  of 
Columbia  funds.  This  is  proper  action  to  be  taken  by  our  organization. 

Under  the  proposed  reduction  in  the  supplemental  funds  of  the  District  of 
Columbia  the  staff  of  the  C.  Melvin  Sharpe  Health  School,  including  the  visiting 
instruction  teachers,  will  be  drastically  affected.  Fourteen  of  the  teachers  are 
rated  “temporary.”  Three  positions  are  open  at  present  which  were  expected  to 
be  filled.  These  three  are  for  two  teachers  and  one  nursing  assistant,  and  one 
teacher  to  be  employed  to  fill  the  position  of  another  teacher  who  is  taking 
maternity  leave  early  in  April.  In  summation,  there  are  18  positions  which  will 
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be  affected  by  the  proposed  reduction  in  funds  and  the  resultant  loss  of  salaries. 

We  feel  that  the  curtailment  of  the  number  of  weeks  of  school  in  the  educa- 
tional program  is  most  undesirable.  We  object  most  strenuously  to  any  reduc- 
tion in  the  number  of  school  weeks. 

We  also  are  in  accord  with  the  Congress  of  Parents  and  Teachers  of  the  Dis- 
trict of  Columbia  in  their  protest  to  the  above-mentioned  reduction  in  the  District 
of  Columbia  funds,  and  add  our  protest  to  theirs. 

Be  it  therefore  resolved  that  the  Health  School- Visiting  Instruction  Parent 
Teacher  Association  of  the  C.  Melvin  Sharpe  Health  School  protests  to  the 
Congress  of  the  United  States  through  the  proper  committees  on  Appropriations 
the  proposed  reductions  of  $3.4  million  from  the  District  of  Columbia  supple- 
mental funds. 

Mrs.  John  E.  Lawyer,  Legislative  Chairman. 

Washington,  D.C. 


Washington,  D.C.,  April  7, 1959. 

Senator  John  O.  Pastore, 

Chairman  Subcommittee  of  the  Senate  Appropriations  Committee, 

Washington,  D.C.: 

The  B’Nai  B’rith  council  of  metropolitan  Washington  in  meeting  April  6 unan- 
imously adopted  the  following  resolutions  : 

1.  We  are  deeply  interested  in  the  health,  welfare  and  educational  needs  of 
your  community  and  we  urge  the  Senate  to  restore  the  cuts  made  by  the 
House  in  the  supplemental  funds  requested  by  the  District  of  Columbia  for  this 
fiscal  year.  2.  We  deplore  the  reduction  in  funds  for  mental  health  services 
from  the  proposed  budget  for  the  next  fiscal  year.  We  urge  a special  appro- 
priation. 

Mrs.  Perceval  J.  Ableman, 

President  B'nai  B'rith  Council  of  Metropolitan  Washington. 


Jewish  Social  Service  Agency  and  Jewish  Foster  Home, 


Washington,  D.C.,  April  8,  1959. 

Senator  John  Pastore, 

Chairman,  Subcommittee  for  Appropriations,  Senate  District  Committee,  Senate 
Office  Building,  Washington,  D.C. 


Dear  Senator  Pastore  : I have  been  authorized  by  the  executive  committee 
of  the  Jewish  Social  Service  Agency  to  write  you  expressing  our  strong  wish 
that  the  Senate  restore  those  funds  to  the  District  of  Columbia  appropriations 
bill  which  are  necessary  to  continue  the  programs  of  the  Department  of  Health 
and  Welfare. 

As  a social  agency  continuously  and  closely  involved  with  helping  people 
who  are  beneficiaries  of  both  programs,  we  can  tell  you  that  the  reductions, 
particularly  of  those  of  the  Department  of  Public  Welfare  will  cause  suffering, 
hardship  and  privation,  which  no  Senator  or  Congressman  would  knowingly 
inflict  upon  Americans.  I urge  you  to  do  all  in  your  power  to  remedy  this 
situation. 

Very  truly  yours, 


George  M.  Pikser, 
Executive  Director. 


The  Baptist  Convention  of  the  District  of  Columbia  and  Vicinity, 

April  8, 1959. 

Hon.  Carl  Hayden, 

Chairman,  Senate  Appropriations  Committee,  TJ.S.  Senate  Office  Building,  Wash- 
ington, D.C. 

Dear  Sir : The  members  of  the  Baptist  Convention  are  alarmed  because  of 
the  cuts  made  by  the  House  in  the  District’s  supplemental  spending  request  for 
this  fiscal  year.  We  are  particularly  disturbed  because  of  what  the  cut  will  do 
to  health,  education  and  welfare.  The  dangers  are  grave  and  manifold. 

In  the  interest  of  better  homes,  better  children  and  better  citizens,  we  hope 
you  will  use  your  influence  to  restore  necessary  funds  for  the  good  of  the 
community. 

Yours  sincerely, 

Andrew  Fowler. 
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April  6, 1959. 

Hon.  John  Pastore, 

■U.S.  Senate,  Washington,  D.C. 


Dear  Senator  Pastore  : As  you  are  chairman  of  the  Appropriations  Subcom- 
mittee in  handling  the  city’s  budget  for  the  District’s  current  fiscal  year  I trust 
you  will  give  the  situation  a thorough  analysis,  based  upon  the  other  side  of  the 
picture  namely  the  humanitarian  aspect. 

With  the  ever  increasing  inflation  and  spiraling  cost  of  living  in  the  Wash- 
ington, D.C.,  Nation’s  Capital  area,  it  seems  to  me  as  one  of  the  many  now 
caught  in  the  squeeze  (financially  speaking)  that  it  would  prove  to  be  penny 
wise  and  pound  foolish  to  legislate  such  an  austerity  program,  now  that  the 
currency  is  also  deflationary  in  value. 

At  this  hazardous  and  crucial  time  of  the  District  of  Columbia’s  allocation  of 
funds,  it  would  be  more  than  perilous  to  consider  anything  less  than  the  greatly 
needed  full  restoration  or  half  of  the  supplemental  replacement,  as  it  would 
•cause  undue  hardship  and  privation  among  the  needy,  to  say  the  least  of  chaos 
and  extremely  lowered  morale  among  the  city  employees  in  their  respective 
branches  of  government. 

If  I may  state  at  this  time,  many  of  the  presently  affected  people  have  been  in 
the  past  substantial  taxpayers  and  they  are  now  greatly  deserving  of  full  con- 
sideration, in  view  of  the  fact,  there  are  no  lucrative  positions  at  this  time  due 
to  the  economic  depression  we  are  suffering. 

Thanking  you  to  give  the  above  your  earnest  and  personal  attention,  along 
with  your  cooperative  colleagues,  I remain, 

Yours  very  truly, 


Mrs.  A.  D.  Werve. 


Forest  Hills  Citizens  Association,  Inc., 

Washington,  D.C.,  April  7,  1959. 

Senator  John  O.  Pastore, 

Chairman,  Senate  Subcommittee  on  District  of  Columbia  Appropriations, 

Senate  Office  Building,  Washington,  D.C. 


Dear  Senator  Pastore  : Last  night,  at  a regular  meeting  of  the  Forest  Hills 
Citizens  Association  held  at  Brandywine  Apartments,  4545  Connecticut  Avenue, 
NW.,  the  following  resolution  was  unanimously  passed  and,  as  president  of  the 
Forest  Hills  Citizens  Association,  I was  requested  to  forward  same  directly  to 


you. 

“Whereas  the  Forest  Hills  Citizens  Association  has  in  its  environs  three 
schools  and  one  proposed  recreation  area  to  serve  one  of  the  finest  residential 
areas  in  the  city,  with  a large  number  of  children  among  its  population ; and 

“Whereas  none  of  the  schools  or  the  recreation  area  have  been  developed  for 
the  use  of  these  children  for  recreational  purposes  after  school  hours  ; and 

“Whereas  it  has  been  brought  to  our  attention  that  the  single  part-time  rec- 
reation service  in  the  area  has  been  eliminated  due  to  congressional  fund  cuts ; 
and 

“Whereas  this  situation  applies  to  other  perhaps  less  privileged  areas  of  the 
city  as  well  as  to  ours.  Be  it  therefore 

“ Resolved , that  the  Forest  Hills  Citizens  Association  urges  installation  of  sup- 
plemental appropriation  for  the  Recreation  Department  of  the  District  of 
Columbia.” 

Respectfully  yours, 


Rolland  G.  Lamensdorf, 
President,  Forest  Hills  Citizens  Association. 


Federation  of  Civic  Associations,  Inc., 

W ashington,  D.C.,  April  7,  1959. 

Hon.  Carl  Hayden, 

U.S.  Senator,  Chairman  of  the  Supplemental  Appropriation  Hearing. 

Dear  Sir:  The  Federation  of  Civic  Associations,  Inc.,  of  the  District  of 
Columbia,  representing  39  organized  bodies  of  citizens  has  as  one  of  its  avowed 
purposes  the  promotion  of  good  and  efficient  government  in  the  District  of 
Columbia.  In  this  regard,  it  has  come  to  the  attention  of  the  federation  that  the 
second  supplemental  appropriation  bill  for  fiscal  year  1959,  as  approved  by  the 
House  of  Representatives,  has  severe  budgetary  reductions  from  the  requests  of 
the  District  of  Columbia. 
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We  understand  that  the  drastic  reductions  necessitate  the  curtailing  of  vital 
community  services  as  well  as  the  furloughing  of  large  numbers  of  employees  of 
the  several  departments  in  the  District  of  Columbia  government. 

In  view  of  the  efforts  and  appropriations  for  urban  renewal  and  redevelopment 
in  the  area,  it  is  somewhat  inconsistent  to  neglect  essential  services  sorely  needed 
to  maintain  decent,  wholesome,  and  healthy  living.  Unless  the  supplemental 
appropriations  are  restored  to  the  minimum  requests  of  the  District  of  Columbia 
government,  it  is  our  belief  that  the  reductions  will  have  the  latter  effect. 

We  are  confident  that  the  requests  of  the  Board  of  Commissioners  of  the 
District  of  Columbia,  is  predicated  upon  a sincere  and  diligent  effort  to  provide 
the  citizens  of  the  District  of  Columbia  with  efficient  government.  Nothing 
short  of  their  budgetary  requests  should  be  appropriated. 

Quentin  W.  Banks. 


Metropolitan  Baptist  Church, 

April  10,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Senate  Appropriations  Committee,  TJ.S.  Senate  Office  Building, 
Washing  toil,  D.C. 


Dear  Sir  : Because  of  the  extreme  high  cost  of  living  and  the  increasing  diffi- 
culty of  subsistence,  especially  for  many  of  our  aged  citizens,  we,  the  Civic  Action 
Committee  of  the  Baptist  Ministers’  Conference  of  the  District  of  Columbia  and 
vicinity,  are  asking  that  the  Senate  Appropriations  Committee  use  its  influence  to 
restore  the  money  cut  by  the  House  in  the  District’s  request  for  supplemental 
spending. 

Gratefully  yours, 


Civic  Action  Committee,  Baptist 
Ministers’  Conference, 

E.  C.  Smith,  Chairman. 

R.  R.  Robinson,  Secretary. 


Federal  Mediation  and  Conciliation  Service: 

Senator  Hill.  The  committee  has  received  a letter  from  the  Direc- 
tor of  the  Federal  Mediation  and  Conciliation  Service  advising  that 
the  Service  is  not  appealing  for  the  restoration  of  the  $25,400  reduc- 
tion made  by  the  House  in  its  supplemental  estimate.  The  letter  will 
be  printed  for  the  information  of  the  committee  and  of  the  Senate. 

(The  letter  referred  to  follows :) 

Federal  Mediation  and  Conciliation  Service, 

Office  of  the  Director, 
Washington,  D.C.,  April  13, 1959. 

Hon.  Lister  Hill, 

Chairman,  Labor,  Health,  Education,  and  Welfare  Subcommittee  of  the  Senate 
Committee  on  Appropriations,  U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Hill  : The  Federal  Mediation  and  Conciliation  Service  will  not 
request  restoration  of  the  10  percent  House  reduction  in  supplemental  funds  for 
fiscal  year  1959. 

Although  the  major  portion  of  the  reduced  amount  would  have  been  used  for 
constructive  purposes  in  our  operations  this  year,  we  will  temporarily  defer  the 
filling  of  vacant  positions  and  other  commitments  to  permit  absorption  of  the 
$25,400  reduction.  This  does  not  imply  that  a similar  reduction  may  be  made 
in  our  1960  budget,  as  our  projected  level  of  work  volume  and  financial  require- 
ments will  necessitate  the  full  amount  which  I have  requested  in  my  presenta- 
tion to  the  House  committee. 

Sincerely, 


Joseph  F.  Finnegan,  Director. 
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Wage  Board  Increases 
(See  p.  303) 

(The  following  revised  and  enlarged  statement,  in  addition  to  that 
appearing  on  p.  303,  regarding  wage  board  pay  increases  was  later 
received  from  the  Department  of  Health,  Education,  and  Welfare  in 
response  to  a request  from  the  committee :) 

Statement  on  Administration  of  Wage  Board  Pay  Increases 

Under  section  202(7)  of  the  Classification  Act  of  1949  (5  U.S.C.  1082(7) ) cer- 
tain types  of  employees  in  unskilled,  semiskilled,  or  skilled  manual  labor  occu- 
pations are  exempted  from  the  basic  compensation  schedules  of  the  act.  The 
pertinent  provisions  of  the  act  are  as  follows  : 

“Section  1082.  Positions  exempt. 

“This  chapter  (except  title  XII  shall  not  apply  to — 

***** 

“(7)  employees  in  recognized  trades  or  crafts,  or  other  skilled  mechanical 
crafts,  or  in  unskilled,  semiskilled,  or  skilled  manual-labor  occupations,  and 
other  employees  including  foremen  and  supervisors  in  positions  having  trade, 
craft,  or  laboring  experience  and  knowledge  as  the  paramount  requirement, 
and  employees  in  the  Bureau  of  Engraving  and  Printing  the  duties  of  whom 
are  to  perform  or  to  direct  manual  or  machine  operations  requiring  special 
skill  or  experience,  or  to  perform  or  direct  the  counting,  examining,  sorting, 
or  other  verification  of  the  product  of  manual  or  machine  operations : Pro- 
vided, That  the  compensation  of  such  employees  shall  be  fixed  and  adjusted 
from  time  to  time  as  nearly  as  is  consistent  with  the  public  interest  in  ac- 
cordance with  prevailing  rates : Provided  further,  That  whenever  the  Civil 
Service  Commission  concurs  in  the  opinion  of  the  employing  agency  that  in 
any  given  area  the  number  of  such  employees  is  so  few  as  to  make  prevail- 
ing rate  determinations  impracticable,  such  employee  or  employees  shall 
be  subject  to  the  provisions  of  this  chapter  which  are  applicable  to  positions 
of  equivalent  difficulty  or  responsibility.” 

It  is  further  provided  in  the  general  provisions  of  the  act  (5  U.S.C.  1072a) 
that  the  Civil  Service  Commission  is  authorized  to  issue  such  regulations  as 
may  be  necessary  for  the  administration  of  section  1082(7)  and  other  sec- 
tions. No  regulations  pertaining  to  the  development  or  administration  of  wage 
and  salary  schedules  for  the  employees  exempted  by  section  1082(7)  from  the 
basic  compensation  schedules  of  the  act  have  been  issued  by  the  Civil  Service 
Commission.  The  salary  and  wage  schedules  of  such  employees  are  determined 
by  each  department  of  the  Federal  Government  under  the  general  authority 
granted  to  the  head  of  each  department  by  5 U.S.C.  22  to  “prescribe  regula- 
tions, not  inconsistent  with  law,  for  the  government  of  his  department,  the 
conduct  of  its  officers  and  clerks,  the  distribution  and  performance  of  its  busi- 
ness, and  the  custody,  use,  and  preservation  of  the  records,  papers,  and  property 
appertaining  to  it.” 

The  authority  to  determine  wage  and  salary  schedules  for  exempted  occupa- 
tions, often  called  wage  board  or  prevailing  wage  rate  schedules,  has  been  dele- 
gated within  the  Department  of  Health,  Education,  and  Welfare  to  the  Di- 
rector of  Personnel,  the  Deputy  Director  of  Personnel,  and  to  the  Chief  and 
Assistant  Chief,  Operations  Branch,  Division  of  Personnel  Management.  In  the 
Washington,  D.C.,  area,  four  distinct  wage  and  salary  schedules  are  in  effect 
for  prevailing  wage  rate  employees  of  the  Department  of  Health,  Education, 
and  Welfare  and  its  constituent  agencies.  Each  of  the  schedules  is  arrived 
at  through  an  annual  survey  of  prevailing  wage  rates  for  similar  jobs  in  the 
Washington,  D.C.,  area.  The  surveys  are  made  in  cooperation  with  other  Fed- 
eral agencies  employing  similar  types  of  personnel.  In  general,  the  agency 
which  has  the  largest  number  of  such  employees  conducts  the  survey  and  de- 
velops the  new  schedule,  which  is  then  applied  by  the  other  agencies  involved. 
The  other  agencies  generally  contribute  personnel  to  aid  in  the  collection  of  wage 
rate  data. 

Employee  groups  are  also  consulted  in  determining  (1)  the  geographical  area 
to  be  covered  by  the  survey,  (2)  the  list  of  firms  from  which  wage  data  will  be 
sought,  and  (3)  key  jobs  for  which  data  will  be  sought. 

The  procedure  followed  for  each  schedule  in  the  Washington,  D.C.,  area  is 
outlined  below : 

■ (1)  Lithographic  wage  schedule  rates  are  set  on  the  basis  of  wage  surveys 
made  by  the  Interdepartmental  Lithographic  Wage  Board,  consisting  of  repre- 
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sontatives  of  all  Federal  Departments  and  Agencies  which  have  reproduction 
plant  employees.  Each  Department  contributes  data  collectors  to  aid  in  the 
collection  of  wage  rate  information.  The  Interdepartmental  Wage  Board  was 
established  by  voluntary  agreement  among  the  participating  Federal  agencies. 
The  schedules  established  by  the  Board  are  put  into  effect  by  the  participating 
agencies,  usually  without  change,  although  they  are  not  legally  binding. 

(2)  Regular  wage  schedules:  Trades,  crafts,  and  laboring  jobs  not  included 
in  the  lithographic,  food  service,  or  laundry  schedules  are  paid  on  the  regular 
wage  schedule.  The  rates  are  administratively  set  by  each  Department  on  the 
basis  of  prevailing  wage  rate  surveys  conducted  by  the  General  Services  Ad- 
ministration and  the  Navy  Department.  Other  Federal  agencies,  including 
the  Department  of  Health,  Education,  and  Welfare,  the  Veterans’  Administra- 
tion, the  Treasury  Department,  and  the  District  of  Columbia  furnish  personnel 
to  aid  in  the  collection  of  wage  data.  The  General  Services  Administration 
promulgates  a proposed  wage  and  salary  schedule,  which  is  generally  applied 
by  the  other  ihterested  agencies  without  significant  deviation. 

(3)  Food  service  wage  schedule:  The  Department  of  Health,  Education,  and 
Welfare  conducts  a periodic  survey  of  local  wage  rates  in  food  service  occupa- 
tions. The  Veterans’  Administration  and  the  District  of  Columbia  participate 
in  the  surveys.  The  wage  and  salafy  schedule  is  developed  by  the  Department 
of  Health.  Education,  and  Welfare,  and  is  applied  bv  the  Veterans’  Administra- 
tion and  the  District  of  Columbia  bv  informal  agreement  of  those  agencies. 

(4)  Laundry  workers  wage  schedule:  Surveys  of  wage  rates  of  local  laundry 
employees  are  conducted  by  the  Army  and  Air  Force  Wage  Board.  The  Depart- 
ment of  Health,  Education,  and  Welfare,  the  Veterans’  Administration,  and  the 
District  of  Columbia  participate  in  the  collection  of  data,  and  use  the  informa- 
tion provided  by  the  Army  and  Air  Force  Wage  Board  to  promulgate  wage  and 
salary  schedules  for  their  employees. 

Prevailing  rate  system  wage  and  salary  schedules,  when  increased  as  a result 
of  a survey,  are  required  by  law  to  be  put  into  effect  within  a reasonable  period 
of  time  after  a wage  survey  has  been  ordered.  The  pertinent  sections  of  Public 
Law  85-872,  enacted  by  the  85th  Congress  (72  Stat.  1696)  are  quoted  below’’ : 

“Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Connress  assembled,  That  each  increase  in  rates  of  basic 
compensation  granted,  pursuant  to  a wage  survey,  to  emnloyees  of  the  Federal 
Government  or  of  the  municipal  government  of  the  District  of  Columbia  w’hose 
compensation  is  fixed  and  adjusted  from  time  to  time  as  nearly  as  is  consistent 
with  the  public  interest  in  accordance  with  prevailing  rates  under  authority  of 
section  202(7)  of  the  Classification  Act  of  1949  (5  U.8  C.  10Q2(71)  or  section 
7474  of  title  10  of  the  United  States  Code  shall  become  effective,  as  follows : 

“(1)  if  the  wage  survey  is  conducted  by  a department  or  agency  (either  alone 
or  with  one  or  more  other  departments  or  agencies)  with  respect  to  its  own 
employees,  such  increase  shall  become  effective  for  such  employees  not  later  than 
the  first  dav  of  the  first  pav  period  w’hich  begins  on  or  after  the  forty-fifth  day, 
excluding  Saturdays  and  Sundays,  following  the  date  on  which  such  wage  sur- 
vey wms  ordered  to  be  made  ; and 

“(2)  if  the  wave  survey  is  conducted  by  a department  or  agency  (either  alone 
or  with  one  or  more  other  departments  or  agencies)  and  is  utiM'md  by  anv  de- 
partment or  agency  which  did  not  conduet  such  wage  survey,  such  increase  shall 
become  effective,  for  the  employees  of  the  department  or  agency  utilizing  such 
wrage  survev,  not  later  than  the  first  day  of  the  first  pay  period  which  begins  on 
or  after  the  twentieth  day,  excluding  Saturdays  and  Sundays,  following  the 
date  on  wrhich  the  department  or  agency  utilizing  such  wage  survey  receives  the 
data  collected  in  such  wTage  survey  and  necessary  for  the  granting  of  such 
increase.” 

WAGE  BOARD  PAY  INCREASES  AT  FREEDMEN’S  AND  ST.  ELIZABETHS  HOSPITALS 

The  wage  board  pay  increases  at  Freedmen’s  and  St.  Elizabeths  Hospitals, 
for  w’hich  supplemental  appropriations  for  fiscal  year  1959  have  been  re- 
quested. arise  from  new  food  service,  laundry,  and  regular  wage  schedules,  all 
of  which  became  effective  January  11, 1959. 

A survev  of  prevailing  wage  rates  in  food  service  occupations  was  conducted 
bv  the  Department  of  Health,  Education,  and  Welfare  November  24.  through 
December  5,  1958.  On  December  19,  1958,  a new  food  service  wage  schedule, 
effective  the  first  pay  period  after  January  2,  was  issued.  The  new  schedule 
called  for  an  average  pay  increase  of  approximately  12  cents  per  hour. 

A survey  of  laundry  pay  rates  was  conducted  by  the  Walter  Reed  Army 
Mendical  Center  for  the  Army-Air  Force  Wage  Board  from  November  12 
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through  December  1,  195S.  On  December  19,  1958,  the  Department  of  Health, 
Education,  and  Welfare  issued  a new  laundry  wage  schedule,  which  estab- 
lished a new  grade  structure,  but  no  increase  in  pay  rates,  to  be  effective  the 
first  pay  period  after  January  2. 

Surveys  of  other  pay  rates,  included  in  the  regular  wage  schedule,  were  car- 
ried out  by  the  Navy  Department  from  November  12  to  December  3,  1958,  and 
by  the  General  Services  Administration  from  November  19  to  December  18,  1958. 
A new  regular  wage  schedule  was  issued  by  the  Department  of  Health,  Educa- 
tion. and  Welfare  on  December  19,  1958,  to  be  effective  the  first  pay  period 
after  January  2,  1959.  The  new  schedule  called  for  an  average  pay  increase 
of  approximately  12  cents  per  hour. 

All  three  of  the  new  wage  schedules  established  a new  grade  structure  which 
resulted  in  a reduction  in  the  number  of  grades  above  grade  6.  Twenty-three 
grades  (WB-6  through  WB-28  and  above)  were  consolidated  into  12  new 
grades.  In  some  cases,  the  conversion  to  the  new  grade  structure  involved  pay 
increases. 

The  estimated  cost  of  putting  into  effect  the  pay  increases  and  grade  changes 
required  by  the  new  schedules  for  the  remainder  of  fiscal  year  1959  at  St. 
Elizabeths  Hospital  is  $95,000,  broken  down  as  follows  : 


Food  service  wage  schedule $33,  907 

Laundry  wage  schedule 263 

Regular  wage  schedule 60,  830 


Total 95,  000 


Of  this  amount  the  share  to  be  derived  from  appropriations  for  care  of  non- 
reimbursable patients  is  $19,000.  The  balance  of  the  wage  board  costs  will  be 
met  from  increased  reimbursements  for  care  of  reimbursable  patients. 

The  estimated  cost  of  putting  into  effect  the  new  wage  schedules  for  the 
remainder  of  fiscal  year  1959  at  Freedmen’s  Hospital  is  $20,500,  broken  down 


as  follows : 

Food  service  wage  schedule $8,  897 

Laundry  wage  schedule 943 

Regular  wage  schedule 10,  660 

Total 20.  500 


A supplemental  appropriation  for  the  full  amount  of  the  increase  has  been 
requested. 

Copies  of  the  new  wage  schedules  are  attached. 

Department  of  Health,  Education,  and  Welfare 

WAGE  AND  SALARY  SCHEDULES,  PREVAILING  RATE  SYSTEM  JOBS,  DEC.  19,  1958 

Food  service  wnge  schedule,  Washington,  D.C.,  metropolitan  area  1 


rshift  differentials:  2d  shift.  10  percent;  3d  shift,  10  percent.  Location:  Freedtren’s  Hospital,  St.  Eliza- 
1 heths  Hospital.] 


W grade 

Hourly  rates  of  pay 

W grade 

Hourly  rates  of  nay 

Step  1 

Step  2 

Step  3 

Step  1 

Sten  2 

Step  3 

1 

1,19 

1,25 

1,31 

11 

2. 4° 

2, 55 

2,  68 

L?6 

1.33 

1,40 

10 

2,76 

? , °0 

3.  05 

2 

1,35 

1.4° 

1.42 

13 

2,  95 

3.  i0 

3.  °6 

4 

1.43 

1,50 

1.58 

14 

3. 14 

3.30 

3.47 

1,50 

1,58 

1,6b 

15 

3.34 

3.  5? 

3,70 

A 

1,  65 

1,74 

1,8.3 

16 

3.57 

3.  76 

3,  95 

7 

1.81 

1,<>0 

2,00 

17 

3,  81 

4,  01 

4,  21 

8 

1,95 

2,05 

2,t6 

9 

2,11 

2,  oo 

2,33 

10 

2,  26 

2,38 

2,c0 

i Supersedes  food  service  wage  schedule  dated  Mar  17, 1958. 

Note— To  be  effective  at  the  beginning  of  the  1st  pay  period  after  Jan  2,  1959. 


Wtlltam  Director, 
Assistant  Chief,  Operations  Branch . 
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Regular  wage  schedule,  Washington,  D.C.,  metropolitan  area  1 


[Shift  differentials:  2d  shift,  10  percent;  3d  shift,  10  percent] 


W grade 

Hourly  rates  of  pay 

W grade 

Hourly  rates  of  pay 

Step  1 

Step  2 

Step  3 

Step  1 

Step  2 

Step  3 

1 

1.28 

1.35 

1.  42 

10 

2 49 

2 62 

2 75 

2 

1.45 

1.53 

1.  61 

11 

2 58 

2 72 

2 86 

3 

1.  62 

1.  71 

1.80 

12 

2.  76 

2 90 

3 05 

4 

1.  79 

1.88 

1.  97 

13 

2 95 

3 10 

3 26 

5 

1.96 

2.  06 

2. 16 

14 

3 14 

3 30 

3 47 

6 

2.  06 

2. 17 

2.  28 

15  . . 

3 34 

3 52 

3 70 

7 

2. 17 

2.  28 

2.  39 

16 

3.  57 

3 76 

3 95 

8 

2.  28 

2.  40 

2.  52 

17  . 

3 81 

4.  01 

4.  21 

9 

2.  38 

2.  51 

2.  64 

• Supersedes  regular  wage  schedule  dated  Mar.  14,  1958. 

Note— To  be  effective  at  the  beginning  of  the  1st  pay  period  after  Jan.  2,  1959. 


William  Director, 

Assistant  Chief,  Operations  Branch. 


Laundry  wage  schedule,  Washington,  D.C.,  metropolitan  area  1 


[Shift  differentials:  2d  shift,  10  percent;  3d  shift,  10  percent] 


W grade 

Hourly  rates  of  pay 

W grade 

Hourly  rates  of  pay 

Step  1 

Step  2 

Step  3 

Step  1 

Step  2 

Step  3 

1 

1.00 

1.05 

1. 10 

10 

2. 09 

2.  20 

2. 31 

2 

1.04 

1.09 

1. 14 

11 

2. 42 

2.  55 

2.  68 

3 

1.07 

1. 13 

1. 19 

12 

2.  76 

2.  90 

3. 05 

4 

1. 11 

1. 17 

1.23 

13 

2.  95 

3. 10 

3.  26 

5 

1. 15 

1.  21 

].  27 

14 

3. 14 

3.30 

3.  47 

6 

1.23 

1.29 

1.35 

i5.: 

3.34 

3.52 

3.  70 

7 

1.35 

1.42 

1.49 

16 

3.  57 

3.  76 

3.  95 

8 

1.  51 

1.59 

1.67 

17 - 

3.  81 

4.  01 

4.  21 

9 

1.79 

1.  88 

1.  97 

1 Supersedes  laundry  wage  schedule  dated  Mar.  17, 1958. 

Note — To  be  effective  at  the  beginning  of  the  1st  pay  period  after  Jan.  2,  1959. 

William  Director, 

Assistant  Chief,  Operations  Branch. 


COMMITTEE  recess 

Senator  Pastore.  Is  there  anyone  else  who  cares  to  be  heard? 
There  being  none,  the  hearing  will  come  to  a close  and  thank  you  very 
much. 

(Whereupon,  at  6 :35  p.m.,  Wednesday,  April  8,  1959,  the  hearing 
recessed,  to  reconvene  at  10  a.m.,  Thursday,  April  9,  1959.) 
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1959 


THURSDAY,  APRIL  9,  1959 

U.S.  Senate, 

Committee  on  Appropriations, 

T V ashing  ton,  D.C. 

The  committee  met  at  10  a.m.,  pursuant  to  recess,  in  room  1224, 
New  Senate  Office  Building,  Hon.  Carl  Hayden  (chairman)  pre- 
siding. 

Present : Chairman  Hayden,  Senators  Ellender,  Holland,  Stennis, 
Saltonstall,  Young,  Mundt,  Smith,  Dworshak,  and  Allott. 

MUTUAL  SECURITY  PROGRAM 
Development  Loan  Fund 

STATEMENTS  OF  HON.  CHRISTIAN  A.  HERTER,  ACTING  SECRETARY 
OF  STATE,  AND  HON.  DEMPSTER  MeINTOSH,  MANAGING  DIREC- 
TOR, DEVELOPMENT  LOAN  FUND,  ACCOMPANIED  BY  HON.  WIL- 
LIAM B.  MACOMBER,  JR.,  ASSISTANT  SECRETARY  OF  STATE  FOR 
CONGRESSIONAL  RELATIONS;  JOHN  0.  BELL,  SPECIAL  ASSISTANT 
FOR  MUTUAL  SECURITY  COORDINATION;  HART  PERRY,  DEPUTY 
MANAGING  DIRECTOR  FOR  LOAN  OPERATIONS,  DEVELOPMENT 
LOAN  FUND;  AND  JOHN  E.  MURPHY,  ASSISTANT  DEPUTY  DI- 
RECTOR-CONTROLLER, INTERNATIONAL  COOPERATION  ADMINIS- 
TRATION 

Introduction  of  Member  of  German  Parliament 

Chairman  Hayden.  The  committee  will  be  in  order. 

It  may  interest  members  of  the  committee  to  know  that  the  Demo- 
cratic member  of  the  German  Parliament  is  present  today,  Mr.  Hans 
Mertn.  I wish  he  would  stand  up  so  the  committee  could  see  him. 
[Applause.] 

We  have  this  morning  the  Acting  Secretary  of  State,  Mr.  Christian 
A.  Herter,  who  will  testify  on  the  Development  Loan  Fund. 

You  may  proceed,  Mr.  Secretary. 

Amount  Requested 

Mr.  Herter.  Mr.  Chairman,  I welcome  this  opportunity  to  appear 
before  you  today  in  support  of  the  President’s  request  for  a mutual 
security  program  supplemental  appropriation  of  $225  million  for  the 
Development  Loan  Fund.  I urge  your  approval  of  the  full  amount 
of  this  request  which  we  regard  as  essential  if  the  Development  Loan 

639 

38932—59 41 


640  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  195  9 

Fund  is  to  continue  as  an  effective  instrument  in  support  of  our  policy 
of  achieving  economic  development  in  the  less  developed  areas. 

I shall  speak  today  principally  on  the  importance  of  the  Develop- 
ment Loan  Fund  to  our  foreign  policy.  Under  Secretary  Dillon, 
who  is  both  Coordinator  of  the  mutual  security  program  and  Chair- 
man of  the  Board  of  the  Development  Loan  Fund,  had  hoped  to  be 
here  to  discuss  the  Fund’s  loan  record  and  policies.  As  you  know, 
however,  lie  is  now  in  New  Zealand  representing  the  United  States  at 
the  annual  meeting  of  the  Southeast  Asia  Treaty  Organization. 

(See  letter  from  Mr.  Dillon,  pp.  948-949.) 

Mr.  Herter.  Mr.  Dempster  McIntosh,  Managing  Director  of  the 
Development  Loan  Fund,  is  here  and  will  discuss  the  details  of  its 
operations  with  you. 


OBJECTIVES  OF  FOREIGN  POLICY 

The  Development  Loan  Fund  is  an  important  instrument  of  our 
foreign  policy.  Therefore,  before  I take  it  up  directly,  let  me  refer 
briefly  to  the  underlying  objectives  of  our  foreign  policy  to  which  it 
relates.  I believe  there  are  three  which  stand  out : 

First,  we  are  trying  to  establish  a stable  world  order,  built  on  a 
durable  peace. 

Second,  we  are  encouraging  the  economic  growth  of  free  nations, 
for  both  practical  and  humanitarian  reasons. 

Our  third  objective  is  to  gain  ever- widening  acceptance  of  the  idea 
of  freedom  and  the  dignity  of  the  human  individual. 

ROLE  OF  ECONOMIC  DEVELOPMENT  IN  OUR  FOREIGN  POLICY 

There  are  many  means  by  which  we  seek  to  achieve  these  objectives, 
but  economic  development  in  the  less  developed  areas  plays  an  essen- 
tial role  in  the  attainment  of  all  of  them.  The  economic  hopes  and 
aspirations  of  the  peoples  of  the  less  developed  areas  are  powerful 
realities  of  our  era  and  pose  a challenge  for  the  entire  free  world. 
These  hopes  and  aspirations  manifest  themselves  in  an  economic  and 
social  revolution  which  is  sweeping  the  underdeveloped  two-thirds  of 
the  free  world.  We  cannot  ignore  this  revolution  because  its  out- 
come is  important  to  our  own  security  and  welfare.  The  great  ques- 
tion of  the  age  is  whether  the  peoples  of  these  underdeveloped  areas 
will  choose  to  progress  through  instruments  furthering  individual 
liberty  and  democratic  principles  or  adopt  instead  a totalitarian 
system.  The  Sino-Soviet  bloc  is  well  aware  of  the  opportunities  pre- 
sented by  this  situation.  In  the  last  4 years  Communist  economic 
assistance  to  a selected  few  of  the  less  developed  countries  has 
amounted  to  $1.7  billion.  Furthermore,  such  assistance  is  increasing 
and  the  area  of  its  coverage  is  expanding. 

COMMUNIST  PRESENCE  ONLY  INTENSIFIES  PROBLEM 

I wish  to  stress  however  that  the  efforts  of  Communist  imperialism 
to  use  the  aspirations  of  the  less  developed  areas  to  further  its  own 
purposes  only  serve  to  intensify  the  challenge  before  us.  The  need  to 
help  other  people  on  a long-term  sound  financial  basis  would  exist, 
because  of  the  revolutionary  nature  of  these  aspirations,  even  if  the 
threat  of  communism  and  the  Soviet  bloc  were  not  present.  It  is 
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therefore  in  the  interests  of  the  United  States  to  help  these  people 
consolidate  an  economic  base  upon  which  to  build,  in  freedom,  their 
political  and  social  institutions. 

THE  DEVELOPMENT  LOAN  FUND  ! AN  INSTRUMENT  OF  OUR  FOREIGN  POLICY 

The  points  which  I have  just  outlined  were  well  known  to  the  Sen- 
ate Special  Committee  on  Foreign  Aid,  including  the  distinguished 
chairman  and  ranking  minority  member  of  your  own  committee,, 
which  2 years  ago  made  a thorough  examination  of  the  foreign  aid 
program.  That  committee  recommended  the  establishment  of  a de- 
velopment loan  institution  to  assist  the  economic  growth  of  the  less 
developed  areas  on  a sound  and  businesslike  loan  basis.  The  Devel- 
opment Loan  Fund  was  proposed  by  the  President  and  created  by  the? 
Congress  as  that  institution. 

The  Congress  in  establishing  the  Development  Loan  Fund  stressed 
its  importance  as  an  instrument  of  national  policy,  stating  that  “the 
progress  of  free  peoples  in  their  efforts  to  further  their  economic  de- 
velopment, and  thus  to  strengthen  their  freedom,  is  important  to  the 
security  and  the  welfare  of  the  United  States.” 

RESOURCES  OF  THE  DEVELOPMENT  LOAN  FUND 

The  Development  Loan  Fund  assists  the  economic  development 
of  free  peoples  by  providing  loan  financing  for  economically  and  tech- 
nically sound  projects.  For  this  task  the  Congress  authorized  appro- 
priations of  $500  million  to  be  available  for  use  beginning  in  fiscal 
year  1958  and  $625  million  to  become  available  in  fiscal  year  1959. 
Under  these  authorizations  $300  million  was  appropriated  for  use 
beginning  in  fiscal  year  1958  and  the  executive  branch  last  spring  re- 
quested that  the  full  $625  million  authorized  be  appropriated  for  use 
beginning  in  fiscal  year  1959. 

At  that  time,  however,  the  DLF  had  only  a few  months  of  operat- 
ing experience  and  it  was  understandable  that  many  members  of  the 
Appropriations  Committees  felt  more  time  would  be  required  for  the 
DLF  to  establish  its  capacity  to  make  effective  use  of  the  full  sum 
authorized.  Therefore,  the  conference  committee  on  mutual  security 
program  appropriations  decided  to  appropriate  only  $400  million  at 
that  time.  A number  of  members,  however,  felt  that  with  growing 
experience  the  Development  Loan  Fund  could  effectively  use  addi- 
tional funds.  Therefore,  there  was  included  in  the  conference  report 
an  expression  of  doubt  regarding  the  sufficiency  of  the  $400  million 
appropriation  and  the  statement  that  “if  additional  funds  are  needed 
next  January  * * * the  Appropriations  Committees  of  the  House 
and  Senate  will  give  earnest  consideration  to  the  recommendations  of 
the  Executive  in  view  of  the  importance  of  maintaining  our  friendly 
relations  with  countries  with  whom  we  have  undertakings.” 

NEED  FOR  ADDITIONAL  RESOURCES 

The  request  now  before  you  is  made  at  this  time  for  the  very  simple 
reason  that  the  Fund  now  has  committed  or  pledged  virtually  all  of 
the  $700  million  of  previous  appropriations  and  therefore  substan- 
tially no  more  capital  is  available  for  lending — and  it  may  be  some 
5 months  before  funds  from  the  fiscal  year  1960  appropriation  can 
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lx*  expected.  The  facts  are  that  today,  18  months  after  it  was  created, 
t Ik*  Development  Loan  Fund  has  approved  loans  and  commitments 
totaling  $698  million  out  of  total  applications  of  almost  $3.0  billion. 
Alter  allowing  for  administrative  expenses,  only  about  $800,000  now 
remains  uncommitted.  Today,  having  approved  almost  $700  million 
of  loans  and  discarded  about  $830  million  of  applications  as  not  being 
suitable  for  its  financing,  the  Fund  still  has  on  hand  almost  $1.5 
billion  of  requests  waiting  for  consideration — and  it  has  effectively  no 
resources  to  approve  further  loans  until  additional  funds  are  appro- 
priated. 

AVAILABLE  FUNDS  ALL  COMMITTED 

Let  me  explain  this  precisely,  because  you  may  have  heard  it  argued 
that  the  Development  Loan  Fund  needs  no  new  capital  because  it  has 
not  obligated  all  currently  available  funds. 

The  difference  here  is  between  a commitment  and  an  obligation. 
Like  the  Export-Import  Bank  and  other  similar  Government  lending 
agencies,  the  Development  Loan  Fund  considers  any  outstanding 
commitment  or  promise  to  make  a loan  a charge  against  its  capital. 
Once  the  Fund  has  committed  a portion  of  its  capital  to  one  borrower, 
it  cannot  commit  that  portion  to  another  borrower.  When  all  its 
available  capital  has  been  committed,  it  simply  cannot  authorize  new 
loans. 

These  commitments  take  place  when  a loan  has  been  approved  by 
the  Board  of  Directors  of  the  Fund  and  a formal  letter  of  commit- 
ment is  given  to  the  prospective  borrower.  This  letter  constitutes 
the  pledged  word  of  the  United  States.  At  this  point  funds  are 
committed  and  are  not  available  for  any  other  use  even  though  a loan 
agreement  technically  obligating  the  money  remains  to  be  negotiated. 
When  the  highly  detailed  loan  agreement  is  negotiated  and  signed, 
all  the  legal  formalities  of  obligation  are  fully  completed — but  the 
commitment  by  the  United  States  runs  from  the  date  when  its  written 
word  is  given  in  the  letter  to  the  borrower. 

Senator  Saltonstall.  The  letter  of  advice  would  be  the  technical 
term  ? 

Mr.  Herter.  I think  Mr.  McIntosh  can  give  you  every  detail  in 
connection  with  it. 

LOAN  PROCEDURE 

Mr.  McIntosh.  When  the  Board  of  the  Development  Loan  Fund 
approves  a loan,  then  the  staff  of  the  Development  Loan  Fund  pre- 
pares a letter  of  advice  which  is  addressed  to  the  borrower  advising 
him  that  our  Board  has  approved  a loan  for  such  and  such  and  under 
such  terms.  At  that  time,  we  publicly  announce  the  loan  and  the 
loan  is  also  publicly  announced  by  the  recipient  in  the  field. 

That  is  the  same  practice  which  is  followed  by  the  Export-Import 
Bank  and  by  the  World  Bank.  At  the  time  that  our  Board  approves 
a loan,  as  Secretary  Herter  has  stated,  we  consider  that  those  funds 
are  committed  and  not  available  for  loan  to  anyone  else. 

Senator  Holland.  Following  that  letter  of  advice  or  commit- 
ment, there  ensues  a negotiation  of  a formal  contract  between  the 
Development  Loan  Fund  and  the  borrowing  nation,  is  that  correct? 

Mr.  McIntosh.  Yes,  sir. 
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Senator  Holland.  Has  there  been  any  case  where  negotiations 
failed  when  the  letter  was  issued  ? 

Mr.  McIntosh.  We  have  no  loan  agreement  at  the  time  the  letter 
of  advice  is  issued.  Each  loan  agreement  is  written  up,  prepared  by 
our  General  Counsel's  Office  separately.  When  we  issue  a letter  of 
advice,  the  basic  terms  have  been  discussed  with  the  borrower  and 
more  or  less  accepted  but  the  formal  loan  agreement  has  not  yet  been 
signed,  but  we  have  had  no  cases  as  yet  where  it  has  not  been  possible 
to  execute  a loan  agreement. 

Senator  Holland.  I am  familiar  with  the  practices  you  mention  in 
connection  with  the  Export-Import  Bank  and  the  International  Bank, 
but  I have  heard  in  both  of  those  cases  of  difficulties  in  negotiating 
the  terms  of  the  actual  agreement  and  I wondered  if  you  had  run 
into  that  situation  in  any  of  the  negotiations  which  you  have  had 
up  to  now. 

Mr.  McIntosh.  Yes,  we  have  run  into  some  difficulties,  but  we  have 
had  no  cases  where  it  appears  that  we  will  not  be  able  to  execute  an 
agreement. 

NEGOTIATIONS  PENDING  ON  COMMITTED  FUNDS 

Senator  Holland.  Do  you  have  commitments  that  bind  a sizable 
amount  for  a considerable  period  of  time  on  which  negotiations  are 
still  going  on? 

Mr.  McIntosh.  Yes,  sir. 

Senator  Holland.  Will  you  state  without  naming  the  country  the 
longest  period  of  time  in  which  you  found  that  situation? 

Mr.  McIntosh.  The  longest  period  is  perhaps  about  5 months. 

Senator  Holland.  And  the  negotiations  are  still  pending  at  this 
time? 

Mr.  McIntosh.  Yes.  That  is  due  in  part  to  the  fact  that  a com- 
mitment was  first  made  to  lend  a certain  amount  and  we  are  still 
negotiating  on  the  details  of  the  project  implementation.  In  general, 
however,  we  negotiate  and  sign  a loan  agreement  within  about  90 
davs  after  the  issuance  of  the  letter  of  advice. 

Senator  Holland.  Assuming  you  do  have  a case  as  you  undoubt- 
edly will  in  due  time  where  the  terms  of  the  contract  prove  incapable 
of  negotiation,  how  do  you  propose  to  advise  the  Congress  of  the 
fact  that  the  funds  that  were  once  committed  are  available  for  any 
new  use  that  you  regard  as  appropriate? 

Mr.  McIntosh.  We  would  of  course  consider  those  funds  available 
for  loans  and  we  would  advise  all  the  interested  parties  including  the 
State  Department  and  our  Board  and  would  advise  the  Members  of 
Congress  through  our  regular  reporting  processes. 

Senator  Holland.  Would  you  advise  the  members  of  the  Appro- 
priations Committees  of  both  Houses  of  that  situation  ? 

Mr.  McIntosh.  Yes,  they  would  receive  this  information  in  our 
regular  reports. 

Senator  Ellender.  Would  you  tell  us  how  long  this  Fund  has  been 
in  active  operation  ? 

Mr.  McIntosh.  I would  consider  that  we  started  active  operations 
in  January  of  1958. 
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TOTAL  LOANS  APPROVED 

Senator  Ellender.  How  many  loans  have  you  concluded  up  to 
now? 

Mr.  McIntosh.  Our  Board  has  approved  78  loans  in  36  countries. 

Senator  Ellender.  I am  talking  about  the  actual  completion  of 
loans. 

Mr.  McIntosh.  We  have  actually  signed  44  loan  agreements  for 
$481  million. 

Senator  Ellender.  Has  this  money  been  disbursed? 

Mr.  McIntosh.  No,  we  disburse  the  money  only  as  required  for 
payments  principally  through  “letters  of  commitment”  established 
with  U.S.  banks  or  through  the  “reimbursement  procedure.”  Very 
few  disbursements  have  been  made  to  date,  but  we  have  signed  the 
actual  loan  agreements. 

Senator  Ellender.  And  that  amounts  to  $481  million  ? 

Mr.  McIntosh.  Yes,  sir. 

Senator  Ellender.  Out  of  what  total  ? 

Mr.  McIntosh.  $700  million  less  our  administrative  funds. 

Senator  Ellender.  Why  do  you  handle  these  funds  through  U.S. 
banks? 

Mr.  McIntosh.  For  example,  we  make  a loan  to  a foreign  country. 
We  do  not  want  to  disburse  the  money  until  it  is  needed  for  use.  If 
we  are  making  a loan  for  a road,  for  example,  we  usually  make  the 
disbursements  against  progress  reports  received  from  the  engineers. 

Senator  Ellender.  Whose  engineers  ? 

Mr.  McIntosh.  Engineers  appointed  by  the  borrower  with  our 
approval. 

In  the  case  of  equipment  being  supplied  from  the  United  States,  a 
common  practice  followed  by  the  Export-Import  Bank  and  the  World 
Bank  and  ourselves  is  that  letters  of  commitment  are  opened  with 
banks  chosen  by  the  borrower. 

Senator  Ellender.  What  part  if  any  does  the  ICA  or  the  Export- 
Import  Bank  or  the  World  Bank  play  in  the  administration  of  your 
loans  in  the  field  ? 

SERVICES  OF  ICA  MISSIONS 

Mr.  McIntosh.  The  Export-Import  Bank  plays  very  little  part. 
We  use  the  services  of  the  ICA  mission  in  the  field  to  secure  informa- 
tion and  to  follow  up  our  loans  on  the  ground. 

Senator  Ellender.  Is  there  any  objection  to  the  dissemination  of 
information  to  the  public  on  those  loans  where  agreements  have  been 
signed  ? 

Mr.  McIntosh.  No,  they  are  made  public. 

Senator  Ellender.  Will  you  supply  a list  of  the  44  countries  and 
the  amounts  loaned  to  each  of  the  countries  ? 

Mr.  McIntosh.  We  will  be  glad  to  put  that  in  the  record. 

Senator  Ellender.  I would  like  to  have  it  now  because  I would 
like  to  ask  a few  questions  in  connection  with  those  loans. 

Senator  Dworshak.  Are  these  loans  made  exclusively  to  govern- 
ments or  are  they  in  some  cases  made  to  individuals  and  private 
firms? 

Mr.  McIntosh.  They  are  made  to  individuals,  private  firms,  and 
governments. 

Senator  Mundt.  How  many  of  them  are  to  individuals  ? 
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Mr.  McIntosh.  The  majority  has  been  given  to  governments. 

Senator  Ellender.  I do  not  mind  interruption  but  I was  getting 
ready  to  get  a list  of  the  various  countries  and  to  ask  a few  followup 
questions. 

Senator  Mundt.  We  thought  you  wanted  to  study  the  list. 

Senator  Ellender.  I am  particularly  anxious  for  you  to  indicate 
the  countries  to  which  loans  have  been  concluded,  particularly  those 
in  Europe,  the  Near  East,  and  the  F ar  East. 

LOAN  TO  THE  NETHERLANDS 

Mr.  McIntosh.  The  loans  which  have  been  concluded  in  Europe 
are  a loan  to  the  Netherlands  in  connection  with  the  resettlement  of 
immigrants  in  Australia. 

Senator  Ellender.  Will  you  describe  that  loan  to  us  and  tell  us 
why  it  was  made  ? 

Mr.  McIntosh.  That  loan  was  made  largely  because  of  the  legis- 
lative history  of  the  Development  Loan  Fund.  During  the  debate 
on  the  basic  authorizing  legislation  for  the  Development  Loan  Fund 
several  Members  of  Congress  brought  up  the  matter  of  financing  the 
settlement  of  Dutch  immigrants  into  Australia  and  put  on  the  record 
the  statement  that  this  was  one  of  the  purposes  for  which  the  Develop- 
ment Loan  F und  would  be  formed. 

So  it  was  in  recognition  of  that  that  it  was  recommended  that  the 
loan  should  be  made. 

Senator  Ellender.  Why  didn’t  Australia  make  the  loan? 

Mr.  McIntosh.  Australia  is  also  financing  it  in  part. 

Senator  Ellender.  Why  doesn’t  Australia  contribute  the  whole 
amount  ? Certainly  its  financial  situation  is  good  and  it  will  be  the 
beneficiary  since  it  is  in  dire  need  of  immigrants. 

RECORD  OF  LEGISLATIVE  HISTORY 

Mr.  McIntosh.  We  made  that  loan  for  several  reasons,  one  being 
that  it  was  part  of  the  record  of  the  legislative  history  expressed  by 
various  Members  of  Congress  that  this  loan  was  the  type  of  loan  for 
which  the  Development  Loan  Fund  was  created. 

Senator  Ellender.  Will  you  name  those  Congressmen?  Did  you 
follow  their  advice  ? 

Mr.  McIntosh.  Yes,  as  we  would  follow  the  advice  of  the  Senate 
as  included  in  the  legislative  history.  We  take  such  advice  into  con- 
sideration in  making  our  loans. 

Senator  Ellender.  Do  you  mean  individual  Senators  or  the  Sen- 
ate as  a body?  How  many  Congressmen  advised  you  to  make  this 
loan  to  Australia  ? 

Mr.  McIntosh.  I think  three  or  four  Congressmen  went  on  record 
that  they  were  in  favor  of  it. 

Senator  Ellender.  And  that  is  one  of  the  reasons  you  made  it  ? 

Mr.  McIntosh.  That  is  one  of  the  reasons — the  legislative  his- 
tory— that  this  was  an  example  of  the  type  of  project  for  which  the 
Development  Loan  F und  should  make  loans. 

Senator  Ellender.  To  encourage  emigration  to  a country  who  is 
well  able  to  take  care  of  the  problem  itself  ? 

Mr.  McIntosh.  Other  factors  were  involved  in  that.  F or  instance, 
the  Netherlands  had  themselves  financed  relocation  of  approximately 
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280,000  of  their  people  and  they  faced  a big  problem  in  finding  homes 
for  a large  number  of  Netherland  citizens  who  had  been  in  Indonesia. 

It  was  felt  that  emigration  to  Australia,  assisted  by  Australia  banks 
would  be  in  the  interest  of  Australia,  the  Netherlands,  and  ourselves. 

Senator  Ellender.  IIow  much  did  we  loan  ? 

Mr.  McIn  tosii.  $3  million. 

Senator  Ellender.  How  much  did  the  Australians  furnish? 

Mr.  McIntosh.  Australian  banks  are  providing  about  an  equal 
amount. 

Senator  Mundt.  Were  these  people  displaced  persons? 

Mr.  McIntosh.  I would  say  so. 

Senator  Mundt.  As  a consequence  of  the  turmoil  in  the  East  Indies  ? 

Mr.  McIntosh.  Yes,  sir;  some  may  have  come  from  that  area. 

Another  reason  we  made  this  loan  was  because  it  was  strongly  rec- 
ommended by  our  own  people  in  ICEM,  the  organization  for  European 
migration. 

JUSTIFICATION  OF  LOAN  TO  HOLLAND  AND  AUSTRALIA 

Senator  Ellender.  When  the  Development  Loan  Fund  was  pre- 
sented to  Congress  it  was  stated  that  it  would  provide  loans  for  the 
economic  development  of  the  newly  independent  and  other  underde- 
veloped countries. 

Flow  do  you  make  Holland  or  Australia  newly  independent  or 
underdeveloped  countries?  How  can  you  justify  a loan  to  Australia 
as  being  in  keeping  with  the  purpose  of  the  Development  Loan  Fund? 

Mr.  McIntosh.  I agree  that  the  Netherlands  is  a developed  country. 
I think  that  some  people  feel  that  Australia  is  not  still  highly  devel- 
oped in  all  its  areas. 

Senator  Ellender.  Have  you  been  there? 

Mr.  McIntosh.  Yes,  sir ; I have  been. 

Senator  Ellender.  Have  you  traveled  over  it  ? 

Mr.  McIntosh.  I have  been  in  nearly  all  parts  of  Australia. 

Senator  Ellender.  There  are  many  things  to  be  done  there,  the 
same  as  there  is  in  our  own  country.  A lot  of  money  can  be  spent  to 
further  develop  it,  but  you  certainly  would  not  say  it  is  an  under- 
developed country. 

Mr.  McIntosh.  I agree  with  you,  Senator,  but  we  made  this  loan  for 
the  reasons  I have  given. 

Senator  Ellender.  In  other  words,  you  deviated  from  the  policy 
you  defined  to  the  Congress  ? 

Mr.  McIntosh.  Many  Members  of  Congress,  as  reflected  in  the  leg- 
islative history,  felt  that  this  was  the  type  of  loan  that  should  be  made. 
We  made  it  for  that  reason  and  also  because  it  was  recommended  by 
our  people,  the  ICEM,  and  it  was  recommended  by  many  others. 

We  have  not  made  any  other  loans  in  Australia  or  the  Netherlands, 
and  we  do  not  intend  to  do  so. 

Senator  Ellender.  N ot  even  if  Congressmen  suggest  it  ? 

REIMBURSABLE  LOAN 

Senator  Mundt.  Is  this  one  of  our  reimbursable  loans  ? 

Mr.  McIntosh.  Yes,  sir.  It  will  be  repaid  in  dollars.  For  that 
reason  it  is  a very  good  loan. 
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Senator  Mundt.  Is  this  in  conformity  with  the  amendment  pi  o- 
posed  by  the  Senate  committee  so  that  repayments  begin  at  the  end 
of  the  first  12  months  ? 

Mr.  McIntosh.  Yes.  I do  not  think  there  is  any  question  about 
the  loan  being  repaid  on  time  and  in  dollars. 

Senator  Mundt.  The  Senate  decided  and  Congress  agreed  that  m 
order  to  make  these  repayable  contracts  actually  repayable,  it  was  a 
good  idea  to  start  the  repayments  at  the  end  of  the  first  12  months. 
Is  this  loan  contract  drawn  so  that  they  start  repayment  at  the  end 
of  the  first  12  months  ? 

Mr.  McIntosh.  Yes,  all  our  loans  provide  for  repayment  starting 
at  the  end  of  the  first  12  months. 

Senator  Mundt.  I understand  the  same  holds  true  with  private 
loans,  except  that  in  private  loans  you  will  wait  until  the  particular 
development  has  been  consummated  and  then  the  12-month  period 
starts  at  that  time. 

Mr.  McIntosh.  Yes,  we  do  not  think  it  is  fair  to  make  payments 
start  on  a private  loan  until  a factory  is  built  and  operating. 

Senator  Mundt.  Except  for  that  modification  your  private  loan  and 
your  public  loans  in  this  fund  all  actually  start  repayments  at  the 
end  of  the  first  12  months  ? 

Mr.  McIntosh.  Yes,  sir. 

TOTAL  LOANS 

Senator  Ellender.  Mr.  Chairman,  at  this  point  I would  like  to 
have  placed  in  the  record  the  amount  of  grants  and  other  loans  made 
by  our  Government  to  the  Netherlands  and  Australia  since  1945. 

Chairman  Hayden.  That  information  can  be  included  in  the  record. 

(The  information  requested  follows :) 

Grants  and  loans  for  Netherlands  and  Australia,  19J/5-58 
[In  millions  of  dollars] 

Netherlands : — 12, 122.0 

Australia 2 22.  4 

1 MSP— 1948-1958. 

2 Net  credit  sales. 

COUNTRIES  RECEIVING  LOANS 

Senator  Ellender.  Mr.  Chairman,  I firmly  believe  that  money  pro- 
vided the  Development  Loan  F und  should  be  made  available  on  a loan 
basis  to  countries  who  really  and  truly  are  underdeveloped  countries, 
and  to  whom  we  have  not  lavishly  given  grants  in  the  past. 

Senator  Allott.  Will  the  Senator  yield,  or  do  you  want  to  continue 
down  with  each  one  ? 

Senator  Ellender.  No;  I will  be  glad  to  yield  to  my  good  friend 
from  Colorado. 

LEGISLATIVE  RECORD  ON  LOANS 

Senator  Allott.  In  your  reference  to  the  fact  that  a certain  num- 
ber of  Congressmen,  three  or  four  or  five,  had  recommended  this 
type  of  loan,  I think  it  is  very  important  that  we  straighten  up  the 
record  here.  Is  this  a part  of  the  floor  record  on  this  bill? 

Mr.  McIntosh.  Yes,  sir. 

Senator  Allott.  This  was  stated  at  the  time  the  bill  was  considered 
on  the  floor  ? 
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Mr.  McIntosh.  It  was  stated  in  debate  on  the  floor  by  the  Con- 
gressman who  was  managing  the  bill  and  by  the  Congressman  who 
was  head  of  one  of  the  congressional  committees.  Several  Congress- 
men went  on  record  to  the  effect  that  this  was  the  type  of  project  for 
which  the  Development  Loan  Fund  was  being  created. 

Senator  Allott.  I want  to  make  it  clear  then:  When  you  referred 
to  two  or  three  or  four  or  five  Congressmen,  whatever  it  was,  recom- 
mending this  type  of  loan,  this  is  not  something  that  came  in  after- 
ward ; this  is  a part  of  the  legislative  record  of  this  bill  ? 

Mr.  McIntosh.  That  is  correct. 

Senator  Allott.  So  what  you  said,  which  was  left  sort  of  open- 
ended,  which  did  not  mean,  if  Congress  passed  this  bill  and  I could 
persuade  2 or  3 of  my  colleagues  to  come  in  to  you  and  talk  about  a 
loan  to  Brazil,  for  example,  that  we  could  persuade  you — 2 or  3 or  4 or 
5 or  6 or  10 — which  I might  be  able  to  garner  to  go  into  a loan  in 
another  country.  You  are  talking  about  the  legislative  record  that 
was  made  both  in  the  report  of  the  committee  and  on  the  floor  when 
this  bill  was  passed  ? 

Mr.  McIntosh.  That  is  true. 

Chairman  Hayden.  Did  that  legislative  history  show  that  the  rea- 
son for  this  matter  was  that  the  Dutch  had  been  in  need,  that  there 
were  many  citizens  of  Holland  in  distress  in  Indonesia,  and  that  this 
was  a place  they  could  go  to  ? 

This  was  my  recollection. 

Mr.  McIntosh.  This  was  in  the  legislative  history  of  the  Fund,  and 
in  operating  the  Fund  we  consider  that  the  statements  made  during 
the  legislative  history  provide  us  with  guidance. 

DEVELOPMENT  LOAN  PROGRAM  POLICY 

Senator  Saltonstall.  I do  not  want  to  prolong  this.  We  want  to 
let  Mr.  Herter  finish  his  statement.  I think  I should  read  section  201 
because  my  distinguished  colleague  from  Louisiana  has  read  from 
your  unclassified  mutual  security  program  where  it  says  the  Develop- 
ment Loan  Fund  concentrates  in  one  component  of  the  mutual  secu- 
rity program  investment  capital  to  be  used  in  accelerating  growth  in 
lesser  economies  of  the  world. 

This  loan  to  Australia  for  resettlement  was  certainly  within  section 
201.  Section  201  reads  as  follows : 

Sec.  201.  The  Congress  of  the  United  States  recognizes  that  the  progress  of 
free  peoples  in  their  efforts  to  further  their  economic  development  and  thus  to 
strengthen  their  freedom  is  important  to  the  security  and  general  welfare  of  the 
United  States.  The  Congress  further  recognizes  the  necessity  in  some  cases  of 
assistance  to  such  pople  if  they  are  to  succeed  in  these  efforts.  The  Congress 
accordingly  reaffirms  that  it  is  the  policy  of  the  United  States  and  declares  it  to 
be  the  purpose  of  this  title  to  strengthen  friendly  foreign  countries  by  encourag- 
ing the  development  of  their  economies  through  a competitive  free  enterprise 
system ; minimize  or  eliminate  barriers  to  the  flow  of  private  investment  capital 
and  international  trade ; to  facilitate  the  creation  of  a climate  favorable  to  the 
investment  of  private  capital ; and  to  assist,  on  a basis  of  self-help  and  mutual 
cooperation,  the  efforts  of  free  people  to  develop  their  economic  resources  and  to 
increase  their  productive  capabilities. 

That  certainly  was  within  the  policy  statement  of  the  Development 
Loan  Fund  regardless  of  what  the  floor  debate  was,  regardless  of  what 
the  request  of  the  Congressmen  were,  in  my  opinion.  I think  you 
should  emphasize  that  point,  Mr.  McIntosh. 
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NEED  TO  AID  UNDERDEVELOPED  COUNTRIES 

Senator  Ellender.  I am  glad  that  my  good  friend  from  Massachu- 
setts brought  that  question  up.  We  have  been  engaged  in  the  foreign 
aid  effort  for  the  past  13  years  and  one  of  the  big  recipients  of  our 
bounty  has  been  the  Netherlands. 

We  have  given  them  until  it  hurts.  You  know  that.  We  have  also 
assisted  Australia  and  the  point  that  I am  making  is  that  we  should 
now  pursue  the  policy  of  developing  the  newly  independent  and  other 
underdeveloped  countries,  since  this  was  the  main  purpose  for  creating 
the  DLF. 

Senator  Holland.  Will  the  Senator  yield  at  this  point  ? 

Senator  Ellender.  Yes. 

Senator  Holland.  I agree  in  part  and  disagree  in  part  with  my 
distinguished  colleague  from  Louisiana.  One  of  the  reasons  I voted 
for  the  Development  Loan  Fund  was  because  I thought  we  were  on 
sounder  ground  in  lending  and  I thought  we  were  making  better  use 
of  our  people’s  money  in  lending  rather  than  by  grants. 

DUPLICATION  OF  EXPORT  BANK  ACTIVITIES 

But  I agree  entirely  with  the  position  of  the  Senator  from  Louisiana 
as  to  the  unwisdom  of  using  the  Development  Loan  Fund  so  as  to 
duplicate  the  field  of  activity  of  the  export  bank  or  the  world  fund. 

I am  wondering  about  this  loan  to  the  Netherlands,  wether  or  not 
applications  was  made  covering  this  same  activity  to  the  World  Bank 
or  the  Export-Import  Bank. 

Mr.  McIntosh.  We  do  not  make  any  loans  that  the  Export-Import 
Bank  or  the  World  Bank  or  any  commercial  bank  will  make.  We 
advise  the  Export-Import  Bank  of  every  loan  application  we  receive 
and  they  advise  us  whenever  they  are  prepared  to  entertain  those  ap- 
plications. If  they  are,  we  refer  the  applicant  to  the  Export- Import 
Bank. 

In  this  case  neither  the  Export-Import  Bank  nor  the  World  Bank 
were  prepared  to  make  this  loan. 

Senator  Holland.  If  you  think  this  was  sound  and  was  a loan 
that  would  be  repaid  promptly,  what  was  the  reason  that  this  did  not 
come  within  the  legitimate  field  of  operations  of  the  Export-Import 
Bank  ? In  this  case  it  involves  two  solvent  countries,  both  of  which 
are  friends  of  ours,  and  obviously,  an  objective  which  is  of  interest, 
certainly,  to  them  as  well  as  to  us. 

Why  did  the  Export-Import  Bank  regard  this  as  a field  which 
they  could  not  enter  ? 

Mr.  McIntosh.  This  was  not  a suitable  loan  for  the  Export-Import 
Bank  because  their  principal  function  is  the  financing  of  American 
exports. 

The  World  Bank  for  various  reasons  was  not  prepared  to  make 
this  loan  either. 

Senator  Holland.  Did  you  think  it  was  a field  of  lending  which 
was  inappropriate  for  the  World  Bank  to  fill  ? 

Mr.  McIntosh.  All  our  loans  are  loans  which  neither  of  those  insti- 
tutions is  prepared  to  make. 

Senator  Holland.  My  own  feeling  from  this,  and  I think  the  Sen- 
ator from  Louisiana  made  a good  point,  the  way  to  keep  your  pro- 
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gram  in  a favorable  light  with  our  people  and  with  the  Congress  is 
to  make  it  operate  in  fields  that  cannot  be  filled  by  these  two  perma- 
nent institutions,  the  Export-Import  Bank  and  the  World  Bank. 

I am  inclined  to  agree  with  the  Senator  from  Louisiana  that  as  to 
this  particular  loan  which  you  have  mentioned,  there  should  not  be 
any  reason  at  all  why  that  could  not  have  been  handled  by  the  World 
Bank. 

Mr.  McIntosh.  They  were  not  prepared  to  make  this  particular 
loan,  but  this  is  the  only  loan  that  we  have  made  to  the  Netherlands 
or  to  Australia.  We  do  not  intend  to  make  any  more  loans  in  these 
countries. 

Senator  Ellender.  Why  not?  You  made  one.  Why  would  you 
not  make  additional  ones  ? 

Mr.  McIntosh.  Because  the  legislative  history  related  only  to  this 
project  with  respect  to  these  two  countries. 

Senator  Ellender.  I go  back  to  the  proposition  that  you  should 
stick  to  the  original  purpose  of  the  loan  fund. 

LEGISLATIVE  HISTORY 

Mr.  McIntosh.  We  are  guided  by  the  legislative  history  establish- 
ing the  Fund. 

Senator  Holland.  Do  you  or  do  you  not  regard  it  as  sound  policy 
for  you  to  follow  in  administering  the  Development  Loan  Fund  to 
confine  yourself  to  loans  not  within  the  purview  of  the  two  estab- 
lished, permanent  institutions,  the  Export-Import  Bank  and  the 
World  Bank? 

Mr.  McIntosh.  Yes,  sir.  We  don’t  make  any  loans  and  we  have 
not  made  any  loans  which  either  of  those  institutions  are  prepared 
to  make.  v 

We  do  feel  that  we  were  organized  to  make  loans  in  underdeveloped 
countries  and  in  general,  we  would  not  consider  other  loan  applica- 
tions from  either  the  Netherlands  or  Australia. 

Senator  Holland.  I think  you  would  be  on  stronger  ground  if  you 
had  not  made  that  one. 

LOANS  INVOLVING  INDUSTRIAL  HEAVY  EQUIPMENT 

Senator  Young.  I notice  most  of  these  loans  that  you  make  involve 
industrial  heavy  equipment  of  all  kinds.  What  percent  of  equipment 
involved  here  is  purchased  in  the  United  States  ? 

Mr.  McIntosh.  It  varies.  We  are  not  required  to  have  solely  U.S. 
procurement.  The  Mutual  Security  Act  provides  for  worldwide 
procurement,  but  a large  proportion  of  the  procurement  under  our 
loans  is  actually  being  made  in  the  United  States. 

Senator  Young.  You  do  not  mean  that  the  Export-Import  Bank 
requires  that? 

Mr.  McIntosh.  They  normally  require  U.S.  procurement  but  we 
do  not. 

TYPES  OF  LOANS 

Senator  Mundt.  Following  up  the  interesting  point  developed  by 
Senator  Holland,  I wonder  if  you  could  provide  for  the  record  at  this 
point  a statement  which  would  designate  specifically,  one,  type  of 
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loans  made  by  the  Export-Import  Bank ; two,  type  of  loans  made  by 
the  World  Bank;  three,  type  of  similar  analogous  loans  or  grants 
made  by  IAC ; and  then,  four,  the  type  of  loans  which  you  make  from 
this  Development  Fund,  so  we  have  it  all  in  one  place  in  the  language, 
not  the  legislative  procedure,  but  the  administrative  procedures  that 
develop  which  countries  have  access  to  it. 

Mr.  McIntosh.  We  will  be  glad  to  do  it. 

(The  information  referred  to  follows :) 

EXPORT-IMPORT  BANK 

The  Export-Import  Bank  finances  purchases  of  materials  and  equipment  pro- 
duced or  manufactured  in  the  United  States.  Such  purchases  need  not  be  as- 
sociated with  development  projects  nor  need  they  be  destined  for  less-developed 
countries. 

Repayment  is  required  in  U.S.  dollars.  As  a result,  the  Bank  has  been  un- 
able to  operate  in  some  less-developed  countries  where  repayment  capacity  in 
dollars  is  lacking,  and  its  ability  to  operate  in  others  is  limited  by  past  activity. 

INTERNATIONAL  BANK  FOR  RECONSTRUCTION  AND  DEVELOPMENT 

The  IBRD  makes  loans  for  economic  development  in  dollars  or  other  hard 
currencies  repayable  in  those  currencies.  While  its  activity  in  the  less-developed 
areas  is  extensive  it  also  operates  in  Europe,  more  highly  developed  areas  of 
Latin  America  and  in  such  countries  as  Australia  and  Japan.  Its  hard  currency 
repayment  requirements  preclude  operations  in  many  less-developed  countries 
and  limit  its  activities  in  others.  This  internationally  owned  institution  also 
requires  a government  guarantee  in  connection  with  loans  to  private  borrowers. 

INTERNATIONAL  COOPERATION  ADMINISTRATION 

The  ICA  finances  annual  country  programs,  almost  entirely  on  a grant  basis. 
These  programs  are  designed  among  other  things,  to  maintain  political  and 
economic  stability,  help  to  elicit  a contribution  by  an  economy  to  an  agreed  de- 
fense effort,  and  assist  in  improving  the  technical  skills  required  for  economic 
development.  Normally,  this  involves  the  financing  of  raw  materials,  consum- 
able commodities,  technical  services,  and  other  items  in  current  need,  although 
from  time  to  time  investment  projects  are  included  in  country  programs.  None 
of  the  ICA  programs  has  the  purpose  of  providing  capital  for  economic  growth. 

DEVELOPMENT  LOAN  FUND 

The  DLF  lends  money  for  specific  development  projects  in  support  of  eco- 
nomic growth.  It  can  accept  repayment  in  local  currency  where  warranted  and 
authorize  other  loan  terms  and  conditions  on  a flexible  basis.  As  a consequence, 
the  DLF  can  finance  projects  and  go  into  areas  where  repayment  capacity  is  not 
such  as  to  warrant  an  Export-Import  Bank  or  IBRD  loan.  Moreover,  the  DLF 
is  precluded  by  law  from  competing  with  the  Export-Import  Bank,  IBRD,  and 
private  investment:  it  acts  only  when  these  and  other  free  world  sources  of 
financing  are  unable  to  do  so. 

LOANS  TO  COUNTRIES  GRANTED  GIFTS 

Chairman  Hayden.  I think  Senator  Ellender  made  a good  sugges- 
tion. We  will  listen  to  Mr.  Herter. 

Mr.  Herter.  Before  continuing  the  statement  I have  here,  I would 
like  to  make  two  comments. 

The  distinguished  Senator  from  Louisiana  raised  a point  with  re- 
gard to  the  making  of  loans  in  countries  where  we  had  already  made 
gifts.  I think  that  that  is  a point  that  ought  to  be  very  clearly  under- 
stood in  the  countries  like  the  Republic  of  Korea,  and  Taiwan. 
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Where  we  have  made  the  gifts  of  economic  aid,  and  they  have  been 
\eiy  considerable,  those  gifts  have  been  in  connection  with  defense 
support.  They  have  been  in  connection  with  trying  to  maintain  the 
economy  which  has  been  severely  drained  by  the  very  large  military 
establishment  that  the  country  has  had  to  maintain. 

The  loans  from  the  DLF  are  trying  to  make  progress  to  move  ahead 
materially,  rather  than  merely  trying  to  hold  a situation  together. 

Senator  Ellender.  With  all  due  respect,  I have  been  in  South  Ko- 
rea as  well  as  Taiwan  on  many  occasions  and  this  was  not  defense  sup- 
port. It  was  purely  grants.  Defense  support  started  in  recent  years. 

Mr.  IIerter.  That  is  correct,  but  we  are  trying  to  get  on  a loan  basis 
more  and  more. 

Senator  Ellender.  You  are  going  to  drain  yourselves  and  still  not 
get  a better  job  done. 

Mr.  Herter.  When  I stopped  I was  discussing  this  question  be- 
tween the  commitment  and  the  obligation.  Now,  if  I may,  I will  con- 
tinue with  the  statement. 

STATEMENT  BY  THE  PRESIDENT 

If  you  will  refer  to  the  letter  from  the  Director  of  the  Bureau  of  the 
Budget  submitting  this  request  to  the  Congress  you  will  see  he  has 
stated  that  DLF  funds  are  “in  effect,  obligated”  at  this  point.  After 
this  date,  the  only  circumstance  in  which  the  committed  moneys  would 
revert  to  the  fund  for  other  uses  would  be  if  the  prospective  borrower, 
for  one  reason  or  another,  decided  not  to  proceed  with  the  loan.  And 
President  Eisenhower  has  stated  publicly : 

The  commitment  of  virtually  all  of  the  capital  of  the  fund  was  made  by  formal 
letters  of  commitment  and  under  pledges  signed  and  delivered  under  my  author- 
ity and  publicly  announced  both  here  and  abroad. 

These  commitments  are  firm.  They  must  be  honored.  They,  therefore,  leave 
us  without  funds  for  further  commitments. 

Senator  Ellender.  Before  a loan  is  made  to  what  extent  do  your 
people  look  into  the  feasibility  of  the  projects  ? 

DETERMINATION  OF  ENGINEERING  FEASIBILITY 

Mr.  McIntosh.  The  engineering  feasibility  has  been  determined. 

Senator  Ellender.  By  whom  ? 

Mr.  McIntosh.  By  the  Development  Loan  Fund.  On  a cement 
plant,  for  instance,  we  make  sure  first  of  all,  there  is  a market  for 
the  cement,  and  secondly,  that  the  plant  will  be  located  in  the  proper 
place,  and  thirdly,  that  the  raw  material  is  available,  and  fourthly, 
that  the  enterprise  will  be  efficiently  managed  and  then,  finally,  that 
the  financing  is  not  available  from  any  other  source.  We  investigate 
all  phases  of  it  as  a commercial  bank  would. 

Senator  Ellender.  Would  this  example  apply  to  any  other  facility  ? 

Mr.  McIntosh.  Yes,  sir. 

Senator  Ellender.  How  do  you  reach  a determination  as  to  the 
amount  that  you  will  loan  ? 
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REQUIREMENT  FOR  PRIVATE  INVESTMENT 

Mr.  McIntosh.  Where  we  make  the  loan  to  private  enterprise  we 
require  that  the  borrower  make  a substantial  investment  of  his  own 
of  about  50  percent  in  the  enterprise. 

Senator  Ellender.  Does  the  host  country  have  any  obligation  to 
bolster  the  loan  that  is  made  ? 

Mr.  McIntosh.  If  the  loan  is  made  to  private  enterprise  the  Gov- 
ernment is  not  involved. 

Senator  Ellender.  You  depend  entirely  upon  the  company’s  finan- 
cial condition  ? 

Mr.  McIntosh.  That  is  right. 

Senator  Mundt.  Sticking  with  this  cement  plant  a little  bit,  when 
you  make  a loan  for  a cement  plant,  do  you  make  it  to  the  Govern- 
ment or  do  you  insist  that  it  be  made  to  some  private  enterprise  ? 

Mr.  McIntosh.  We  prefer  to  make  it  to  private  enterprise.  In 
every  case  where  we  have  an  application  from  a Government  for  an 
industrial  undertaking,  we  look  into  the  possibility  of  private  enter- 
prise handling  it  instead  of  the  Government. 

Senator  Mundt.  Some  of  the  criticism  I have  heard  of  the  Loan 
Development  Fund — and  it  may  be  correct  or  incorrect — is  that  at 
times  we  are  using  private  enterprise  dollars  provided  by  taxpayers 
in  this  country  to  establish  socialism  in  the  host  country  by  lending 
it  to  a government  to  go  into  a sawmill  business  or  cement  business. 
I would  like  to  know  whether  in  the  cement  business  are  we  making 
it  to  the  government  to  have  government  cement  plants.  Are  we 
saying  to  the  government,  “You  need  this  cement;  you  seem  to  have 
all  the  criteria  involved.  Provide  us  now  with  the  responsible  private 
entrepreneurs  who  are  able  to  make  a cement  plant  operate,  and  we 
will  make  you  the  loan.” 

Mr.  McIntosh.  That  is  one  way.  We  are  trying  in  many  ways  to 
make  loans  to  private  enterprise. 

Senator  Mundt.  I wanted  to  get  that  into  the  record. 

Chairman  Hayden.  You  may  proceed,  Mr.  Herter. 

NEED  FOR  FURTHER  APPROPRIATIONS 

Mr.  Herter.  It  has  also  been  argued  that  since  the  Development 
Loan  Fund  has  expended  only  a small  portion  of  its  appropriation, 
today  about  $32  million  out  of  $700  million,  there  is  no  need  as  yet 
for  further  appropriations.  This  contention  not  only  ignores  the 
situation  I have  just  stated — that  once  funds  are  committed  to  one 
borrower  they  are  no  longer  available  to  be  committed  to  another 
borrower — but  it  also  totally  ignores  the  fundamental  nature  of  the 
Development  Loan  F und  as  an  institution  which  finances  development 
projects.  Development  projects  take  time  to  complete.  The  experi- 
ence of  established  lending  institutions,  such  as  the  International 
Bank  for  Reconstruction  and  Development  and  the  Export-Import 
Bank,  is  that  expenditures  on  loans  run  over  a 3-  to  4-year  period. 
Wlien  such  institutions,  and  the  Development  Loan  Fund,  make 
loans  they  commit  sufficient  funds  to  carry  the  project  to  completion. 
Once  a commitment  is  made  the  funds  are  set  aside  for  a particular 
project  and  are  unavailable  for  other  uses.  Therefore,  the  fact  that 
the  capital  of  the  Development  Loan  Fund  is  unexpended  has  no  con- 
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nection  with  its  ability  to  undertake  new  projects.  This  ability  is 
measured  solely  by  the  amount  of  uncommitted  funds. 

In  short,  the  need  for  supplementary  funds  in  fiscal  1959  as  well 
as  for  the  funds  being  requested  for  fiscal  year  1960  is  directly 
related — and  related  only — to  the  funds  publicly  committed — rather 
than  to  technical  obligations  or  actual  expenditures. 

POWER  TO  COMMIT  FUNDS  BY  CONTRACT 

Senator  Holland.  In  view  of  the  small  expenditure  and  the  fact  of 
actual  commitment  of  practically  all  of  the  Fund,  had  you  considered 
asking  for  power  to  contractually  commit  funds  rather  than  to 
expend  ? 

Mr.  Herter.  No,  sir;  that  has  not  been  asked  for.  That  goes  into 
the  legislative  history  of  this  act,  I think,  in  which  there  was  much 
discussion  as  to  whether  that  contractual  power  should  be  granted 
as  it  is  in  large  measure  for  the  total  to  the  Export-Import  Bank. 

In  this  case  it  was  decided  annual  appropriations  would  be  asked 
for  until  the  Congress  had  an  opportunity  to  consider  the  long-range 
implications. 

Senator  Holland.  Do  you  not  think  this  is  somewhat  comparable 
to  our  Federal  aid  program  where  we  authorize  large  amounts  to  be 
expended  over  2 or  3 years  with  full  knowledge  that  they  cannot  be 
expended  at  any  one  time  and  we  give  contractual  authority  and 
power  to  the  Bureau  of  Public  Roads  to  commit  to  the  various  States 
and  then  appropriate  the  money  as  it  is  needed  ? 

It  occurs  to  me  this  is  an  almost  perfect  case,  and  I note  the  chair- 
man of  the  committee  has  called  attention  to  this  way  of  doing  busi- 
ness in  the  past. 

Chairman  Hayden.  If  the  Senator  will  permit,  there  is  a very  de- 
cided disagreement  to  the  idea  of  any  sort  of  contractual  obligation 
on  the  part  of  the  Senate  Committee  on  Appropriations.  They  have 
their  say  about  it ; it  is  a cash  appropriation. 

If  you  are  going  to  build  a new  submarine,  you  are  going  to  appro- 
priate the  entire  amount  for  it,  whether  it  takes  1 year  or  2 or  3 or  4 
cr  5 years  to  build  it.  That  is  an  issue  that  will  have  to  be  worked 
out  in  the  Congress  itself,  but  in  this  instance  the  Congress  did  say 
you  are  going  to  do  it  on  a cash  basis  and  that  is  what  we  have  to  go 
on  until  Congress  changes  the  policy,  and  we  are  not  a policymaking 
committee. 

Senator  Holland.  You  mean  between  this  committee  and  the  other 
body? 

Chairman  Hayden.  That’s  right. 

You  may  continue,  Mr.  Herter. 

LACK  OF  TRANSFER  AUTHORITY 

Mr.  Herter.  One  further  point  should  be  made  clear.  The  avail- 
ability of  funds  for  other  categories  of  the  MSP  is  not  relevant  to  the 
needs  of  the  DLF  we  are  now  discussing.  Funds  available  for  cate- 
gories such  as  military  assistance,  defense  support,  and  others  are 
needed  for  those  purposes.  And  in  any  case — and  let  me  emphasize 
this — under  the  Mutual  Security  Act  itself — section  202(b) — no 
funds  can  be  transferred  to  the  Development  Loan  Fund  from  other 
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parts  of  the  mutual  security  program  to  supplement  its  capital  avail- 
able for  loans. 

USE  OF  DEFENSE  SUPPORT  FUNDS 

Senator  Ellexder.  Are  you  familiar  with  the  manner  in  which  the 
defense  support  fluids  are  used  ? 

Mr.  Herter.  Yes,  sir. 

Senator  Ellexder.  Will  you  tell  us  how  they  are  used  ? 

Mr.  Herter.  They  are  used  in  support  of  the  economy  of  a country 
which  is  being  drained  because  of  military  expenditures  beyond  its 
capacity. 

Senator  Ellexder.  For  building  what? 

Mr.  Herter.  The  bulk  of  it  is  used  for  the  introduction  of  con- 
sumer goods.  Many  of  the  projects  now  come  under  the  Develop- 
ment Loan  Fund  rather  than  under  the  defense  support  program. 

Senator  Ellexder.  As  I remember,  a great  deal  of  the  defense  sup- 
port funds  were  used  in  Taiwan  as  well  as  South  Korea  in  the  con- 
struction of  projects  along  the  same  line  that  the  Development  Loan 
Fund  will  be  used. 

Mr.  Herter.  That  was  true  before  the  establishment  of  the  DLF. 
We  are  trying  to  get  away  from  that. 

Senator  Ellexder.  It  is  true  now.  You  are  using  it  now. 

Mr.  Herter.  Very  little  for  new  projects  contributing  to  growth. 

Senator  Ellexder.  Unless  you  have  changed  in  the  last  12  months: 
I have  not  been  to  Korea  in  the  last  12  months.  But  I do  know  that 
much  of  the  Development  Loan  funds  are  being  expended  in  order 
to  construct  facilities  similar  to  those  for  which  defense  support 
grants  have  been  used. 

Mr.  Herter.  As  you  know,  defense  support  provides  assistance,  in 
tire  form  of  commodity  imports  and  projects,  necessary  to  bring  about 
economic  stability  in  these  countries.  You  will  find,  however,  that 
in  the  last  12  months  many  new  projects  started  in  that  area  came 
from  the  Development  Loan  Fund  rather  than  the  defense  support 
program. 

Senator  Ellexder.  If  that  is  true,  we  should  be  able  to  consider- 
ably reduce  the  defense  support  funds. 

Mr.  Herter.  On  our  defense  support,  may  I say  this : The  defense 
support  is  merely  to  try  to  balance  the  economy.  We  do  not  try  to 
develop  the  economy  with  the  defense  support.  With  these  loans 
from  the  DLF  we  are  reallv  trying  to  get  the  economy  to  move 
ahead.  It  lias  been  a slow  process  but  it  has  been  a very  worthwhile 
effort. 

FULL  $22  5 MILLION  NEEDED 

There  is  still  outstanding  $125  million  of  authorized  but  unappro- 
priated capital  for  the  DLF.  The  President  has  asked  for  the  ap- 
propriation of  $225  million — the  remainder  of  the  amount  requested 
but  not  appropriated  at  the  last  session.  I want  to  urge  upon  you 
as  strongly  as  I can  that  the  full  $225  million  requested  by  the  Presi- 
dent is  needed  to  enable  the  Development  Loan  Fund  to  continue  its 
operations  until  fiscal  year  1960  funds  become  available.  With  this 
full  amount,  the  Fund  can  continue  extending  sound  loans  at  a rate 
comparable  to — but  no  greater  than — that  it  has  already  achieved 
in  the  past  year.  Any  lesser  amount  will  mean  delay  in  undertaking 
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well -developed  projects  and  consequent  delay,  if  not  disillusionment, 
in  responding  to  the  economic  growth  aspirations  of  our  allies  and 
friends  in  the  less  developed  areas. 

IMPACT  ON  ALLIES  AND  FRIENDS  OF  FAILURE  TO  CONTINUE  OPERATIONS 

^ The  stop-and-go  nature  of  the  operations  of  the  Development  Loan 
h und,  which  would  result  from  failure  to  make  supplemental  funds 
available,  would  cast  doubt  on  the  ability  of  the  United  States  to 
provide,  on  a basis  of  continuity,  resources  needed  to  assist  in  the 
financing  of  essential  development  projects  which  cannot  be  financed 
through  established  lending  institutions  or  private  investment.  It 
could  result,  too,  in  loss  of  momentum  for  many  of  the  development 
programs  for  economic  growth  being  undertaken  in  the  less  developed 
areas.  Finally,  failure  to  continue  operations  would  raise  questions 
generally  as  to  the  ability  of  the  United  States  to  meet  the  challenge 
posed  by  the  situation  in  these  countries. 

SCOPE  OF  DLF  OPERATIONS 

The  Development  Loan  Fund’s  record  of  almost  $700  million  in 
loans  in  the  furtherance  of  our  foreign  policy  objectives  is  impressive. 
This  has  involved  78  loans  in  36  countries. 

BREAKDOWN  OF  TOTAL  LOANS 

Senator  Mundt.  At  this  point,  Mr.  Herter,  I wonder  if  you  or  one 
of  your  staff  members  can  break  the  78  loans  down  by  number  of  loans 
and  by  amount  of  money  as  between  public  loans  to  governments 
and  private  loans  to  individuals. 

Mr.  Herter.  We  have  that  all  ready  for  you. 

(The  information  referred  to  follows :) 

Summary  of  loans  approved  Mar.  31,  1959,  by  borrower  and  sector  of  use 


[Amounts  in  thousands] 


Total 

Number 

Amount 

Borrower: 

Public. 

57 

$590, 286 
92, 370 
15, 250 

697,  906 

Private 

1 18 

Mixed 

3 

Total 

78 

Sector  of  use: 

Public 

435,  312 
249,  844 
12,  750 

697, 906 

Private 

Mixed 

Total 

1 Includes  one  guarantee  agreement  in  an  amount  of  $4.5  million. 
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Chairman  Hayden.  I was  going  to  suggest,  Senator,  that  probably 
Mr.  McIntosh  will  answer  that  question.  We  are  in  this  situation,  if 
I may  explain  to  the  committee,  that  we  will  have  to  adjourn  very 
promptly  as  soon  as  the  Secretary  finishes  the  statement  and  continue 
this  hearing  tomorrow  morning  and  ask  Mr.  McIntosh  to  appear. 

Senator  Mundt.  We  will  have  that  information  by  tomorrow  morn- 
ing? 

Chairman  Hayden.  Yes. 

Mr.  Herter.  I will  be  just  a minute  or  two  longer,  Mr.  Chairman. 

As  a result  we  have  been  able  to  provide  significant  loan  assistance 
for  the  implementation  of  sound  development  projects  in  such  im- 
portant countries  as  Pakistan  and  India  in  South  Asia;  Taiwan, 
Korea,  the  Philippines,  and  Vietnam  in  the  Far  East;  Turkey,  Iran, 
and  Greece  in  the  Middle  East;  Liberia  and  Sudan  in  Africa,  and 
Ecuador,  Paraguay,  and  Honduras  in  Latin  America.  But  what  has 
been  done  meets  only  in  part  the  challenge  before  us. 

DEVELOPMENT  IMPORTANT  TO  FREEDOM  AND  SECURITY 

With  the  full  amount  of  this  request  the  Development  Loan  Fund 
can  continue  to  provide  a major  response  to  the  compelling  aspira- 
tions for  development.  It  can  play  a critical  role  in  assuring  that  eco- 
nomic progress  will  be  sought  under  the  free  rather  than  under  totali- 
tarian systems.  The  Development  Loan  Fund,  by  assisting  in  the  de- 
velopment of  the  less  developed  areas,  strengthens  freedom  there,  and 
contributes  to  our  own  security  and  welfare. 

CONCLUSION 

I cannot  emphasize  too  strongly  the  importance  of  this  request. 
The  Development  Loan  Fund,  established  after  a most  careful  exam- 
ination by  the  Congress  and  the  executive  branch  of  our  programs, 
puts  our  assistance  to  economic  development  on  a sound,  business-like 
loan  basis,  and  has  proved  an  essential  element  of  our  foreign  policy. 

Chairman  Hayden.  We  thank  you  for  your  statement,  sir. 

As  I have  stated,  this  committee  will  now  have  to  stand  adjourned 
until  10  o’clock  tomorrow  morning. 

Senator  Holland.  Mr.  Chairman,  may  I ask  one  thing  at  this 
time  ? 

Chairman  Hayden.  Yes. 

Senator  Holland.  I hope  that  whoever  can  give  us  a clear  picture 
of  the  loan  to  Ecuador  to  apply  on  the  construction  of  Pan-American 
Highway  may  be  available  in  the  morning. 

Mr.  McIntosh.  Yes,  sir. 

Senator  Dworshak.  Mr.  Chairman,  will  we  have  an  opportunity 
to  question  the  Secretary  tomorrow  morning  ? 

Chairman  Hayden.  If  he  desires  to  come  back ; yes. 

Senator  Dworshak.  Some  of  us  have  withheld  our  questioning  in 
order  to  permit  him  to  complete  his  statement.  Now  we  are  going 
to  be  foreclosed. 
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Chairman  Hayden.  I just  assumed  that  Mr.  McIntosh  being  the 
manager  and  director,  could  probably  better  give  detailed  informa- 
tion than  the  Secretary. 

QUESTIONS  OF  POLICY 

Senator  Dworshak.  We  do  not  want  detailed  information;  we  want 
something  dealing  with  policy. 

Senator  Saltonstall.  May  I suggest  this  to  my  colleague:  Because 
there  are  some  very  serious  problems  in  the  State  Department  today* 
Mr.  McIntosh  and  Mr.  Dillon,  who  is  now  in  Wellington,  are  the  ones 
who  are  close  to  this  question.  I think  I am  frank  in  saying  that 
Mr.  Ilerter  is  not  close  to  the  question,  but  knows  the  general  policy. 

Would  it  be  possible  to  permit  Mr.  Herter  to  come  back  at  a later 
date  if  there  are  some  questions  of  policy  that  Mr.  McIntosh  cannot 
answer  ? That  would  be  my  question  because  there  are  some  awfully 
heavy  problems  in  the  Department  of  State  now. 

Perhaps  Mr.  Herter  could  come  back  at  a later  time  and  answer 
some  specific  questions  of  policy,  while  Mr.  McIntosh  could  go  into 
the  details  of  the  fund  and  then  the  policy  questions  Mr.  Herter  can 
come  back  to  answer. 

Mr.  Herter.  If  that  is  the  wish  of  the  committee,  I will  do  as  the 
committee  wishes.  I appreciate  the  fact  that  these  are  very  busy  days. 

Chairman  Hayden.  Is  that  satisfactory  to  Senator  Dworshak  ? 

Senator  Dworshak.  Yes,  sir. 

Chairman  Hayden.  Very  well,  then,  this  committee  will  stand 
adjourned. 

(Thereupon,  at  11:20  a.m.,  Thursday,  April  9, 1959,  the  committee 
was  recessed  to  reconvene  at  10  o’clock  Friday,  April  10, 1959.) 
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FRIDAY,  APRIL  10,  1959 

U.S.  Senate, 

Committee  on  Appropriations, 

W ashing  ton,  D.C. 

The  committee  met  at  10  a.m.,  pursuant  to  recess,  in  room  1224, 
New  Senate  Office  Building,  Hon.  Carl  Hayden  (chairman)  presid- 
ing. 

Present:  Chairman  Hayden,  Senators  Chavez,  Ellender,  Robert- 
son, Holland,  Bible,  Byrd,  Saltonstall,  Young,  Mundt,  Dworshak, 
Kuchel,  and  Allott. 

MUTUAL  SECURITY  PROGRAM 
Development  Loan  Fund 

STATEMENTS  OF  HON.  CHRISTIAN  A.  HERTER,  ACTING  SECRETARY 
OF  STATE,  AND  HON.  DEMPSTER  McINTOSH,  MANAGING  DIREC- 
TOR, DEVELOPMENT  LOAN  FUND,  ACCOMPANIED  BY  HON.  WIL- 
LIAM B.  MACOMBER,  JR.,  ASSISTANT  SECRETARY  OF  STATE  FOR 
CONGRESSIONAL  RELATIONS;  JOHN  0.  BELL,  SPECIAL  ASSISTANT 
FOR  MUTUAL  SECURITY  COORDINATION;  HART  PERRY,  DEPUTY 
MANAGING  DIRECTOR  FOR  LOAN  OPERATIONS,  DEVELOPMENT 
LOAN  FUND;  AND  JOHN  E.  MURPHY,  ASSISTANT  DEPUTY  DIREC- 
TOR-CONTROLLER, INTERNATIONAL  COOPERATION  ADMINIS- 
TRATION 

OPERATING  NEEDS  AND  PRACTICES 

Chairman  Hayden.  The  committee  will  be  in  order. 

My  recollection  that  when  we  adjourned  yesterday,  Senator  Dwor- 
shak wanted  to  ask  a question. 

Senator  Dworshak.  I am  not  prepared,  right  at  this  minute,  to 
proceed.  I had  something  yesterday  that  I wanted  to  ask,  which 
referred  to  policy.  I will  be  ready  to  ask  it  later. 

Chairman  Hayden.  Let  me  ask  Mr.  McIntosh  if  he  has  a prepared 
statement. 

Mr.  McIntosh.  Yes,  sir. 

I welcome  this  opportunity,  as  Managing  Director  of  the  Develop- 
ment Loan  F und,  to  appear  before  you  today. 

Senator  Ellender.  May  I ask  if  your  statement  is  along  the  same 
lines  as  that  made  by  Mr.  Herter  yesterday,  as  to  the  need  for  the 
full  amount? 
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Mi*.  McIntosh.  This  is  my  statement  supplementing  Secretary 
Herter’s  statement. 

My  purpose  is  to  supplement  the  remarks  of  Secretary  Herter  from 
the  vantage  point  of  the  Development  Loan  Fund’s  day-to-day  oper- 
ating needs  and  practices. 

I should  like  to  describe  how,  in  slightly  more  than  1 year,  the 
Development  Loan  Fund  has  organized  and  staffed  itself,  established 
basic  policies  and  operating  procedures  and  attained  a capability  for 
making  sound,  businesslike  loan  commitments  at  the  rate  of  about 
$700  million  a year.  This  record  should  dispel  any  doubt  that  the 
Development  Loan  Fund  can  handle  in  a prudent  way  the  full  $625 
million  authorized  for  this  fiscal  year. 

PERSONNEL  AND  ADMINISTRATIVE  EXPENSES 

Senator  Ellender.  In  that  connection,  Mr.  McIntosh,  will  you 
place  in  the  record  a listing  of  your  entire  staff,  what  they  are  being 
paid,  and  where  they  are  located  ? 

Mr.  McIntosh.  Yes.  They  are  all  located  in  Washington,  but  we 
will  put  that  information  in  the  record. 

Senator  Ellender.  Include  the  entire  cost,  including  the  extras, 

Mr.  McIntosh.  Yes,  sir.  Our  total  administrative  expenses  are 
limited  to  $1,250,000  this  fiscal  year. 

(The  information  referred  to  follows :) 

Development  Loan  Fund 


01 

02 

03 

04 

05 

06 

07 

08 
09 
11 

15 


Fiscal  year  1959  administrative  expense  estimates 


Object  classification 

Personal  services 

Travel — 

Transportation  of  things 

Communication  services 

Bents  and  utilities  services 

Printing  and  reproduction 

Other  contractual  services 

Services  performed  by  other  agencies 

Supplies  and  materials 

Equipment — - 

Grants,  subsidies,  and  contributions;  contributions  to  the  re- 
tirement fund — — ~ — . 

Taxes  and  assessments 


Amount 
$605,  506 
75,  000 
1,  000 
19,  000 
67,  500 

33,  000 
132,  700 
235,  800 

7,  500 
37,  000 

34,  000 
2,  000 


Total  limitation,  fiscal  year  1959 1. 


1,  250,  000 


1 As  the  DLF  is  a Government  corporation,  no  separate  appropriation  was  made  for 
administrative  expenses  in  fiscal  year  1959.  Rather,  Congress  approved  a limitation  of 
$1,250,000  on  the  total  amount  of  corporate  funds  that  may  be  used  for  this  purpose  during 
the  current  fiscal  year.  A limitation  upon  administrative  expenses  will  also  be  requested, 
for  fiscal  year  1960. 
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Development  Loan  Fund 

Personnel  on  duty  as  of  Mar.  31,  1959 


Title 

Name 

Grade 

Salary 

OFFICE  OF  MANAGING  DIRECTOR 

Managing  Director 

Dempster  McIntosh 

Stat. 

GS-15 

GS-14 

GS-9 

GS-7 

GS-7 

GS-5 

WB-5 

$20,000 
13,  970 
11,355 
5.  985 

4.  980 

5,  880 
4,  940 
4,283 

Special  assistant- . 

Frank  T.  O’Brien 

Do  . 

Harold  E.  Miner 

Secretary. . 

C.  Cullivan 

Do  I — 

A.  Hilvard 

Do  

A.  Lightfoot 

Do  

A.  Singer 

Messenger/chauffeur  . .. . . 

I,  Harrington 

DEPUTY  MANAGING  DIRECTOR  FOR  FINANCE  AND  DEVELOPMENT 

Deputy  Managing  Director 

Robert  B.  Menapace 

Stat. 

/GS-15  i 

\FSR-2 

GS-16 

GS-15 

GS-14 

GS-7 

GS-7 

GS-6 

GS-6 

$19,  000 
} 14,520 

34, 190 
12,770 
11,355 
5,  580 
5,580 

4.  490 

5.  240 

Assistant  Deputy  Managing  Director 

Chief,  Private  Investment  Division 

Finance  officer. 

Robert  M.  Cabot 

Hamlin  Robinson.. 

George  S.  Springsteen 

Development  officer - - 

Lester  E.  Gordon 

Secretary 

M.  Barrett 

Do.I 

A.  Calarco..  

Do 

E.  Ward 

Do 

M.  L.  Ferguson 

OFFICE  OF  THE  SECRETARY 


(Corporate)  Secretary 

Joseph  S.  Toner  

Stat. 

$15, 150 
11,  355 
9,890 
7,  510 
7,  030 

} 5,500 

5, 130 
4,  940 
4,  790 

Budget  officer. . ...I  

Fred  W.  Hahne 

GS-14 

Assistant  to  the  Secretary 

E.  Paulisch 

GS-13 

Committee  officer  I 

H.  Nelson 

GS-11 

Administrative  officer 

F.  J.  Tener.  

GS-ll 

Communications  analyst  

A.  Marshall 

FSS-11 1 

Secretariat  assistant-  

M.  Malik 

GS-7 

GS-7 

Communications  analyst. 

J.  M.  Taylor 

GS-6 

Secretary 

M.  Tracy 

GS-6 

Administrative  assistant 

H.  Shea 

GS— 6 

4, 490 
5,  390 
4,  640 
3,  825 

Statistical  clerk  (stenographer).  

M.  Fien.  

GS-6 

Secretary 

E.  Steinberg 

GS-5 

Clerk  (messenger) 

W.  Leake 

GS-2 

OFFICE  OF  GENERAL  COUNSEL 


Deputy  General  Counsel  (Acting'.General  Counsel) 
Assistant  General  Counsel-  ...  " 

Ralph  W.  Golby 

Timothy  B.  Atkeson 

GS-14 

GS-13 

GS-13 

$11,  355 
9,  890 
9,  890 

Attorney ..  . ... 

George  Rublee ...  

Do 

Samuel  V.  Goekjian 

GS-11 

7,030 

Do 

A.  Leibovitz  . 

1,  030 

Secretary ..  ...  

C.  Davis..  -.  

GS-6 

5'  390 

do.: 

M.  Biondi  ..  . ...  

GS-6 

4'  940 

Do 

B . Simmons 

GS-6 

5,390 

Do 

W.  Gulden 

GS-5 

< 790 

1 Reimbursable  detail  from  ICA. 
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Personnel  on  duty  as  of  Mar.  31,  1959 — Continued 


Title 

Name 

Grade 

Salary 

OFFICE  OF  THE  DEPUTY  MANAGING  DIRECTOR  FOR  LOAN 

OPERATIONS 

LOAN  OPERATIONS 

Deputy  Managing  Director 

Hart  Perry... 

Stat. 

Assistant  Deputy  Managing  Director. 

Edmond  C.  Hutchinson. . 

Stat. 

Chief  Engineer  ’ 

Robert  L.  Moorman 

GS-16 

Deputy  Chief,  Loan  Operations ...  

Reginald  F.  Chuttter.  . 

GQ-15  i 

Deputy  Chief,  Loan  Implementation.  ........ 

Samuel  Hassman 

FSR-3 

GS-15 

Loan  officer ...  .* _ . . __  

Maxwell  Obst  . 

GS-15 

Do 

Ralph  E.  Phillips 

GS-15 

Do 

William  C.  Ryan. 

GS-15 

Do 

Hazel  K.  Shorter 

GS-15 

Assistant  Chief  Engineer 

John  W.  Delaplaine...  .... 

GS-15 

Loan  officer . _ __  _ _ _ 

John  Ulinski 

GS-14 

Do 

Douglas  B.  Smith  ... 

GS-14 

Do 

Erwin  C.  Ilannum 

GS-14  i 

Do 

E.  Edward  Scoll..  _ _ _ _ 

FSR-2 

GS-14 

Do 

Philip  O’Brien.  

GS-14 

Do 

M.  Milburn  Pehl . 

GS-13 

Do 

E.  Gonzalez..  ....  ... 

GS-12 

Secretary _.  .... 

M.  Mitchell 

GS-8 

do.: 

V.  Moye  ..  ....  ... 

GS-7 

Do 

M.  Dickey  . _ _ _ 

GS-6 

Do 

M.  Olsson.  ..  . 

GS-6 

Do 

B.  Lyngas _ 

GS-6 

Do 

M.  O’Malley 

GS-5 

Do 

D.  Williams _ 

GS-5 

Do  . 

M.  Higgins ....  . 

GS-5 

Do 

M.  Freeman _ . 

GS-5 

Do 

D.  Kemp..  . ... 

GS-5 

Do 

E.  Blair ...  __  _ _ 

GS-4 

$18, 000 
17,  500 
14,  430 

13,  310 

13,  670 
13, 070 
13,  970 

12,  770 

13,  970 
12,  770 
11, 835 
11,355 

15, 180 

11,355 
12,  315 
9,  890 
8,  330 
5,  470 
5,  580 
5,  390 
4,  490 
5, 390 
4,  490 
4,  640 
4, 340 
4, 490 
4,940 
3,  755 


1 Reimbursable  detail. 

Note.— Total  personnel  on  duty  Mar.  31,  1959,  67. 


RATE  OF  LENDING 

Mr.  McIntosh.  It  shows  that  we  are  now  virtually  out  of  loanable 
capital,  and  it  confirms  the  need  for  the  full  $225  million  which  we 
have  requested,  if  the  Development  Loan  Fund  is  to  maintain,  until 
fiscal  year  1960  funds  become  available,  the  rate  of  lending  thus  far 
attained.  Secretary  Herter  has  already  noted  the  importance  to  our 
foreign  policy  of  sustaining  this  level  of  operations  and  the  pitfalls  of 
stop-and-go  activity. 

I shall  refer  frequently  during  my  statement  to  the  yellow-covered 
presentation  book  before  you.  This  book,  which  is  entirely  unclassi- 
fied, provides  a concise  and  comprehensive  picture  of  what  the  Devel- 
opment Loan  Fund  is  and  what  it  has  done  to  date. 

ESTABLISHMENT  AND  PURPOSE  OF  FUND 

As  you  know,  the  Development  Loan  Fund  was  established  under 
the  Mutual  Security  Act  of  1957  and  incorporated  under  the  act  of 
1958.  It  was  created  as  a needed  supplement  to  existing  sources 
which  finance  investment  in  the  less  developed  areas,  institutions  such 
as  the  World  Bank,  the  Export-Import  Bank,  the  International  Fi- 
nance Corporation,  and  private  investors  and  lending  institutions, 
It  is  carefully  desiged,  both  through  legislative  mandate,  and  in  oper- 
ational practice,  to  avoid  any  possible  duplication  or  competition  with 
those  other  funding  sources. 
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PURPOSE  OF  THE  DEVELOPMENT  LOAN  FUND 

The  Development  Loan  Fund  is  a specialized  instrument  of  U.S. 
roreign  policy  operating  under  the  foreign  policy  guidance  of  the 
Secretary  of  State.  Its  specialized  purpose  is  to  promote  long-term 
economic  growth  and  to  do  this  in  an  efficient,  businesslike  manner, 
and  its  authorities,  policies  and  procedures  are  shaped  with  this 
purpose  in  mind. 

Thus,  its  financing  is  exclusively  in  the  form  of  loans  and  other 
forms  of  credits — it  does  not  make  grants.  It  makes  loans  only  for 
specific  projects  and  there  is  a separate  loan  agreement  on  each  proj- 
ect tailored  to  the  particular  situation.  Its  repayment  terms  are 
flexible. 

In  recognition  of  the  fact  that  at  the  present  time  foreign  exchange 
is  a critically  short  resource  in  many  of  these  less  developed  coimtries, 
repayment  hi  local  currencies  is  permitted  where  advisable.  The 
Development  Loan  Fund  does  not  program  annual  levels  of  assistance 
for  particular  coimtries.  It  focuses  primary  responsibility  on  the 
Governments  or  private  businessmen  concerned  by  responding  only  to 
sound  proposals  which  they  submit. 

OBLIGATION  OF  FUNDS 

Congress  shaped  the  Development  Loan  Fund  in  other  ways  so  as 
to  enable  it  to  operate  in  a businesslike  maimer.  The  Development 
Loan  Firnd  is  not  required  to  obligate  its  capital  within  any  specified, 
time  period : it  can  obligate  fluids  when  it  is  convinced  that  efficient 
use  can  be  made  of  them  in  comiection  with  specific  projects.  It  is  a 
revolving  fluid,  able  to  relend  its  repayments  and  earnings,  and  it  is 
now  a Government  corporation  shared  by  the  Lender  Secretary  of 
State  for  Economic  Affairs,  and  having  as  its  other  Directors  the 
Chairman  of  the  Board  of  Directors  of  the  Export-Import  Bank; 
the  LLS.  Executive  Director  of  the  TTorld  Bank,  who  is  also  an  Assist- 
ant Secretary  of  the  Treasury : the  Director  of  the  International  Co- 
operation Administration;  and  myself,  as  Managing  Director  of  the 
Fund.  This  corporate  form  not  only  subjects  the  Development  Loan 
Fund  to  the  reporting  and  financial  requirements  of  the  Government 
Corporation  Control  Act,  it  also  gives  it  an  identity  which  empha- 
sizes its  distinct,  businesslike  role  in  carrying  out  LLS.  foreign  policy. 

FIRST  YEAR'S  PROGRESS 

As  Secretary  Herter  has  indicated,  the  Development  Loan  Fund 
now  has  behind  it  about  II  months  of  active  experience.  Although 
Congress  authorized  its  establishment  in  the  fall  of  1957,  there  was  a 
necessary  preparatory  period  before  actual  operations  could  get  un-. 
derway.  As  a result,  it  was  unable  to  handle  loan  requests  until 
January  1958,  with  one-half  of  the  fiscal  year  1958  remaining. 

The  chart  on  page  2 of  the  presentation  book  points  up  graphically 
the  basic  trends  in  Development  Loan  Firnd  activitv  through  January 
1959. 

Two  months  later,  as  of  March  31,  the  Development  Loan  Fund  had 
taken  under  consideration  proposals  totaling  almost  $3  billion.  These 
are  screened  proposals  and  do  not  include  many  applications  and 
inquiries  that  appeared  at  the  outset  to  be  inappropriate  for  Develop- 
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ment  Loan  Fund  financing.  All  have  passed  a preliminary  review 
indicating  they  are  the  types  of  projects  which  appear  to  be  eligible 
for  Development  Loan  Fund  financing  subject  to  an  intensive 
evaluation. 

From  this  total,  $830  million  in  proposals  were  later  withdrawn, 
transferred  to  other  interested  financing  institutions,  or  found  on 
further  examination  to  be  inappropriate  for  Development  Loan  Fund 
financing. 

As  of  the  end  of  March,  rather  than  the  January  31  date  in  the 
presentation  book,  $698  million  of  this  total  had  been  approved  for 
loans.  As  of  this  moment,  only  $844,000  of  the  Fund’s  appropriated 
capital  of  $700  million  is  still  available  for  loans.  And  almost  $1.5 
billion  in  screened  proposals  are  still  on  hand  and  under  consideration. 

COMMITMENTS  TO  DATE 

The  loans  made  thus  far  are  all  for  specific,  sound  projects.  Mr. 
Dillon,  as  Chairman  of  the  Board,  and  I,  as  Managing  Director,  have 
gone  over  each  commitment  together  with  our  other  colleagues  on 
the  Board  of  Directors.  The  Board  has  approved  each  loan.  I am 
satisfied  that  each  commitment  is  technically,  economically,  and  finan- 
cially sound,  and  will  contribute  to  economic  growth. 

Senator  Ellender.  When  you  say  that  you  are  satisfied  that  each 
commitment  is  technically,  economically,  and  financially  sound,  do 
you  mean  that  there  is  no  question  in  your  mind  that  the  loan  will  be 
collected  ? 

Mr.  McIntosh.  That  is  right — and  also  the  project  will  be  of  eco- 
nomic benefit  to  the  country,  and  that  it  is  a technically  and  finan- 
cially sound  undertaking.  If  it  is  a private  enterprise,  we  believe  that 
it  will  be  profitable. 

Senator  Ellender.  Well,  I hope  you  can  maintain  that  view  when 
we  discuss  one  of  the  loans  made  to  Taiwan. 

Mr.  McIntosh.  We  will  try  to  do  that. 

DISTRIBUTION  OF  LOANS 

The  chart  on  page  3 of  the  presentation  book  shows  our  loan  com- 
mitments as  of  January  31,  indicating  that  the  Far  East  had  then 
obtained  25  percent  of  our  loans,  south  Asia  37  percent,  and  the  Near 
East  19  percent.  The  remaining  19  percent  represents  loans  in  Latin 
America,  Europe,  and  Africa. 

The  uses  of  these  loans  are  summarized  on  page  20  of  the  “Presen- 
tation Book”  in  the  table  which  shows  total  commitments  according 
to  functional  categories.  It  can  be  seen  from  this  table  that  over 
one-half  of  our  loans  as  of  January  31,  were  for  basic  facilities  in 
the  fields  of  transportation  and  power.  The  remainder  have  been  in 
the  fields  of  industry,  food  and  agriculture,  mining,  water  supply 
and  sewage,  and  municipal  development. 

About  one-third  of  our  loans  will  directly  benefit  private  enter- 
prise in  the  less-developed  areas,  A total  of  $92  million  in  loan  com- 
mitments had  then  been  made  directly  to  private  borrowers,  another 
$132  million  have  been  made  directly  to  governments  for  the  purchase 
of  imported  equipment  which  will  be  made  available  to  local  private 
industries. 
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You  can  obtain  an  impression  of  the  worth  and  variety  of  loans 
approved  thus  far  from  the  individual  descriptions  which  begin  on 
page  IT  of  the  “Presentation  Book.”  I should  like  to  illustrate  the 
scope  and  flexibility  of  our  operations  by  bringing  to  your  attention 
three  types  of  transactions  entered  during  our  first  year. 

TYPES  OF  LOANS 

First,  there  is  what  we  call  a joint  operation,  involving  the  exten- 
sion of  a loan  or  loans  in  conjunction  with  the  other  lending  institu- 
tions or  governments.  For  example,  shortfalls  in  projects  financed 
under  India's  second  5-year  plan  were  met  with  several  loans  totaling 
$175  million  in  conjunction  with  credits  extended  to  India  by  the  Ex- 
port-Import Bank,  the  IBRD,  and  the  Governments  of  the  United 
Kingdom,  Germany,  J apan,  and  Canada. 

A somewhat  similar  joint  operation  was  undertaken  in  connection 
with  Turkey  last  year. 

In  Thailand  the  Development  Loan  Fund  joined  with  the  Export- 
Import  Bank  in  extending  loans  for  power  development.  The  Ex- 
port-Import Bank  made  a loan  of  approximately  $14  million  for  a 
thermal  power  installation  while  the  Development  Loan  Fund  made 
a loan  of  $20  million  for  a power  distribution  system.  Both  loans 
together  make  possible  a project  involving  power  generation  and 
distribution  in  and  around  Bangkok. 

A second  type  of  credit  operation  is  the  loan  guarantee.  The  De- 
velopment L*>an  Fund  made  a direct  loan  of  $2  million  to  expand 
shipyard  facilities  in  Taiwan.  In  addition,  it  guaranteed  for  a fee 
a $4.5  million  loan  by  two  U.S.  banks  for  the  construction  of  ships  in 
this  yard.  This  guarantee  made  possible  the  use  of  private  capital 
in  assisting  the  growth  of  an  underdeveloped  economy. 

The  third  type  of  credit  operation  is  exemplified  by  one  in  Guate- 
mala which  is  assisting  small  private  enterprises  to  play  an  important 
role  in  developing  the  economy  of  that  country. 

Guatemala  is  a country  which  has  been  hard  hit  by  the  depressed 
state  of  the  coffee  market.  This  has  contributed  to  unrest  and  Com- 
munist activity  in  Guatemala.  The  country  has,  however,  one  re- 
source which  so  far  has  gone  largely  undeveloped.  It  contains  the 
only  area  in  this  hemisphere  where  the  higher  yielding  types  of  rub- 
ber trees  can  grow  without  being  stricken  by  blight. 

The  Development  Loan  Fund  loan  of  $5  million,  repayable  in  12 
years  in  U.S.  dollars  at  5%  percent  interest,  will  be  relent  to  small 
private  investors  to  cover  the  foreign  exchange  costs  of  procuring 
certain  equipment,  materials,  and  services  from  outside  their  country. 
In  time,  rubber  exports  should  earn  about  $30  million  in  foreign  ex- 
change for  Guatemala.  In  addition,  the  increased  production  of  raw 
rubber  will  supply  a Guatemala  tire  factory,  which  must  now  rely  on 
imports,  thereby  utilizing  scarce  foreign  exchange. 

LOAN  BEPAYMENTS 

The  Development  Loan  Fund  has,  during  its  early  stages,  been 
engaged  in  the  initial  administrative  phases  of  loan  operations. 
Thus,  it  has  established  basic  policies,  received  and  reviewed  applica- 
tions. approved  some,  and  concluded  loan  agreements.  But  much 
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more  must  follow:  Disbursements  will  accelerate  in  time,  repayments 
will  begin  to  return  in  volume,  and  actual  project  progress  will  begin 
to  be  evidenced  as  contracts  are  let,  procurement  undertaken,  and 
construction  begun. 

Even  now,  loan  repayments  and  guarantee  fees  are  beginning  to 
accrue.  To  date  these  total  the  equivalent  of  $241,000  in  both  dollars 
and  local  currency.  By  the  end  of  this  fiscal  year  we  estimate,  based 
on  our  assumptions  as  to  disbursements,  the  collection  of  interest  and 
fees  will  total  $1.9  million,  and  principal  repayments  about  $50,000. 
These  dollar  and  local  currency  funds  become  available  for  relending 
for  economic  development. 

Senator  Chavez.  That  is  out  of  what  total  ? 

Mr.  McIntosh.  Well,  out  of  total  loans  of  $698  million. 

Senator  Chavez.  You  collected  around  $1  million  ? 

Mr.  McIntosh.  We  expect  to  collect  about  $1,900,000  by  the  end 
of  this  fiscal  year. 

Senator  Ellender.  Isn’t  that  a small  amount  ? 

Mr.  McIntosh.  We  have  made  loans  and  commitments  of  $698 
million,  but  the  disbursements  against  these  loans  will  be  about  $100 
million  by  June  30, 1959. 

Senator  Chavez.  What  are  our  prospects  of  collecting  that  interest? 

Mr.  McIntosh.  We  expect  to  collect  all  the  interest  and  amortiza- 
tion payments  as  due. 

Senator  Chavez.  You  will  not  come  back  to  the  Congress  and  ask 
it  to  forgive  the  interest  ? 

Mr.  McIntosh.  No,  sir. 

Senator  Chavez.  You  did  that  before,  did  you  not  ? 

Mr.  McIntosh.  Not  in  the  Development  Loan  Fund.  Of  course, 
we  have  not  had  much  opportunity. 

Senator  Saltonstall.  Mr.  Chairman,  may  I say  this : Do  you  do 
yourself  justice  there?  The  loan  disbursements  to  date  are  $32,- 
688,000,  is  that  right  ? 

Mr.  McIntosh.  Yes. 

Senator  Saltonstall.  And  on  that  you  expect  to  collect  $1,900,000 
in  interest  and  fees  and  principal  repayments  of  $500,000.  I was 
going  to  say  that,  when  you  are  talking  about  $698  million,  which 
is  what  you  are  really  talking  about,  you  cannot  get  a repayment  on 
something  you  have  not  disbursed. 

Mr.  McIntosh.  That  is  right. 

Senator  Saltonstall.  I do  not  think  you  brought  that  out. 

Mr.  McIntosh.  I am  sorry.  The  disbursements  thus  far  as  of 
March  31  are  approximately  $32  million.  We  anticipate  that  dis- 
bursements by  the  end  of  the  first  fiscal  year  will  be  in  the  neighbor- 
hood of  $100  million,  and  out  of  that  we  expect  to  collect  interest 
and  fees  of  about  $1.9  million  and  principal  repayments  of  about 
$50,000.  The  statement  that  I am  reading  from  has  that  figure  in- 
correctly stated  as  $500,000.  It  should  be  $50,000. 

FEES  FOR  LOAN  GUARANTEE 

Senator  Ellender.  Describe  these  fees  for  us. 

Mr.  McIntosh.  The  fees  are  for  guarantees  on  loans.  We  have 
guaranteed  two  loans.  We  guaranteed  a loan  made  by  the  Bank  of 
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America  and  another  loan  made  by  the  Marine  Midland  Trust  to 
Ingalls-Taiwan  Shipbuilding  Corp. 

Senator  Ellexder.  TTliat  is  the  fee  ? 

Mr.  McIntosh.  We  charge  them  a fee  on  each  loan  of  2 percent. 
We  thought  it  was  advisable  to  bring  in  private  banking  capital. 

Senator  Ellexder.  You  charge  2 percent  to  guarantee  the  loan? 

Mr.  McIntosh.  Yes.  We  charge  them  a fee  for  guaranteeing  the 

loan. 

Senator  Ellexder.  That  is  in  the  nature  of  insurance. 

Mr.  McIxtosh.  Yes. 

Senator  Ellexder.  Do  you  reinsure  these  loans  or  do  you  carry  the 
insurance  yourself  ? 

Mr.  McIxtosh.  We  carry  the  insurance  ourselves. 

Senator  Ellexder.  What  is  the  total  amount  of  guarantee  loans? 

Mr.  McIxtosh.  The  loans  amount  to  81.500,000. 

Senator  Ellexder.  What  period  of  time  is  covered  by  these  two 
loans  ? 

Mr.  McIxtosh.  I think  they  are  about  2 -year  term  loans,  very  short 
term  loans. 

Senator  Ellexder.  Can  you  protect  yourself  on  2 percent  ? 

Mr.  McIxtosh.  I think  that  is  a reasonable  fee.  Without  a guar- 
antee. under  normal  conditions  a bank  would,  assuming  all  the  risk 
itself,  charge  perhaps  I or  5 percent,  so  I think  our  guarantee  is  OK. 

Senator  Ellexder.  What  is  the  rate  of  interest  charged  by  the  bank 
to  the  borrower  ? 

Mr.  McIxtosh.  I believe  they  are  charging  about  4%  percent.  I 
am  not  certain  about  that  exact  rate. 

Senator  Ellexder.  In  addition  to  that,  they  pay  2 percent  ? 

Mr.  McIxtosh.  Yes,  sir. 

Senator  Ellexder.  Which  would  make  6t£  percent  per  year? 

Mr.  McIxtosh.  Yes,  approximately. 

Senator  Ellexder.  And  that  is  paid  by  the  borrower  ? 

Mr.  McIxtosh.  Yes,  sir. 


ANTICIPATED  COLLECTIONS 

Senator  Saltoxstall.  Mr.  McIntosh,  with  relation  to  the  year's  re- 
sults, the  results  at  the  end  of  this  fiscal  year,  on  loans  of  8100  mil- 
lion— not  loans,  but  cash  disbursements  of  8100  million — you  expect 
to  collect  about  82.500.000  ? 

Mr.  McIxtosh.  Xo.  That  “$500,000"  figure  in  my  statement 
should  be  corrected  to  read  “850.000."  We  expect,  to  collect  about 
$1,950,000. 

Senator  Saltoxstall.  Then  you  expect  to  collect  approximately  2 
percent  ? 

Mr.  McIxtosh.  Yes.  But  of  the  loans  we  make  normally,  and  this 
has  been  the  experience  in  the  Export-Import  Bank  and  the  World 
Bank,  too,  during  the  first  year  disbursements  amounted  to  only  about 
10  percent,  the  second  year  disbursements  would  be  more,  so  your  dis- 
bursements during  this  first  fiscal  year  will  amount  to  only  about 
$100  million. 

Senator  Saltoxstall.  Xow  you  want  to  correct  the  statement,  ac- 
cording to  the  record  then,  that  that  “8500.000"  figure  should  be  made 
to  read  “850,000"  ? 
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Mr.  McIntosh.  Yes,  sir.  It  has  been  corrected  on  some  of  the 
copies  that  have  been  passed  out  to  the  members  of  the  committee. 

FUNDS  AVAILABLE  FOR  RELENDING 

These  dollar  and  local  currency  funds  become  available  for  relend- 
ing for  economic  development. 

Senator  Ellender.  You  say,  as  the  funds  are  collected,  they  become 
available  for  relending? 

Mr.  McIntosh.  Yes,  sir. 

Senator  Eleender.  To  whom  ? 

Mr.  McIntosh.  To  any  borrowers  whom  we  approve. 

Senator  Ellender.  Suppose  you  collect  rupees  from  India,  what 
will  you  do  with  them  ? 

Mr.  McIntosh.  We  will  loan  them  in  that  country. 

Senator  Ellender.  So  the  fund  will  only  revolve  in  that  country. 

Mr.  McIntosh.  Of  course,  if  we  collect  dollars  or  convertible  cur- 
rencies, we  can  use  those  any  way  we  wish. 

Senator  Ellender.  What  percentage  of  your  loans  is  repayable  in 
dollars? 

Mr.  McIntosh.  About  20  percent.  Of  the  loans  we  have  made,, 
about  $135  million  are  repayable  in  dollars. 

Senator  Ellender.  Are  you  able  to  tell  us  what  percentage  of  the 
rest  of  the  money  which  will  be  paid  back  will  be  convertible? 

Mr.  McIntosh.  No  one  could  tell  that,  Senator.  Some  of  the  local 
currencies,  for  example,  the  Honduran  lempira,  is  convertible  at  this 
time.  The  Guatemalan  currency  is  convertible.  At  this  time  the 
Indian  rupees,  where  we  have  made  our  largest  major  loans,  are  not 
convertible. 

Senator  Ellender.  What  about  Pakistan  and  Taiwan? 

Mr.  McIntosh.  It  is  hoped  that  all  of  those  currencies  some  day 
will  be  convertible. 

Senator  Ellender.  Your  biggest  loans  have  been  in  countries 
where  you  cannot  convert ; is  that  right  ? 

Mr.  McIntosh.  The  reason  we  made  those  loans  to  be  repayable  in 
local  currencies  in  those  countries  is  because  those  countries  are  not  in 
a position  to  repay  in  dollars. 

Senator  Ellender.  I want  to  reiterate  the  position  I took  yester- 
day. It  strikes  me,  you  ought  to  lend  this  money  in  countries  which 
have  not  received  grants  from  us.  I hope  to  point  out  to  the  com- 
mittee, as  we  go  along,  the  huge  amount  of  grants  that  we  have  made 
to  countries  where  vou  have  now  made  your  greatest  amount  of  loans. 

Senator  Byrd.  May  I ask  a question  at  this  time  ? 

Chairman  Hayden.  Yes. 

Senator  Byrd.  Mr.  McIntosh,  are  you  saying  that  20  percent  of  the 
$241,000  is  repayable  in  dollars? 

Mr.  McIntosh.  No;  20  percent  of  the  total  loans  or  commitments 
that  we  made.  That  is  roughly,  20  percent  of  the  $698  million. 

Senator  Byrd.  How  much  of  the  $241,000,  referred  to  at  the  bottom 
of  page  6 of  your  statement,  has  been  repaid  in  dollars  ? 

Mr.  McIntosh.  About  $50,000  of  the  $241,000  is  in  dollars. 
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UNCONVERTED  CURRENCIES  ON  HAND 

Senator  Byrd.  I wonder  if  it  would  be  a fair  request  of  Mr.  Mc- 
Intosh to  ask  if  he  could  supply  the  committee  with  information  con- 
cerning the  total  amount  of  foreign  currencies  that  we  have  that  we 
have  been  unable  to  convert  into  dollars  ? 

Mr.  McIntosh.  We  can  give  you  a statement  of  that,  according  to 
the  best  information  available. 

Senator  Byrd.  And  also  a breakdown  of  the  currencies  by  countries, 
if  you  please  ? 

Mr.  McIntosh.  Yes,  sir. 

Senator  Byrd.  Would  it  be  possible  for  Mr.  McIntosh  or  ICA  to 
supply  the  committee  with  this  information,  because  I think  it  might 
be  surprising  to  know  the  amount  of  foreign  currencies  we  have  which 
are  practically  worthless,  except  maybe  to  reloan  to  some  of  these 
same  countries  ? 

Mr.  McIntosh.  I will  ask  Mr.  Murphy  to  furnish  the  connnittee 
with  that. 

Mr.  Murphy.  We  will  furnish  you  with  a table. 

(The  material  referred  to  follows :) 

June  30,  1958,  value  of  local  currency  balances  under  the  control  of  mutual  security 
'program  agencies,  by  region,  country,  and  source  of  currency 

[In  thousands  of  dollar  equivalents] 


Region  and  country 


Europe,  total 

Austria,  total 

MSP  (U.S.  owned) 

Public  Law  480,  title  I (U.S.  owned) 

Belgium,  MSP  (U.S.  owned),  total 

France,  Public  Law  480,  title  I (U.S.  owned),  total. 

Germany,  MSP  (U.S.  owned),  total 

Iceland,  Public  Law  480,  title  I (U.S.  owned),  total 


Italy,  total 


MSP  (U.S.  owned) 

Public  Law  480,  title  I (U.S.  owned) 

Spain,  total 


MSP  (U.S.  owned) 

Public  Lawr  480,  title  I (U.S.  owned) 


United  Kingdom, 
Yugoslavia,  totaL 


MSP 


(U.S.  owned), 


total 


MSP  (U.S.  owned) 

Public  Law  480,  title  I (U.S.  owned) 


Africa,  total 

Morocco,  MSP  (U.S.  owned),  total. 


Unoblieated  or  uncommit- 
ted deposits  at  June  30, 
1958 


At  agree- 

At  market 

ment  rates  1 

rates  2 

399, 244 

292. 664 

5,767 

5.  799 

1,058 

1,  0r2 

4,  709 

4,  737 

900 

899 

660 

550 

3,195 

3,199 

574 

371 

47,  861 

47.  861 

3,840 

3, 840- 

44,  021 

44.  021 

108,  203 

78.  716 

12,176 

8,  522 

96,  027 

70,194 

20, 959 

21, 043 

211, 125 

134.  226 

22,  206 

12.  445 

188,  919 

121,  781 

4,500 

4, 145 

4.500 

4.145 

442,  799 

428,  338 

Near  East  and  South  Asia,  total 
See  footnotes  at  end  of  table,  p.  671. 
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June  30,  1938,  value  of  local  currency  balances  under  the  control  of  mutual  security 
program  agencies,  by  region,  country,  and  source  of  currency — Continued 


[In  thousands  of  dollar  equivalents] 


Region  and  country 

Unobligated  or  uncommit- 
ted deposits  at  June  30, 
1958 

At  agree- 
ment rates  1 

At  market 
rates  2 

Afghanistan,  MSP  fU.S.  owned"),  total 

1, 172 
30 
15,  645 

432 
30 
12, 492 

Ceylon,  MSP  (U.S.  owned),  total  _ _ 

F.pvnt,  total 

MSP  (U.S.  owned) __  _ _ 

2,  479 
13, 166 

1,979 
10, 513 

Public  Law  430,  title  I (U.S.  owned),  

Greece,  total 

13,  642 

13,  652 

MSP  (U.S.  owned)...  . ... 

■ 10.  672 
2,  970 

10,  672 
2,  980 

Public  Law  480,  title  I (U.S.  owned)  _ 

Tndia,  total  . . 

285,  445 

288,  281 

MSP  (U.S.  owned)..  . _ 

40,  075 
245, 370 

40, 435 
247,  846 

Public  Law  480,  title  I (U.S.  owned)  - 

Iran,  Public  Law  480,  title  I (U.S.  owned),  total  

3.  927 
15,  766 

3,  953 
15,  766 

Israel,  total  .... . ..  

MSP  (U.S.  owned)  

638 
15, 128 

638 
15, 128 

Public  law  480,  title  I (U.S.  owned) ....  

Pakistan,  total . . 

65,  947 

66,  695 

MSP  (U.S.  owned) 

2,  683 
63,  264 

2,  724 
63,  971 

Public  Law  480,  title  I (U.S.  owned)  ______ 

Turkey,  Public  Law  480,  title  I (U.S.  owned),  total..  ...  

41,  225 

27, 037 

Par  East,  total _ _ 

161,  402 

114,  770 

Burma,  Public  Law  480,  title  I (U.S.  owned),  total _ 

16,  873 
9,122 

17, 171 
6,265 

China,  total  ..  _ 

MSP  (U.S.  owned)...  ..  __  . ..  _ _ __  

5,  468 
3,  654 

3,  755 
2,  510 

Public  Law  480,  title  I (U.S.  owned) 

Indonesia,  Public  Law  489  title  I (U.S.  owned),  total ....  

67,  836 
4,  680 

26,  216 
4,  680 

Japan,  total  _ ___.  . 

MSP  (U.S.  owned)  

52 
4,  628 

52 

4,628 

Public  Law  480,  title  I (U.S.  owned) ..  . . 

Korea,  total  _ __  _ 

48,  205 

48,  205 

MSP  (U.S.  owned)  

36,  591 
11,614 

36,  591 
11,614 

Public  Law  480,  title  I (U.S.  owned)  _..._ 

Laos,  MSP  (U.S.  owned),  total  _______  _ 

25 

8, 068 

25 

8, 082 

Philippines,  total  __ 

MSP  (U.S.  owned)  _ _ -_ __  

2,  234 
5,  834 

2,  226 
5, 856 

Public  Law  480  title  T (U.S.  owned) 

Thailand  Public  Law  480,  title  T fU.S.  owned),  total 

1,581 

5,012 

1,613 
2,  513 

Vietnam,  MSP  (U.S.  owned),  total  _ _ _ 

Latin  America,  total  _ 

58,  594 

28,  494 

Argentina.  Public  Law  480,  title  T fU.S.  owned),  total  

18,  231 
33 
29,  441 
1,424 
2, 134 
994 
201 

7,  776 
32 
12,  894 
689 
1,  054 
910 
2C1 

Bolivia  MSP  (U.S.  owned),  total 

Rra7.il  Public.  L aw  480,  title  T ('ll. S.  owned),  total. _ 

Chile  Public  Law  480  tife  T fTT.S.  owned),  total  ... 

Colombia.  Public  Law  480  tit’e  T fTT.S.  owned),  total  

Ecuador  Public  L aw  480  title  T fTT  S.  owned),  total  _ _ 

Guatemala,  MSP  (U.S.  owned),  total..  ____  

See  footnotes  at  end  of  table,  p.  671. 
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June  80,  1958,  value  of  local  currency  balances  under  the  control  of  mutual  security 
program  agencies,  by  region,  country,  and  source  of  currency — Continued 


[In  thousands  of  dollar  equivalents] 


Region  and  country 

Unobligated  or  uncommit- 
ted deposits  at  June  30, 
1958 

At  agree- 
ment rates  1 

At  market 
rates  2 

Mexico  Public  Law  480,  title  I (U.S.  owned),  total 

94 
6, 042 

94 

4,844 

Peru  Public  Law  480,  title  I (U.S.  owned),  total 

Recapitulation  by  source  of  currency 

1, 066,  539 

868, 411 

MSP  (U.S.  owned)  

176, 199 
890,  340 

157,  460 
710,  951 

Public  Law  480,  title  I (U.S.  owned) 

1 Weighted  average  of  the  rates  of  the  various  agreements  by  which  the  currencies  were  acquired. 

2 The  rate  at  which  the  U.S.  Department  of  the  Treasury  sold  U.S. -owned  currencies  to  U.S.  agencies  in 
■exchange  for  dollars. 

Note.— It  is  not  generally  the  policy  of  ICA  to  convert  foreign  currencies  into  dollars  for  the  reason  that 
the  foreign  currencies  are  normally  programed  within  the  host  country  for  projects  or  other  activities  con- 
side  ed  to  be  in  the  best  inte  est  of  the  country  and  the  United  States.  Where  the  currencies  w ere  cenerated 
by  the  expenditure  of  dollars  appropriated  for  the  mutual  security  program,  they  are  of  course  used  for  pur- 
poses directly  related  to  the  mutual  secuiity  program.  With  respect  to  Public  Law  480,  title  I activities, 
the  original  transactions  were  undertaken  to  facilitate  transfer  of  U.S.  surplus  agricultural  commodities  for 
ioreign  currencies  because  the  recipient  country,  in  most  instances,  was  unable  to  pay  for  the  commodities 
with  dollars.  In  this  case,  the  portion  of  the  resulting  currencies  turned  over  to  mutual  security  program 
agencies  are  used  for  purposes  either  directly  related  to  the  mutual  security  program  in  that  country  or  for 
.purposes  which  are  compatible. 

To  attempt  a conversion  of  such  currencies  into  dollars  would  result  in  placing  an  additional  economic 
burden  on  the  recipient  country  which  the  United  States  is  endeavoring  to  assist.  The  release  of  additional 
foreign  currencies,  through  conversion,  or  other  means  to  some  of  the  countries  participating  in  the  mutual 
security  program  would  only  result  in  causing  inflation  which  is  currently  a deterrent  to  economic 
^development. 


EXPENDITURE  PROJECTIONS 

Mr.  McIntosh.  To  complete  the  current  picture  of  the  Development 
Doan  Fund’s  fiscal  status,  its  expenditures,  which  for  a bank  means 
disbursements  against  loan  agreements  pursuant  to  implementation 
instructions,  are  now  just  beginning.  As  of  the  end  of  March,  ex- 
penditures totaled  about  $38  million.  The  projections  for  expendi- 
tures during  the  coming  months  show  a steady  increase. 

This  statistical  picture  and  review  of  Development  Loan  Fund’s 
lending  activity  during  its  first  year  does  not  begin  to  suggest  all  that 
lias  been  accomplished.  While  the  Development  Loan  Fund  was 
processing  more  than  $2.8  billion  in  proposals,  approving  almost  $700 
million  and  turning  down  more  than  $600  million  following  more 
intensive  review,  it  was  also  developing  its  staff  organization  and  its 
basic  methods  of  operation. 

DEVELOPMENT  LOAN  FUND  STAFF 

The  Development  Loan  Fund  staff  now  consists  of  67  persons  who 
are  responsible  for  the  review  and  processing  of  loan  applications  and 
for  overseeing  the  implementation  of  approved  loans.  All  of  our  per- 
sonnel are  located  in  Washington.  For  our  oversea  representation 
we  rely  on  the  personnel  of  the  U.S.  Operations  Missions  and  our 
Embassies  abroad,  together  with  frequent  trips  to  borrowing  countries 
by  our  staff  personnel. 

In  Washington  we  depend  considerably  on  consultations  with  and 
the  advice  of  staff  personnel  of  other  agencies.  Our  staff  also  main- 
tains close  contact  with  the  IBRD  and  the  International  Finance  Cor- 
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poration.  To  assure  that  we  are  not  financing  projects  which  might 
be  of  interest  to  private  investors,  we  have,  among  other  things,  es- 
tablished contacts  with  banks  interested  in  overseas  lending  and 
investment. 

OPERATING  PROCEDURES 

Our  operating  procedures  are  described  on  pages  7 through  9 of 
the  presentation  book.  I should  like  to  note  that  the  Development 
Loan  Fund’s  staff  only  considers  applications  which  meet  certain  basic 
requirements  for  information.  The  staff  reviews  each  proposal  in 
terms  of  the  relation  of  the  proposed  loan  to  the  growth  of  the  economy 
involved,  the  financial  and  technical  soundness  of  the  activity,  the 
availability  of  other  sources  of  financing,  and  the  adverse  effect,  if 
any,  of  the  new  activity  on  the  economy  of  the  United  States.  The 
review  of  the  Development  Loan  Fund  staff  brings  to  bear  the  views 
of  other  interested  agencies  of  the  Government,  as  well  as  the  Em- 
bassies and  ICA  missions  overseas.  The  process  of  review  normally 
involves  considerable  interchange  with  the  applicant,  in  which  he  is 
asked  to  clarify  his  original  proposal  and  provide  supplemental  in- 
formation. 

I should  like  to  stress  that  in  our  operational  procedure  we  endeavor 
to  avoid  prematurely  tying  up  our  funds  against  projects  whose 
implementation  is  sometime  in  the  distant  future.  Each  of  our  loans 
is  generally  made  for  a specific  project  and  only  after  the  necessary 
engineering,  financial,  and  economic  detail  has  been  prepared  to  our 
satisfaction  by  the  borrower. 

Senator  Ellender.  That  is  under  your  auspices  ? 

Mr.  McIntosh.  Yes,  sir,  for  analyzing  and  appraising  this  detail 
we  use  the  facilities  of  ICA  and  other  facilities,  as  well  as  our  own. 

We  consult  private  engineering  firms  and  we  consult  other  U.S. 
Government  agencies  like  the  Army  Corps  of  Engineers  in  some 
cases.  We  use  many  facilities  besides  our  own. 

Senator  Ellender.  Is  ICA  helping  you  out  with  the  answers? 

Mr.  McIntosh.  Yes.  Mr.  Murphy,  Controller  of  ICA,  is  right 
here  with  me. 

Senator  Ellender.  I ask  that  because  I may  have  a few  questions 
that  will  probably  concern  ICA. 

RESPONSIBILITY  ON  APPLICANT 

Mr.  McIntosh.  By  relying  upon  the  project  approach  our  loans  are 
made  in  response  to  specific  requests  on  the  part  of  the  applicant. 
We  have  found  that  these  procedures,  which  we  have  developed  in 
the  past  year,  and  are  continually  trying  to  perfect,  make  for  a 
businesslike  approach  to  the  use  of  our  available  loan  capital.  They 
have  the  happy  effect  of  causing  applicants  in  the  underdeveloped 
areas  to  think  through  many  of  their  problems,  with  the  result  that 
the  final  activity  is  economically  sound  and  technically  feasible. 

Senator  Holland.  Mr.  Chairman,  may  I ask  this  question : 

You  mean  by  that  that  instead  of  earmarking  a part  of  your  total 
fund  for  any  one  nation,  which  you  know  is  going  to  require  some 
help,  that  you  insist  on  leaving  it  all  in  one  pool,  except  as  it  is  al- 
located for  specific  projects  which  you  approve,  regardless  of  where 
those  projects  originate? 

Mr.  McIntosh.  That  is  right,  except  there  have  been  some  ex- 
ceptions, where  we  have  entered  into  commitments  with  other  agen- 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959  673 


cies,  to  make  loans  to  certain  countries,  such  as  India  and  Turkey, 
but  in  general  we  do  not  allocate  our  funds  in  advance  by  countries. 

LOANS  TO  INDIA 

Senator  Holland.  But  when  you  have  entered  into  an  arrangement 
with  another  agency,  to  lend  a certain  other  country,  as  for  instance 
India,  a sum  of  money,  is  it  limited  by  a certain  amount  on  certain 
projects  or  how  is  that  allocation  made  ? 

Mr.  McIntosh.  In  the  first  financing  which  was  agreed  to  with 
India  a year  ago,  the  Development  Loan  Fund  agreed  to  loan  $75 
million  and  the  Export-Import  Bank  at  the  same  time  agreed  to  loan 
$150  million. 

Senator  Holland.  That  is  without  reference  to  a particular  project? 

Mr.  McIntosh.  That  is  right.  But  we  made  this  clear.  We  stated 
that  our  $75  million  would  be  loaned  only  for  specific  projects  suL 
mitted  to  us  by  the  Indian  Government,  and  approved  by  us,  which 
we  later  did. 

But  we  agreed,  in  advance,  to  loan  $75  million,  subject  to  satisfac- 
tory projects  being  worked  out. 

All  of  our  loans,  when  finally  put  through,  have  been  put  through 
against  a specific  project. 

Senator  Holland.  Would  you  show  for  the  record,  please,  the 
amount  of  your  total  authorization,  the  total  funds  which  you  had  on 
hand  which  you  thus  earmarked,  at  the  request  of  other  agencies,  to 
be  loaned  in  the  future,  without  their  being  allocated  in  the  beginning 
to  specific  projects  ? 

Mr.  McIntosh.  We  will  be  glad  to  submit  a statement  of  that. 

(The  information  referred  to  follows :) 

Within  its  $700  million  of  available  capital,  the  Development  Loan  Fund 
made  three  loan  commitments  in  advance  of  receipt  of  specific  project  applica- 
tions. These  commitments  were,  however,  contingent  on  subsequent  approval  by 
the  DLF  of  specific  projects.  The  commitments  were  as  follows  : 

PHILIPPINES 

When  the  President  of  the  Philippines  visited  the  United  States  in  the  summer 
of  1958,  a statement  was  issued  by  the  President  effectively  committing  the  DLF 
to  lend  to  the  Philippines  $50  million  for  specific  projects  subject  to  the  appro- 
priation of  sufficient  funds  by  the  Congress  and  the  submission  of  satisfactory 
projects.  A $75  million  commitment  of  Export-Import  Bank  funds  was  made 
at  the  same  time.  Since  that  time,  after  some  delay,  the  DLF  has  received  a 
substantial  number  of  applications  from  the  Philippines  and  has  approved 
$23,750,000  in  specific  projects  and  is  continuing  the  review  and  appraisal  of 
projects  against  the  balance  of  the  total  commitment. 

IRAN 

During  1958,  it  was  found  to  be  in  the  interest  of  the  United  States  to  commit 
$40  million  to  the  plan  organization  of  Iran  subject  to  the  approval  by  the  DLF 
of  specific  projects.  After  considerable  negotiation  and  interchange,  specific 
projects  were  submitted  and  agreement  on  projects  to  be  financed  was  reached 
in  June,  1958  subject  to  the  submission  of  detailed  information.  A detailed  loan 
for  the  selected  projects  was  concluded  in  January  1959. 

LEBANON 

It  was  also  found  to  be  in  the  interest  of  the  United  States  to  commit  $4 
million  of  DLF  capital  to  Lebanon  for  projects  in  the  private  sector.  Review 
of  specific  projects  is  continuing  against  the  total  commitment. 
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In  addition,  the  DLF  engaged  in  a number  of  joint  operations  with  other 
institutions  and  governments.  In  these  instances,  project  applications  had  been 
submitted  prior  to  commitment  and  analysis  had  been  undertaken  by  DLF  staff. 
The  staff  had  reached  preliminary  conclusions  on  the  projects,  it  was  prepared  to 
recommend  to  the  Board  for  approval.  However,  because  of  the  joint  nature  of 
the  operations  and  the  need  to  consider  the  financing  plans  and  requirements 
of  the  other  U.S.  and  international  agencies,  final  selection  of  the  projects 
followed  the  formal  making  of  the  commitment.  These  joint  operations  were 
as  follows : 

TURKEY 

The  DLF  joined  several  member  countries  of  the  Organization  for  European 
Economic  Cooperation  and  the  Export-Import  Bank  in  a multilateral  transaction 
which  was  designed  to  place  the  development  efforts  of  the  Turkish  economy 
on  a more  stable  basis.  The  joint  action  resulted  from  an  intensive  study  of 
the  current  economic  problems  in  Turkey  by  the  OEEC  and  involved  reciprocal 
undertakings  by  the  Turkish  Government  with  regard  to  the  operation  of  its 
internal  economic  affairs.  When  the  DLF  commitment  of  $37.5  million  was 
made,  the  DLF  already  had  on  hand  a substantial  number  of  applications  from 
Turkey  which  were  well  in  excess  of  the  commitment  figure.  In  fact,  the  DLF 
had  a number  of  projects  under  intensive  review  before  the  decision  was  made 
to  engage  in  a joint  operation.  As  of  March  31,  1959  the  DLF  had  approved 
out  of  the  projects  which  were  on  hand  prior  to  issuance  of  the  commitment  and 
from  projects  subsequently  received,  a total  of  $21.5  million  for  specific  projects, 
and  review  was  continuing  on  additional  projects  against  the  $16  million  balance 
remaining  on  the  commitment. 

INDIA 

In  a joint  effort  to  meet  urgent  project  requirements  under  the  Second  5-Year 
Plan  of  India,  the  DLF  issued,  concurrently  with  a $150  million  commitment 
by  the  Export-Import  Bank,  a $75  million  commitment  to  the  Government  of 
India  early  in  1958  contingent  on  the  approval  of  specific  projects.  The  DLF 
commitment  followed  by  some  months  the  presentation  to  the  DLF  of  a list  of 
projects  well  in  excess  of  this  amount  and  the  DLF  had  decided  on  a preliminary 
basis  on  the  projects  it  would  finance.  These  decisions  were  later  modified  as 
a result  of  the  joint  operation.  Agreement  on  the  project  content  of  the  loan 
followed  the  commitment  in  a very  short  time. 

When  it  became  evident  in  mid-1958  that  the  Second  5-Year  Plan  of  India 
contained  substantial  additional  foreign  exchange  gaps  in  the  financing  of  its 
project  requirements,  a meeting  of  potential  lender  nations  was  convened  by 
the  IBRD  to  examine  the  situation.  After  extensive  study  of  India’s  project 
financing  problems,  the  participants  from  the  United  Kingdom,  Germany,  Japan, 
and  Canada,  and  the  IBRD,  agreed  to  lend  $275  million  to  the  Indian  Govern- 
ment, and  the  United  States  agreed  to  lend  $100  million  through  the  Develop- 
ment Loan  Fund  as  a part  of  the  joint  operation.  When  the  aforementioned 
meeting  was  convened  by  the  IBRD,  the  DLF  had  on  hand  project  applications 
well  in  excess  of  the  ultimate  commitment  and  agreement  on  the  specific  projects 
to  be  financed,  was  virtually,  although  not  entirely,  completed  when  the  commit- 
ment was  publicly  disclosed. 

ARGENTINA 

As  a result  of  a study  in  late  1958  by  the  International  Monetary  Fund 
(IMF)  of  the  balance  of  payments  problems  impeding  the  current  operation 
and  development  of  the  Argentine  economy,  the  DLF  committed  $24,750,000  of 
its  funds  for  Argentine  projects  in  the  fields  of  power,  transport,  and  heavy 
Industry.  Formal  discussions  were  conducted  over  a period  of  time  prior  to 
Issuance  of  the  commitment  in  which  the  project  requirements  of  Argentina 
were  discussed  extensively.  This  commitment  was  coupled  with  concurrent 
contributions  from  the  IMF,  several  U.S.  banks,  the  U.S.  Treasury  and  the 
Export-Import  Bank,  described  elsewhere  in  this  transcript.  The  undertaking 
was  associated  with  specific  measures  recommended  by  the  IMF  for  the  opera- 
tion of  the  Argentine  economy. 

EARMARKED  FUNDS 

Mr.  McIntosh.  The  commitments  we  have  made,  of  course,  come 
out  of  the  $698  million.  We  have  no  commitments  beyond  our  funds. 
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Senator  Holland.  I understand  that,  and  the  point  I am  getting 
at  is  this : 

Up  to  now  I had  understood  from  your  statement,  which  I ques- 
tioned you  about,  that  you  were  taking  a position  which  seems  to  me 
to  be  a very  sound  one,  to  approve  projects  individually,  as  you  come 
to  them. 

Mr.  McIntosh.  Yes,  that  is  what  we  do. 

Senator  Holland.  And  that  is  regardless  of  where  they  come  from, 
except,  of  course,  they  may  come  from  nations  which  fall  within  the 
category  of  nations  to  be  helped  through  this  F und. 

Now  I understand  that  instead  you  have  earmarked  certain  blocks 
of  your  capital  ? 

Mr.  McIntosh.  Only  in  a few  exceptional  cases. 

Senator  Holland.  Yes,  you  have  earmarked  them  in  certain  cases 
at  the  request  of  other  agencies ; and  in  order  that  we  may  have  this — 
and  I am  not  saying  that  that  was  improper,  because  I think  we  cer- 
tainly expect  our  agencies  to  work  together — but  I want  the  record 
to  show  what  proportion  of  your  entire  capital  is  handled  one  way 
and  what  proportion  is  handled  the  other  way. 

Mr.  McIntosh.  Yes,  sir.  Our  general  policy  is  to  loan  only  against 
specific  projects,  without  any  determination  in  advance  of  the  amount 
to  be  loaned  to  any  one  country ; but  we  have  made  a few  exceptions, 
but  in  those  cases  we  have  insisted  upon  satisfactory  projects  finally 
being  presented  to  us,  and  in  most  cases  the  projects  have  been  pre- 
sented very  promptly. 

Senator  Holland.  What  that  policy  amounts  to  is  this,  is  it  not, 
that  in  the  case  of  these  requests  from  other  agencies  you  simply  ear- 
mark a certain  part  of  your  capital  to  be  reserved  and  to  be  loaned  on 
projects  which  you  later  approve  in  the  particular  country  which  the 
other  agency  has  asked  you  loan  the  money  to  ? 

Mr.  McIntosh.  That  is  right,  but  only  for  a very  short  time,  and 
the  projects  have  usually  been  presented  very  promptly. 

Senator  Holland.  I think  that  should  be  shown  for  the  record  be- 
cause it  shows  two  entirely  different  original  approaches  to  your 
problem. 

Mr.  McIntosh.  That  is  correct,  Senator. 

Senator  Holland.  All  right,  thank  you. 

LOANS  TO  INDIA 

Senator  Ellender.  Mr.  McIntosh,  in  regard  to  the  Export-Import 
Bank  loan  made  of  $160  million  and  the  other  loan  of  $75  million, 
were  they  made  concurrently  ? 

Mr.  McIntosh.  Yes ; they  were. 

Senator  Ellender.  Were  they  dependent,  one  on  the  other? 

Mr.  McIntosh.  No  ; they  are  not. 

Senator  Ellender.  What  kind  of  security  do  you  have  for  this  loan  ? 

Mr.  McIntosh.  Well,  the  only  security  which  the  Export-Import 
Bank  or  the  Development  Loan  Fund  has,  is  the  obligation  of  the  In- 
dian Government  to  pay  us. 

Senator  Ellender.  Why  didn’t  the  Export-Import  Bank  take  all 
of  it? 

Mr.  McIntosh.  Because  it  was  felt  that  the  amount  should  be 
divided  up  amongst  various  agencies,  since  India  has  only  limited  ca- 
pacity to  repay  in  dollars  and  the  Export-Import  Bank  must  have 
repayment  in  dollars. 
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Senator  Ellender.  Did  the  World  Bank  also  join  in  this  venture? 

M r.  McIntosh.  Yes.  And,  also,  there  were  other  countries.  Loans 
were  made  to  India  at  the  same  time  as  our  second  loan  by  the  United 
Kingdom,  by  Japan,  by  West  Germany,  by  the  International  Bank, 
and  by  a number  of  other  sources. 

Senator  Ellender.  Are  those  amounts  available? 

Mr.  McIntosh.  Yes,  sir. 

LOANS  TO  OTHER  COUNTRIES 

Senator  Ellender.  Will  you  supply  it  for  the  record? 

Mr.  McIntosh.  Yes. 

For  example,  at  that  time  the  United  Kingdom  made  a loan  to  India 
of  42  million  pounds  sterling,  but  we  will  submit  that  information  for 
the  record. 

(The  information  referred  to  follows :) 


Non-TJ. S.  participation  in  2d  DLF  loan  to  India 


Source 

Amount 

(millions) 

Interest  rates 

United  Kingdom. 

$108.  0 
40.0 

About  $28  million  in  grants;  balance  at  5H-6H  percent. 
Approximately  same  rate  as  British  loan. 

Probably  comparable  to  current  U.S.  Export-Import 
Bank  rates. 

(Grant). 

5%-5H  percent. 

Germany.... 

Japan..  

10.0 

Canada 

17.0 

IBRD 

100.0 

AMOUNTS  SET  ASIDE  FOR  POSSIBLE  COMMITMENT 

Senator  Allott.  Mr.  Chairman,  may  I ask  this  question : 

I realize  the  necessity  of  handling  some  of  these  things  upon  the 
basis  that  you  have,  but  it  is  a fact,  is  it  not,  that  you  do  set  aside 
a certain  amount  for  possible  commitment  ? 

Mr.  McIntosh.  Not  the  possible  commitment,  but  definite  commit- 
ment. 

Senator  Allott.  All  right,  definite  commitment,  then.  This  makes 
the  picture  worse.  Does  that  not  raise  the  situation  of  saying  to  a 

f iven  country,  “Well,  here  are  so  many  dollars,  let’s  go  make  a grab 
or  it”  ? And  in  that  way  we  develop  some  kind  of  a situation  here 
for  making  a grab  for  those  dollars.  While  I have  generally — and  I 
want  to  make  this  clear — supported  mutual  aid  to  these  various 
countries,  I do  not  think  that  the  United  States  is  in  a position  where 
we  can  say  to  the  rest  of  the  world — and  I think  we  have  to  get  out  of 
this  position — say  to  the  rest  of  the  world : “Here  is  a grab  bag,  come 
and  get  it.” 

Now,  is  there  not  a danger  in  this  type  of  operation  ? And  I realize 
that  it  must  be  necessary  or  it  may  be  necessary  to  keep  from  putting 
all  of  your  money  or  the  balance  of  it  in  just  a small  area,  and  that 
you  have  to  reserve  some  in  order  to  spread  out  your  funds,  but  is 
now  there  some  danger  of  in  effect  saying  to  the  world  “here  is  your 
share  of  the  grab  bag ; come  and  get  it”  ? 

Mr.  McIntosh.  I agree  with  you,  Senator.  We  much  prefer,  in 
the  Development  Loan  Fund,  to  loan  our  funds  on  a specific  individual 
project  basis,  and  that  is  our  policy,  but  in  the  case  of  India,  our 
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Government  felt  that  it  was  necessary  for  us  to  join  other  countries 
in  making  loans  to  India  last  year.  As  one  of  the  sources,  the  De- 
velopment Loan  Firnd  was  called  upon  to  loan  part  of  it.  But  we  pre- 
fer, m the  Development  Loan  Fund,  to  make  all  of  our  loans  against 
individual  projects,  without  any  previous  allocation.  We  are  operat- 
ing like  that  except  in  the  case  of  a few  cases. 

Senator  Allott.  That  would  be  India  ? 

Mr.  McIntosh.  India,  Iran,  the  Philippines,  et  cetera. 

Senator  Chavez.  And  Argentina  ? 

Mr.  McIntosh.  Argentina,  recently.' 

BASIS  OF  OPERATIONS 

Senator  Allott.  Is  there  not  some  danger  in  doing  this?  You  do 
not  operate  on  the  basis  of  necessity  but  you  operate  on  the  basis  of 
convenience  and  opportunity  for  those  countries  ? 

Mr.  McIntosh.  Well,  as  I stated,  I think  it  is  much  sounder  to 
operate  on  an  individual  project  basis;  but,  in  the  case  of  Argentina, 
for  example,  the  World  Bank,  the  International  Monetary  Fund,  our 
Treasury,  and  other  U.S.  Government  agencies  felt  that  Argentina 
needed  it;  so  under  the  leadership  of  the  International  Monetary 
Fund,  a plan  was  devised  whereby  a group  of  New  York  banks  loaned 
about  $55  million;  our  Treasury  loaned  $50  million;  the  Export- 
Import  Bank  loaned  approximately  $125  million;  the  International 
Monetary  Fund  $75,000,000;  and  we  loaned  $24,750,000.  Such  an 
arrangement  seemed  to  be  necessary  at  that  time  to  help  Argentina 
establish  or  stabilize  its  exchange  and  for  other  purposes,  but  we 
prefer  to  operate  on  a different  basis. 

Senator  Ellender.  Why  do  you  not  do  it,  then  ? 

Mr.  McIntosh.  Because  we  have  been  obliged  to  make  these  other 
types  of  loans. 

Senator  Ellender.  Well,  have  you  been  asked  by  the  President  or 
some  other  party,  to  loan  these  amounts  in  a manner  different  from 
the  way  you  think  they  ought  to  be  loaned  ? 

Mr.  McIntosh.  No.  The  State  Department  has  suggested  this,  and 
our  Board  has  approved  it,  our  Board  of  five  directors. 

Senator  Ellender.  In  other  words,  you  are  acting  under,  I won’t 
say  “pressure,”  but  “suggestion”  from  higher-ups,  so  that  you  are 
not  carrying  in  a manner  you  think  is  best. 

Mr.  McIntosh.  No;  I do  not  agree  with  that,  Senator.  I am  in 
favor  of  our  loans  to  India  and  also  our  loan  to  Argentina. 

Senator  Ellender.  You  are  in  favor  of  all  the  loans  you  have 
made,  I am  sure. 

Mr.  McIntosh.  Yes,  sir. 

Senator  Ellender.  But  the  policy  that  you  say  ought  to  be  fol- 
lowed, that  is  to  make  loans  on  certain  projects,  is  not  always  the 
case. 

Mr.  McIntosh.  But  our  loans  in  these  cases  will  be  made  on 
specific  projects.  The  Argentine  Government  has  provided  us  with 
specific  projects  covering  our  $24,750,000. 

Senator  Chavez.  But  up  to  the  time  that  it  was  suggested  by  the 
State  Department,  as  to  the  loans  that  you  speak  of,  the  exceptions, 
had  you  thought  about  this  situation  yourself,  your  agency? 
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Mr.  McIntosh.  Yes.  We  were  familiar  with  the  situation  in  Ar- 
gentina, and  of  course,  this  amount  was  arrived  at  by  study  by  the 
International  Monetary  Fund,  by  our  own  Treasury,  and  by  other 
agencies. 

BASIC  POLICY 

Senator  Chavez.  It  is  an  international  policy  which  is  handled 
by  the  State  Department ; is  that  not  correct  ? 

Mr.  McIntosh.  Yes;  but  we  agree  with  it,  and  we  operate  under 
the  general  direction  of  the  State  Department. 

Senator  Allott.  Now,  if  I may  finish  my  question,  I am  looking 
toward  a matter  of  basic  policy. 

I ask  again  the  question : If  such  a policy — and  I agree  with  you 
that  it  is  probably  necessary  in  some  things — but  is  there  not  a 
danger  in  having  to  set  aside  these  reserves,  even  if  you  set  them 
aside  mentally,  the  Board  sets  them  aside  mentally,  isn’t  there  a 
danger  of  creating  a grab  bag  for  other  countries  to  come  in,  and 
simply  say,  “It  is  there  waiting  for  us,  boys.  Let’s  get  a cement 
plant;  let’s  get  a manganese  plant;  or  let’s  get  a.  steel  plant  going,  and 
do  something  about  it”  ? 

Mr.  McIntosh.  I think  we  protect  ourselves,  Senator,  by  requiring 
that  the  commitment  be  contingent  on  our  approval  of  projects.  How- 
ever, I think  there  are  some  unfortunate  effects.  One  Is  that  when  we 
announce  that  the  Development  Loan  F und  is  making  loans  to  India 
of  $100  million,  then  other  countries  would  like  us  to  give  them  a 
similar  proposition.  So  I am  not  in  favor  of  operating  in  that 
manner,  but  we  have  been  compelled,  through  force  of  circumstances, 
to  do  that  in  a number  of  countries. 

Senator  Allott.  Thank  you. 

Senator  Holland.  Mr.  Chairman,  if  I understand  the  situation 
now,  with  respect  to  India,  the  Department  of  State,  in  asking  for  the 
allocation  of  the  $150  million  from  the  Export-Import  Bank  funds, 
and  $75  million  from  these  other  funds,  it  approved  it  In  this  way — 
and  please  tell  me  if  I am  correct  or  not. 

They  figured,  first,  that  India  needed  and  was  entitled  to  some  loan 
help,  getting  away  from  the  grant  principle;  second,  that  of  that 
amount  that  was  to  be  loaned  by  the  U.S.  agencies,  that  two-thirds  of 
it,  or  $150  million  might  come  under  the  principles  of  the  Export- 
Import  Bank,  which,  as  I understand  it,  first  requires  repayment  in 
dollars,  and,  secondly,  are  primarily  to  help  contractors  or  furnishers 
of  heavy  goods,  such  as  steel  and  the  like,  from  the  United  States, 
whereas  one-third  of  the  total,  or  $75  million,  as  a result,  would  come 
within  the  other  category,  not  to  be  repayable  in  dollars,  not  to  be 
hinged  upon  the  purchase  of  American  goods  but  instead  for  objectives 
which  could  not  fall  within  the  Export-Import  Bank  category ; is  that 
correct  ? 

INDIAN  LOAN 

Mr.  McIntosh.  That  is  correct,  Senator.  I would  emnhasize  that 
these  loans  to  India  were  negotiated  with  great  care.  The  Export- 
Import  Bank  and  the  Development  Loan  Fund  sent — or  rather,  we 
sent  our  own  people  out  to  India  to  negotiate  with  the  Indian  Gov- 
ernment officials.  The  Indian  Government  sent  a mission  here,  and  our 
loan  to  India  was  made  against  specific  projects.  Mr.  Bell  who  is 
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Mr.  Dillon’s  assistant  for  mutual  security  coordination  is  here  and 
perhaps  he  would  like  to  comment  on  that. 

Mr.  Bell.  Senator,  I would  just  like  to  say  with  regard  to  this 
Indian  program,  and  the  other  ones,  where  there  were  special  alloca- 
tions, I think  the  point  made  by  Senator  Allott  is  well  taken,  except 
that  in  these  cases,  these  were  not  allocations  of  money  made  without 
there  having  been  a great  deal  of  preliminary  work  done. 

In  the  Indian  case,  for  example,  there  had  been  a fairly  detailed 
study  and  a conference,  under  the  auspices  of  the  International  Bank, 
as  to  what  the  Indian  requirements  were,  and  a detailed  analysis 
indicated  how  these  might  best  be  met. 

We  had  a detailed  presentation  from  the  Indian  Government,  which 
indicated  what  kind  of  project  problems  they  had,  and  what  their 
project  financing  requirements  were.  There  had  been  a pretty  com- 
plete economic  and  fiscal  analysis  of  the  problem  prior  to  international 
agreement  as  to  what  various  countries  would  do  about  this.  Thus 
the  allocation,  or  earmarking  of  amounts  to  be  loaned  by  the  Develop- 
ment Loan  F und  was,  as  you  suggested,  Senator  Holland,  based  on  a 
determination  of  what  kinds  of  projects  could  be  met  by  others,  and 
which  ones  could  not ; and  then  there  was  a subsequent  protection  of 
having  detailed  projects  submitted  immediately. 

Senator  Holland.  In  the  allocation  of  the  $150  million  to  be 
handled  by  the  Export-Import  Bank,  were  projects  which  they  could 
approve  under  their  policy,  with  $75  million  to  be  handled  by  the 
Development  Loan  Fund,  and  the  dominant  idea  was  to  get  away 
from  grants  and  to  go  on  a loan  basis  ? 

Mr.  McIntosh.  That  is  correct. 

Senator  Holland.  And  I do  not  want  the  record  to  be  silent  on 
that  point,  because  I am  sure  that  that  is  what  Congress  decided  it 
wanted,  to  get  just  as  far  away  from  the  prior  practice  of  accentuat- 
ing grants,  and  to  get  on  the  basis  of  loans;  and  I think  that  you 
people,  instead  of  being  on  the  defensive,  if  I may  say  so,  should 
have  planned  to  have  followed  out  and  carried  out  the  policy  of 
the  Congress  in  this  regard ; and  I hope  that  you  have.  I am  inclined 
to  think  you  have. 

Mr.  McIntosh.  We  feel  that  we  have. 

I would  like  to  mention  this  about  India.  At  the  time  of  these 
discussions  we  had  on  hand  from  India  applications  for  specific  proj- 
ects totaling  many  hundreds  of  millions  of  dollars;  in  other  words, 
there  is  no  question  of  our  being  given  satisfactory  projects. 

We  did  not  go  around  looking  for  projects.  The  projects  had 
already  been  submitted  to  us. 

Senator  Holland.  I have  one  more  question:  Was  the  building  of 
the  big  steel  plant  in  India  which  was  financed  by  the  United  States, 
arranged  for  before  the  setting  up  of  the  Development  Loan  Fund? 

Mr.  McIntosh.  Yes,  sir. 

Senator  Holland.  Therefore  you  had  no  part  in  that? 

Mr.  McIntosh.  No,  sir. 

Senator  Holland.  Did  the  Export-Import  Bank  have  a part  in 
this? 

Mr.  McIntosh.  I believe  not. 

Senator  Holland.  All  right.  Thank  you. 
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LOANS  TO  YUGOSLAVIA 

Senator  Kuciiel.  Mr.  Chairman,  may  I ask  this  question:  Have 
loans  been  made  or  are  loans  contemplated  to  any  Communist  country 
aside  from  Yugoslavia? 

Mr.  McIntosh.  No,  sir.  Yugoslavia  is  the  only  country  that  could 
bo  termed  “Communist,”  to  which  we  have  made  loans. 

Senator  Kuchel.  Well,  would  it  be  fair  to  ask  on  what  basis  that 
loan  was  made  ? 

Mr.  McIntosh.  We  have  approved  two  loans  to  Yugoslavia;  one 
for  a fertilizer  plant  and  one  for  the  purchase  of  diesel  electric  loco- 
motives. 

It  is  the  policy  of  our  administration  to  give  economic  assistance 
to  Y ugoslavia.  These  loans,  we  feel,  are  good  loans. 

Senator  Young.  May  I ask  where  this  equipment  is  purchased?  Is 
it  purchased  in  the  United  States? 

Mr.  McIntosh.  The  fertilizer  plant,  of  course,  is  being  erected  in 
Yugoslavia,  but  American  consulting  engineers  have  been  engaged 
with  respect  to  it.  Some  of  the  equipment  will  be  purchase  in  the 
United  States;  most  of  it  in  Europe. 

The  diesel  electric  locomotives  we  believe  will  all  be  purchased  in 
the  United  States. 

Senator  Young.  All  right;  thank  you. 

Senator  Ellender.  Is  the  loan  to  Yugoslavia  for  the  fertilizer 
plant  in  addition  to  the  amounts  we  have  contributed  in  the  past? 

Mr.  McIntosh.  No,  sir.  This  is  a plant  which  the  Russians  had 
agreed  to  finance,  and  they  withdrew,  and  the  Yugoslavs  submitted 
the  application  to  us;  and,  after  a very  long,  protracted  study,  we 
came  to  the  conclusion  it  was  a sound  project,  which  should  be  financed 
by  us. 

Senator  Ellender.  That  is  in  addition  to  the  existing  plant  there  f 

Mr.  McIntosh.  No,  sir;  there  is  no  other  plant  involved  in  our 
loan. 

Senator  Ellender.  Well  I know  I saw  one  there  when  I visited 
Yugoslavia. 

Mr.  McIntosh.  Oh,  they  may  have  another  plant,  but  we  are 
making  a loan  for  a new  plant. 

Senator  Ellender.  Is  this  the  one  to  which  we  contributed  much 
money  by  way  of  counterpart  funds  in  the  past  ? 

Mr.  McIntosh.  You  mean  contributed  to  another  plant  ? 

Senator  Ellender.  Yes. 

Mr.  McIntosh.  That  may  be.  I do  not  know. 

Senator  Ellender.  Will  you  check  into  that  ? 

Mr.  McIntosh.  Yes ; I will  check  into  the  other  plant. 

(The  following  information  was  subsequently  furnished:) 

Reports  as  of  December  31,  1958  show  $2.8  millions  in  dollar  equivalent 
expended  for  this  activity. 

Mr.  McIntosh.  This  particular  plant  is  being  financed  by  the  De- 
velopment Loan  Fund. 

Senator  Ellender.  And  it  is  being  financed  from  the  ground  up  ? 

Mr.  McIntosh.  Yes,  sir;  it  is  a new  plant,  and  it  will  only  produce 
a fraction  of  the  requirements  of  Yugoslavia  for  fertilizer. 

Senator  Ellender.  The  plant  I visited  several  years  ago  was  par- 
tially financed  by  way  of  grants  made  by  ICA. 
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Mr.  McIntosh.  I see.  This  is  a different  plant.  This  plant  is 
located  in  Pancevo. 

THE  WAY  FUNDS  ARE  COMMITTED 

Only  when  the  board  of  directors  has  formally  acted  favorably  on 
a loan  proposal,  do  we  consider  that  our  capital  is  being  used.  As 
Secretary  Herter  has  already  indicated,  the  Development  Loan  Fund 
must  consider  that  funds  are  no  longer  available  for  lending  when  the 
board  of  directors  has  approved  a loan,  and  when  a formal  pledge 
to  conclude  a loan  has  been  offered  to  an  applicant. 


ADMINISTRATIVE  PHASES  IN  COMMITMENT  PROCESS 


At  any  given  point  in  time,  charges  against  the  Development  Loan 
Fund’s  total  lending  authority  are  carried  in  four  separate  categories 
reflecting  various  administrative  phases  in  the  Development  Loan 
Fund’s  commitment  process.  I should  like  to  discuss  each  of  these 
categories,  and  the  amount  of  funds  resting  in  each,  as  of  the  end  of 
March. 

A charge  is  entered  in  the  first  category,  labeled  “Letters  of  Advice 
Pending,”  when  the  board  of  directors  formally  approves  a project 
loan.  Funds  remain  in  this  category  until  a letter  of  advice  is  sent 
to  the  applicant,  advising  him  that  his  loan  application  has  been 
approved.  As  of  the  end  of  March,  pending  letters  of  advice  totaled 
$2,500,000. 

After  a period  of  about  10  days  following  Development  Loan  Fund 
Board  approval,  during  which  the  advice  of  the  National  Advisory 
Council  on  International  Monetary  and  Financial  Problems  is  ob- 
tained, a formal  letter  is  sent  to  the  applicant  advising  him  that  his 
application  has  been  approved,  and  offering  to  conclude  a formal 
loan  agreement  according  to  specified  loan  conditions.  Once  this 
letter  is  received  by  the  applicant,  the  Development  Loan  Fund  and, 
through  it,  the  Government  of  the  United  States,  is  formally  pledged 
to  conclude  a loan  agreement  if  the  applicant  accepts  the  terms  as 
offered.  Commitments  are  carried  in  this  category  until  a formal 
loan  agreement  is  concluded.  Commitments  in  this  category  totaled 
$168.2  million  as  of  the  end  of  March. 

On  a few  occasions  during  the  past  year  it  was  found  to  be  in  the 
U.S.  interest  to  make  several  commitments  for  loan  programs  in  ad-: 
vance  of  approval  of  specific  projects.  The  pledges  so  made  were 
subject  to  subsequent  approval  of  specific  projects  by  the  Board  of 
Directors.  As  of  the  end  of  March,  evaluation  of  specific  projects 
was  proceeding  against  remaining  balances  of  such  formal  pledges 
totaling  $46.2  million. 


SIGNED  LOAN  AGREEMENTS 


The  Development  Loan  Fund  enters  a formal  obligation  on  its 
books  when  it  concludes  a detailed  loan  agreement  with  the  borrower. 
Normally,  these  agreements  take  quite  a number  of  weeks  to  prepare 
and  negotiate.  As  of  the  end  of  March,  signed  loan  agreements 
totaled  $481  million  and,  judging  from  the  $327  million  in  agreements' 
signed  during  the  last  4 months  alone,  should  approximate  $600  mil- 
lion by  the  end  of  this  fiscal  year.  In  short,  as  of  the  end  of  March, 
the  Development  Loan  Fund  has  issued  formal  commitments  to  make 
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loans  totaling  $698  million,  of  which  $481  million  consisted  of  signed 
loan  agreements  and  almost  $217  million  of  formal  offers  to  conclude 
such  agreements. 

Senator  Young.  If  I may  interrupt  at  this  point,  For  how  long  a 
period  do  these  loans  run  ? 

Mr.  McIntosh.  They  run  from  3 years  up  to  30  years.  We  are 
authorized  to  make  loans  up  to  40  years,  but  we  are  trying  to  make  the 
maturity  of  the  loan  as  short  as  possible  consistent  with  the  nature 
of  the  project  being  financed  by  us. 

Senator  Young.  How  long,  on  the  average,  do  they  run  ? 

Mr.  McIntosh.  I would  say  about  15  years. 

Senator  Young.  Is  there  a pretty  good  prospect  of  repayment? 

Mr.  McIntosh.  I think  every  loan  we  have  made  will  be  repaid. 
Of  course,  many  will  be  repaid  in  local  currency.  The  projects  them- 
selves may  be  in  countries  which  are  faced  with  conditions — and  I 
would  like  to  stress  this — that  may  be  difficult,  but  the  project  in  the 
country  in  every  case  is  sound. 

Senator  Young.  Are  all  of  these  loans  to  be  repaid  in  local  cur- 
rency ? 

Mr.  McIntosh.  No,  sir;  about  20  percent  of  our  loans  are  repay- 
able in  dollars. 

Senator  Young.  What  will  determine  whether  they  will  be  repaid 
in  dollars  ? 

Mr.  McIntosh.  We  ask  payment  in  dollars  if  the  country,  in  our 
opinion,  is  in  a position  to  pay  dollars. 

Senator  Young.  Who  determines  this  ? 

Mr.  McIntosh.  We  do,  in  the  Development  Loan  Fund,  subject  to 
the  approval  of  our  Board. 

Senator  Young.  Do  you  have  a Board  of  Directors  ? 

Mr.  McIntosh^  Yes,  sir. 

Senator  Young.  All  right;  thank  you. 

ESSENTIAL  OPERATING  FACTS 

Mr.  McIntosh.  These,  then,  are  the  essential  operating  facts  under- 
lying our  appearance  before  this  committee  today.  They  show,  first, 
that  the  Development  Loan  Fund  has  become  a functioning  lending 
institution  during  the  past  year,  capable  of  making  sound  loan  com- 
mitments at  the  rate  of  about  $7 00  million  per  year. 

Secondly,  they  show  that  loan  commitments  must  be  considered  to 
take  place  long  before  funds  are  formally  obligated,  and  that  loan 
commitments,  rather  than  obligations,  are  the  proper  measure  of 
capital  utilization. 

Thirdly,  they  show  that  virtually  all  of  the  Development  Loan 
Fund’s  capital  has  been  committed,  and  only  about  $800,000  is  now 
available  for  f uther  lending. 

Fourthly,  the  Development  Loan  Fund  has  on  hand,  nevertheless, 
about  $1.5  billion  in  screened  proposals. 

Senator  Ellender.  What  do  you  mean  by  “screened  proposals?” 

Mr.  McIntosh.  I mean,  Senator,  these  are  applications  which  we 
have  received,  which  have  been  given  a preliminary  screening  in  the 
Development  Loan  Fund  by  the  Development  Loan  Fund  staff — and 
which  have  been  found  to  meet  basic  eligibility  criteria. 
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Senator  Ellender.  Are  there  any  loan  requests  which  you  have 
turned  down  ? 

Mr.  McIntosh.  Yes,  sir.  Of  about  $3  billion  of  applications  we 
have  taken  under  consideration,  we  have  ultimately  turned  down  $8£$ 
million.  There  are  many  more  we  have  turned  down  right  away 
which  are  not  included  in  that  $3  billion  figure. 

CONFIDENTIAL  APPLICATIONS 

Senator  Ellender.  Are  the  loan  applications  presently  on  hand 
confidential? 

Mr.  McIntosh.  As  to  the  loan  applications  which  we  have  on  hand 
and  which  we  are  studying,  we  do  not  think  it  would  be  proper  for  us 
to  discuss  those  publicly.  That  is,  I do  not  think  a country  or  a 
private  applicant  who  has  applied  to  us  for  a loan  would  like  us  to 
publicize  to  the  press  that  they  have  applied  for  a loan  for  a certain 
project,  so  we  do  not  normally  publicize  this. 

Senator  Chavez.  Well,  the  committee  wants  to  know,  if  you  come 
over  here  to  ask  for  money. 

Mr.  McIntosh.  We  give  the  committee — and  do  give  the  Con- 
gress— a complete  list  of  all  the  applications  we  have  on  hand,  and,  in 
fact,  we  have  done  that  already. 

Senator  Ellender.  I have  the  list  before  me. 

Mr.  McIntosh.  That  is  a complete  list  of  all  the  applications  we 
have. 

original  reports  by  senator  ellender 

Senator  Ellender.  With  all  due  respect,  I wish  you  would  consult 
the  Senate  Appropriations  Committee  and  get  the  original  reports  I 
made  on  the  various  investigations  that  I made  abroad,  particularly 
with  respect  to  Taiwan,  the  Philippines,  and  South  Korea.  You  will 
find  in  the  reports  that  as  far  back  as  1955  and  1956,  and  even  before 
that,  we  furnished,  by  way  of  grants,  much  money  to  the  projects  on 
which  you  are  now  being  asked  to  make  loans.  One  project,  in  par- 
ticular— and  I do  not  suppose  I will  be  breaking  any  confidence  if  I 
should  mention  it — is  the  Hon  Shu  Window  Glass  Works.  My  report 
shows  that  the  borrower  who  promoted  this  glass  factory  did  not  put 
up  a dime.  The  entrepreneurs  furnished  technical  assistance  and  an 
old  building  which  was  taken  over  from  the  J aps,  but  we  put  up  the 
cash.  I think  it  wTould  be  criminal  if  you  were  to  make  a loan  to  that 
concern  for  the  amount  requested.  The  facts  are  in  my  report  and  they 
are  available  to  you  people.  They  only  have  to  apply  to  Mr.  Tom 
Scott,  the  assistant  chief  clerk  of  this  committee,  to  get  them. 

Mr.  McIntosh.  We  have  read  all  of  your  reports  which  have  been 
made  available  to  us,  with  great  interest,  and  we  would  like  to  continue 
to  receive  your  reports. 

Senator  Ellender.  The  detailed  reports  I am  speaking  of  are  the 
secret  ones.  Only  that  which  was  not  confidential  has  been  published. 

Mr.  McIntosh.  We  would  welcome  the  opportunity  of  reading 
your  confidential  reports. 

Senator  Ellender.  Yes,  and  if  I can  be  of  any  assistance,  call  on 
me. 

Mr.  McIntosh.  We  appreciate  that  very  much. 
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NEED  FOR  FULL  $225  MILLION 

I > \ ©st  ablishing  the  Development  Loan  Fund,  the  Congress  affirmed 
ii s importance.  It  endowed  the  Development  Loan  Fund  with  the 
authority  and  structure  to  make  a constructive  contribution  to  inter- 
national development.  The  Development  Loan  Fund  has  now  at- 
tained the  operational  and  administrative  capability  for  making  such 
a contribution.  It  lias  good  projects  on  hand,  but  it  needs  the  full 
SJJ.)  million  requested  if  it  is  to  continue  to  make  this  contribution  at 
the  level  it  has  already  attained. 

That  is  the  end  of  my  statement,  Mr.  Chairman. 

DUPLICATION  OR  CONFLICT  IN  PROGRAMS 

Senator  Dworshak.  Mr.  Chairman,  I would  like  to  develop  a point, 
to  ascertain  whether  there  is  any  conflict  between  these  loan  programs 
and  the  work  of  the  International  Bank  for  Reconstruction  and 
Development. 

Yesterday,  Mr.  Herter  referred  to  the  World  Bank.  Is  there  not 
some  overlapping  or  duplication  or  conflict  between  these  two 
programs  ? 

Why  do  we  have  to  set  up  another  loan  program  when  the  United 
States  has  already  contributed  one-third  of  the  capital  of  the  World 
Bank  to  accomplish  a comparable  objective? 

Mr.  McIntosh.  The  World  Bank,  of  course,  is  an  international 
institution. 

Senator  Dworshak.  But  we  contribute  about  one-third  of  its  capi- 
tal ; do  we  not  ? 

Mr.  McIntosh.  That  is  right.  Many  of  the  Members  of  Con- 
gress— and  I think  a large  part  of  the  American  public — feel  that 
American  money  should  be  loaned  through  American  governmental 
institutions  rather  than  through  international  institutions;  but  in  the 
Development  Loan  Fund  we  do  not  duplicate  any  activities  of  the 
World  Bank.  We  do  not  make  any  loan  which  they  are  prepared  to 
make. 

Senator  Dworshak.  Do  they  have  a priority  or  an  opportunity  to 
consider  applications  for  loans  which  may  be  approved  by  the  World 
Bank  before  you  get  into  the  picture  ? 

Mr.  McIntosh.  Yes.  We  are  more  or  less  a court  of  last  resort. 
On  all  the  projects  which  come  to  us,  we  require  information  before 
they  are  approved  as  to  whether  the  World  Bank,  or  the  Export- 
Import  Bank,  or  any  commercial  bank  or  any  private  bank  is  pre- 
pared to  make  the  loan. 

We  only  make  loans  where  the  financing  is  not  available  from  any 
other  source  in  the  free  world  on  reasonable  terms,  so  we  do  not  com- 
pete in  any  way  with  the  World  Bank.  We  operate  very  closely  with 
them. 

Senator  Dworshak.  Is  there  any  distinction  between  the  operations 
of  the  World  Bank  and  this  Development  Loan  Fund,  by  virtue  of 
the  fact  the  World  Bank  will  deal  with  Communists  or  satellite  coun- 
tries, while  you  deal  only  with  the  countries  which  are  allies  of  ours  ? 

Mr.  McIntosh.  No.  I would  say  briefly  the  comparison  between 
Ihe  Development  Loan  Fund  and  the  World  Bank  and  the  Export- 
Import  Bank  is  this : 
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The  Export-Import  Bank  makes  loans  in  dollars,  repayable  in  dol- 
lars, and  the  procurement  is  in  the  United  States.  The  primary  func- 
tion of  the  Export-Import  Bank  is  the  financing  of  American  exports. 

On  the  other  hand,  the  Development  Loan  Fund  makes  loans  in 
dollars.  We  can,  if  necessary,  take  repayment  in  local  currencies, 
and  the  procurement  can  be  anywhere  in  the  free  world. 

In  the  case  of  the  World  Bank,  that  is  an  international  institution. 
They  make  loans  in  dollars  and  in  other  hard  currencies,  repayable  in 
those  currencies,  and  where  they  make  a loan  to  private  enterprise, 
they  are  required  to  have  a guarantee  of  the  local  government.  We 
make  our  loans  in  dollars.  We  can,  if  necessary,  take  repayment  in 
local  currency  and  we  do  not  normally  require  a government  guaran- 
tee on  a loan  to  a private  enterprise. 

The  World  Bank  basically  makes  hard  commercial  loans.  I think 
Mr.  Black,  the  head  of  the  Bank,  says  they  have  no  loan  defaults.  I 
think  they  do  a wonderful  job,  but  their  terms  are  pretty  hard. 

Senator  Dworshak.  They  make  hard  loans  and  you  make  soft 
loans  ? 

Mr.  McIntosh.  Well,  we  make  loans  under  conditions  where  they 
will  not  make  loans,  although  we  have  made  many  loans  in  conjunc- 
tion with  them. 

PRIMARY  OBJECTIVE  OF  PROGRAM 

Senator  Dworshak.  Well,  that  clears  that  point  up  partially ; but, 
Mr.  Chairman,  I should  also  like  to  find  out  this : What  is  the  pri- 
mary objective  of  this  loan  program?  Is  it  economic?  Is  it  politi- 
cal? Is  it  psychological?  What  is  the  primary  purpose  of  this 
program  ? 

Mr.  McIntosh.  I think  the  primary  purpose,  the  primary  phi- 
losophy in  back  of  it  is  that  our  Congress  felt  that  with  a large  per- 
centage of  the  people  of  the  world  in  underdeveloped  countries,  living 
in  abject  poverty,  this  creates  economic  instability,  and  unrest  and 
political  instability,  and  it  is  in  the  interest,  not  just  of  those  coun- 
tries, but  also  in  our  own  interest,  our  own  long-range  economic 
welfare  and  our  own  long-range  political  security  and  safety,  in  fact, 
to  try  to  help  these  countries  in  their  determination  to  improve  con- 
ditions within  a framework  of  free,  democratic  institutions  and  in 
association  with  the  free,  rather  than  the  Communist  world. 

Now,  we  cannot  do  it  alone  in  the  Development  Loan  Fund.  We 
are  asking  other  free  countries  to  help  in  this,  but  we  feel  it  is  to  the 
benefit  of  the  United  States  to  improve  economic  conditions  in  these 
countries,  and  thereby  increase  economic  and  political  stability 
throughout  the  world. 

EFFECT  OF  PROGEAM  ON  U.S.  ECONOMY 

Senator  Dworshak.  In  pursuing  this  loan  program,  do  you  keep 
in  mind  the  possibility  that  you  are  creating  production  facilities  in 
countries  which  may  subsequently  become  competitive  with  our  own 
domestic  industry  ? 

Mr.  McIntosh.  W e take  that  into  consideration,  Senator.  One  of 
the  most  important  criteria  which  we  follow  in  judging  a loan  appli- 
cation is  the  possible  effect,  if  any,  upon  the  U.S.  economy,  and  if  the 
effect  upon  our  economy  is  going  to  be  bad,  we  do  not  make  the  loan. 
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Senator  Dworshak.  I received  a telegram  this  morning  from  the 
Id  alio  Wheat  Growers  Association,  which  reads  as  follows : 

The  Idaho  State  Wheat  Growers  Association  are  opposed  to  the  U.S.  Govern- 
ment extending  Development  Loan  Funds  to  the  Philippines  for  the  purpose  of 
building  additional  flour  mills.  Such  action  would  be  to  the  detriment  of  the 
flour  industry  of  the  United  States  and  the  wheatgrowers  of  the  Northwest  who 
supply  wheat  to  the  U.S.  millers.  The  building  of  mills  in  non-wheat-producing- 
countries  has  proved  to  be  unsound  from  an  economic  standpoint.  We  urge 
you  to  do  everything  possible  to  prevent  such  action  by  Government  agencies. 

Xow  is  there  any  consideration  being  given  to  loans  for  this  particu- 
lar purpose? 

Mr.  McIntosh.  I am  glad  to  comment  on  that,  Senator.  Among 
the  many  applications  we  have  from  the  Philippines  are  several  appli- 
cations for  flour  mills.  We  have  not  taken  any  action  on  those  ap- 
plications. We  are  taking  into  consideration  the  effect,  if  any,  upon 
the  TT.S.  economy.  We  believe  that  several  of  the  U.S.  flour  milling 
concerns  may  participate  in  investments  in  flour  mills  in  the  Philip- 
pines. In  that  case,  we  might  be  more  favorably  disposed  to  make  a 
loan  to  such  a project. 

But  I would  say,  as  a businessman,  and  I spent  most  of  my  life  in 
foreign  trade,  that  the  establishment  of  flour  mills  in  the  Philippines 
is  inevitable,  whether  the  American  wheat  exporters  like  it  or  not. 

Senator  Dworshak.  I am  not  arguing  that  point.  I am  merely  ask- 
ing whether,  under  this  loan  program,  you  are  proposing  to  do  it  ? 

Mr.  McIntosh.  We  have  not  made  any  decision  on  it.  We  take 
into  consideration  all  of  the  information,  the  wires  and  reports  we 
receive  from  many  sources.  But  don’t  you  feel,  Senator,  if  an  Amer- 
ican flour  mill  company  should  go  into  a flour  mill  in  the  Philippines, 
that  they  would,  in  principle,  merit  financial  support  from  us  ? 

Senator  Dworshak.  Well,  I do  not  know.  I am  not  ready  to  pass 
an  opinion  on  that.  But  I would  say  that  if,  in  making  a loan,  you 
develop  competitive  facilities,  production  facilities  in  the  Philippines, 
or  any  other  place  which  later  becomes  competitive  with  our  own 
industries,  that  you  are  creating  a situation  which  will  minimize  the 
payment  of  taxes  by  American  companies  and  firms,  which  obviously 
are  needed,  the  revenues  are  needed  to  finance  this  program,  and  it 
does  not  seem  to  be  consistent. 

Mr.  McIntosh.  We  have  tried  to  avoid  making  loans  which  will 
have  any  adverse  effect  upon  the  U.S.  economy.  In  fact,  we  feel 
that  all  of  the  loans  we  have  made  will  be  to  the  benefit  of  the  U.S. 
economy. 

MINERAL  DEVELOPMENT  LOANS 

Senator  Dworshak.  Xow,  there  is  another  facet  of  this  that  I 
would  like  to  explore  very  briefly,  Mr.  Chairman.  That  is  mineral 
development  loans,  natural  resources  loans  in  many  of  these  countries. 

Xow,  of  course,  as  Americans,  we  want  strong  economies  in  these 
various  free  nations  and  at  the  same  time  we  do  not  want  to  develop 
competition  in  countries  with  low  wage  levels,  low  production  costs, 
which  subsequently  would  become  a factor  in  depressing  an  industry, 
like  mining,  in  this  country.  Xow  what  are  you  proposing  to  do 
along  that  line? 

Mr.  McIntosh.  We  have  made  very  few  loans  to  the  mining  in- 
dustry. We  have  received  loan  applications  for  coal-mining  projects, 
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and  we  have  taken  into  consideration  the  effect,  possible  effect,  upon 
American  coal  exports,  and  the  only  applications  for  coal  mining 
equipment  which  we  have  considered  are  in  cases  where  there  are  now 
no  American  coal  exports  involved. 

Senator  Dworshak.  The  zinc  industry  in  this  country  has  been 
sick  for  about  6 years,  and  other  segments  of  our  domestic  mineral 
industry  have  found  it  difficult  to  compete  with  the  low  cost  foreign 
production ; so  I am  bringing  this  up  merely  to  alert  you  to  the  fact 
that  it  would  seem  illogical  and  somewhat  inconsistent  to  develop  a 
mineral  resource  production  abroad  which  would  make  it  even  more 
difficult  for  our  domestic  minerals  industry  to  survive.  Do  you  keep 
that  in  mind  ? Do  you  have  that  in  mind  ? 

Mr.  McIntosh.  We  are  fully  aware  of  that  and  are  taking  that  into 
very  serious  consideration.  We  have  turned  down  many  loan  applica- 
tions for  mineral  production,  including  coal  production,  and  have  not 
entertained  any  application  for  zinc  production. 

Senator  Dworshak.  I want  the  record  to  show,  Mr.  Chairman,  I 
certainly  do  not  object  to  economic  progress  and  development  in  the 
Philippines  or  in  other  countries  which  have  demonstrated  their 
friendship  with  the  United  States  in  resisting  the  aggression  of  the 
Soviet  nations;  nevertheless,  I cannot  justify  making  loans  on  a lib- 
eral basis  to  these  countries  where  they  will  develop  production  facil- 
ities which  will  compete  directly  with  our  own  country. 

Now,  it  is  inevitable  that  there  will  be  such  developments.  Maybe 
they  are  essential  to  improving  the  economies  and  the  military  ef- 
fectiveness of  those  countries,  but  the  question  I want  to  emphasize 
at  this  point  is  that  it  does  not  seem  plausible  for  us  to  continue  in- 
definitely a loan  program  which  will  become  more  competitive  with 
our  own  industries. 

Mr.  McIntosh.  I share  your  opinion,  Senator. 

Senator  Chavez.  Mr.  Chairman,  may  I emphasize  a point  there? 
Your  loan  agency  or  entity  has  to  do  with  underdeveloped  countries, 
is  that  right  ? 

Mr.  McIntosh.  Yes,  sir. 

Senator  Chavez.  Senator  Dworshak  referred  to  the  coal  industry. 
Within  an  hour  and  a half’s  drive  out  of  Washington  there  are  thou- 
sands of  coal  miners  from  West  Virginia  that  are  not  working  just 
because  the  coal  industry  has  been  stripped. 

Now  flour  mills  are  going  up  and  might  be  in  competition  with  the 
wheatgrowers  of  North  Dakota,  Minnesota,  and  the  Northwest. 

Now,  are  you  making  any  loans  to  build  flour  plants  in  the 
Argentine  ? 

Mr.  McIntosh.  No,  sir. 

Senator  Chavez.  What  would  the  purpose  of  the  specific  project 
that  you  spoke  to  be  ? 

ARGENTINE  PROJECT 

Mr.  McIntosh.  The  Argentine  project  is  entirely  in  transportation, 
power,  and  heavy  industry,  nothing  remotely  resembling  flour  mills. 

Senator  Chavez.  All  right ; thank  you. 

Senator  Ellender.  Has  that  been  consummated  ? 

Mr.  McIntosh.  Yes,  sir. 

Senator  Ellender.  Well,  I do  not  see  it  under  the  Latin  American 
part  of  vour  list. 
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Mr.  McIn  tosii.  It  is  not  on  these  blue  sheets  because  it  was  con- 
summated after  those  sheets  were  prepared. 

Senator  Kllender.  When  you  say  “transportation,  power  and  heavy 
industry"  in  Argentina,  industry  has  quite  a broad  meaning.  What 
are  the  particular  projects  involved? 

Mr.  McIntosh.  I will  try  to  give  you  the  details  of  that.  Perhaps 
we  could  submit  that  to  you  later,  Senator? 

Senator  Ellender.  All  right. 

(The  information  referred  to  follows :) 

The  $24,750,000  loan  to  the  Argentine,  repayable  in  U.S.  dollars  in  8 years  at 
5 M>  percent  interest,  will  provide  $13.4  million  for  assistance  in  securing  power  fa- 
cilities improvement,  including  purchase  of  power  generators  of  capacities  vary- 
ing from  500  to  2,000  kilowatts,  electromechanical  installation,  transformers  and 
transforming  stations,  thermoelectric  plants,  central  equipment  and  spare  parts; 
$0.3  million  for  assistance  in  securing  railroad  transportation  equipment  includ- 
ing motorized  railroad  cars,  diesel  and  diesel-electric  locomotives,  railroad  street- 
cars, and  track-leveling  machines;  and  $5  million  for  purchase  of  steel  plant 
equipment,  including  open-hearth  furnaces,  cranes,  and  annealing  equipment  for 
strip  mill,  and  structural  steel  for  plant  and  mill  buildings. 

ROAD  PROGRAM  IN  HONDURAS 

Senator  Chavez.  May  I,  for  the  information  of  the  chairman  and 
the  committee,  just  call  your  attention  to  one  particular  underde- 
veloped country  in  Latin  America  which  I know  a little  something 
about,  Honduras? 

You  have  here  “Highway  development.” 

Mr.  McIntosh.  Yes,  sir. 

Senator  Chavez.  That  is  very  laudable. 

Mr.  McIntosh.  Thank  you. 

Senator  Chavez.  Now  the  State  Department  sent  over  to  my  office 
about  1 1 or  12  people  last  week  from  Honduras,  and  I believe  in  the 
development  of  Honduras  and  all  of  Latin  America  and  the  rest  of 
the  world,  but  how  did  you  help  out,  no  matter  what  you  did  in  the 
way  of  the  development  of  highways  in  Honduras,  when  at  the  same 
time  some  of  our  own  companies  go  into  Honduras  with  their  busi- 
ness? I will  mention  two  of  them,  United  Fruit,  and  the  other 
one  I cannot  think  of,  but  it  is  a poor  country  of  2 million  people, 
and  bananas  is  the  main  product. 

Now  we  have  American  companies  over  there  now  who  employed 
32,000  people,  but  are  now  only  employing  10,000.  How  is  your  road 
program  going  to  help  those  people  develop  ? 

Mr.  McIntosh.  I think  our  road  program  will  open  up  new  areas 
for  agricultural  development  and  will  enable  the  farmers  and  pro- 
ducers to  bring  their  products  into  Puerto  Cortes.  Our  loan,  inci- 
dentally, was  made  concurrently  with  a similar  loan  by  the  world 
Bank.  They  made  a loan  in  the  same  amount  at  the  same  time. 

Senator  Chavez.  Speaking  of  highways,  Senator  Kuchel  and  Sena- 
tor Dworshak  at  one  time  were  members,  and  I the  chairman  of  the 
Committee  on  Public  Works,  when  we  spent  millions  and  millions  and 
millions  of  dollars  on  highways  through  Central  America.  You  can 
now  go  from  Washington  to  Panama  City  on  a paved  road,  and  yet 
you  are  still  making  loans  for  highway  development  ? 

Mr.  McIntosh.  Yes,  we  are.  We  feel  that  while  we  certainly  can- 
not finance  all  the  roadwork  in  the  world,  in  some  countries  the 
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economic  development  of  the  country  is  being  held  up  by  the  entire 
lack  of  roads.  So  we  feel  in  some  cases  the  loans  as  to  roads  have 
been  justified. 

Senator  Ellender.  Mr.  Chairman,  since  this  question  has  been 
raised,  if  I may  be  permitted  to  say  this : 

It  has  been  my  privilege  during  the  past  year  to  travel  over  the 
Inter- American  Highway  and  through  every  country  in  South 
America.  As  I remember  up  to  now  we  have  obligated  ourselves  to 
the  tune  of  $136,760,000,  in  order  to  complete  the  construction  of  the 
Inter- American  Highway  from  Texas  to  the  Panama  Canal. 

As  I understand,  the  money  you  are  now  loaning  Honduras,  and 
also  the  Export-Import  Bank  loans  will  be  used  for  feeder  roads  to 
serve  the  Inter- American  Highway,  and  to  develop  areas  in  the  north- 
ern part  of  Honduras,  to  Tegucigalpa ; am  I correct? 

Mr.  McIntosh.  That  is  correct.  That  was  made  in  conjunction 
with  a long  study  by  the  International  Bank,  which  had  engineers 
and  other  people  on  the  ground  at  the  same  time,  and,  as  I mentioned, 
they  made  a loan  at  the  same  time  in  the  same  amount. 

This  particular  loan  of  ours  covers  the  construction  of  a road  from 
the  town  of  Bufalo  to  the  town  of  Puerto  Cortes,  and  also  what  is 
called  the  Western  Highway. 

Senator  Ellender.  As  I recall,  the  road  in  Honduras  connecting 
the  town  of  Tegucigalpa  with  the  Inter- American  Highway  is  about 
75  miles,  and  of  that  75  miles  both  ends  are  paved,  but  the  middle  part 
is  not  ? 

Mr.  McIntosh.  I think  that  is  correct. 

Senator  Ellender.  I presume  that  a part  of  this  money  will  be 
used  for  that  purpose  ? 

Mr.  McIntosh.  I think  so. 

Senator  Ellender.  And  it  also  will  take  roads  to  the  banana  plan- 
tations lying  farther  north  and  which  Senator  Chavez  talked  about  ? 

Mr.  McIntosh.  That  is  true,  Senator.  We  feel  it  is  a constructive 
loan. 

Senator  Ellender.  I know  it  is.  In  fact,  I am  confident  it  is  be- 
cause it  is  useless  to  try  to  teach,  through  our  aid  program  there, 
that  is,  the  technical  aid  program,  the  farmers  how  to  produce  more 
bananas  and  more  commodities  without  having  the  roads  with  which 
to  get  them  to  market.  I think  it  is  a splendid  program. 

LOANS  TO  TOBACCO  FACTORIES 

Senator  Robertson.  Mr.  Chairman,  I would  just  like  to  add  this 
remark.  You  may  know  that  last  year  the  exports  of  the  American 
Tobacco  Co.  fell  off  very  sharply.  In  the  Philippines,  they  got  the 
seed  of  our  Virginia-type  cigarette  tobacco.  They  cannot  produce 
really  the  same  type  that  we  do  in  Virginia,  North  Carolina,  South 
Carolina,  and  Georgia,  but  they  produce  something  in  the  nature  of 
a cigarette  instead  of  that  black  tobacco  which  they  used  to  produce. 
But  since  getting  our  seed  they  have  virtually  excluded  manufactured 
tobacco  and  leaf  tobacco  from  that  market,  and  it  was  a market  that 
took  quite  a considerable  quantity  of  it.  There  is  a lot  of  competi- 
tion coming  in  Africa,  a big  step-up  of  production  in  Turkey,  and 
some  rather  harsh  type  of  tobacco  is  being  grown  in  Germany. 
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Now  you  submitted  a list  of  commitments,  but  it  does  not  show 
any  tobacco  factories.  Do  you  have  any  applications  on  tobacco 
factories  ? 

Mr.  McIntosh.  I believe  we  have  a small  application  from  Jordan, 
but  we  have  not  considered  making  any  loans  to  tobacco  factories! 
We  have  no  applications  that  we  intend  to  give  favorable  considera- 
tion to. 

Senator  Robertson.  As  you  probably  know,  we  have  a 90  percent 
parity  support  price  for  tobacco.  In  order  to  take  the  burden  off 
the  taxpayers  they  had  to  cut  and  cut  and  cut  production  until  the 
average  man  couldn’t  make  a living  on  iy2  acres  of  Flue-cured  and 
less  than  one-half  acre  of  burley.  You  can’t  live  on  that.  Before  you 
help  competitors  of  the  southern  tobacco  growers  not  only  to  raise 
tobacco  but  to  process  it,  you  should  give  that  matter  very,  very 
serious  consideration. 

Mr.  McIntosh.  We  will,  Senator,  and  we  have  been.  Senator 
Dworshak.  Will  the  Senator  yield  at  that  point  ? 

Senator  Robertson.  Yes. 

Senator  Dworshak.  If  your  tobacco  people  are  unable  to  make  a liv- 
ing maybe  you  can  apply  for  a loan  here. 

Senator  Robertson.  Well,  it  is  more  than  we  can  keep  in  our  own 
pockets. 

Senator  Ellender.  It  might  be  necessary  for  you  to  secede  from  the 
Union. 

Senator  Robertson.  That  sounds  like  a big  joke,  but  I want  to 
remind  you  that  we  had  a gathering  in  1788  to  decide  whether  Vir- 
ginia would  go  into  the  Union  or  not,  and  before  we  decided  to  go 
in  they  appointed  a committee  of  20  to  draft  amendments.  We  said, 
“This  constitution  will  not  do  at  all.” 

Now,  who  was  on  that  committee?  George  Wythe,  one  of  the 
greatest  law  teachers  there  has  ever  been  in  this  country,  J ohn  Mar- 
shall, the  greatest  Chief  Justice;  George  Mason,  author  of  the  Bill 
of  Rights ; Patrick  Henry,  the  greatest  orator ; and  then  three  former 
Presidents,  James  Madison,  James  Monroe,  and  John  Tyler. 

Now,  they  drafted  12  amendments.  They  adopted  10  of  them  and 
one  of  them  was  then  10th  amendment  which  told  the  courts  and  every- 
body else  “Now  you  do  not  have  any  more  power  than  we  have  already 
given  you.” 

Of  course,  the  courts  of  justice  forgot  about  that,  but  I remind  you, 
Virginia  was  the  biggest  State,  richest  State,  and  largest  State.  There 
could  not  have  been  a Union  without  Virginia. 

Senator  Chavez.  I am  glad  you  joined  us  because  you  are  here. 

Senator  Robertson.  Well,  I am  telling  you  how  we  have  been 
mistreated,  though.  We  adopted  a resolution  that  said:  “We  are 
going  into  this  Union,  but  bear  this  in  mind : We  are  giving  this  new 
Union  certain  powers,  but  any  time  they  ever  abuse  us  we  are  going 
to  take  those  powers  back.” 

That  meant  we  were  going  to  get  out,  but  when  we  decided  to  get 
out,  they  said,  “You  are  greatly  mistaken,  you  are  in  for  keeps.” 

Now  that  is  just  a little  bit  of  history. 

Mr.  McIntosh.  It  was  very  interesting. 

PERCENTAGE  OF  MUTUAL  SECURITY  FUNDS  ALLOTTED  TO  PROGRAM 

Senator  Kuchel.  Mr.  Chairman,  I would  like  to  ask  first,  roughly, 
what  percentage  of  our  mutual  security  appropriations  for  fiscal  1959 
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is  represented  by  the  Development  Loan  Fund,  including  that  which 
you  have  now  asked  for,  $225  million  ? 

Mr.  McIntosh.  Well,  we  were  given  $400  million.  We  are  asking 
for  $225  million  more,  which  is  a total  of  $625  million.  I believe  the 
total  mutual  security  appropriation  was  about  $3,900  million. 

Mr.  Murphy.  $3,298  million  appropriated  exclusive  of  this  request. 
If  this  request  were  granted,  it  would  bring  it  to  $3,523  million,  and 
the  total  for  the  Development  Loan  Fund  would  be  $625  million, 
tinder  those  circumstances. 

Mr.  McIntosh.  IT  percent. 

Mr.  Murphy.  A little  more  than  one-sixth  of  the  total  funds. 

Senator  Kuchel.  Secretary  Herter  indicated  yesterday  in  similar 
field — and  I suppose  that  means  in  the  assistance  to  undeveloped 
countries — Communist  Russia  has  actually  loaned  $1.7  billion;  is  that 
correct  ? 

Mr.  McIntosh.  Yes,  sir;  loaned  and  granted. 

Senator  Ellender.  That  is,  in  the  past  4 years. 

Senator  Kuchel.  Is  it  possible  to  indicate  what  we  have  loaned? 
This  is  a new  program.  Did  we  make  any  loans  prior  to  fiscal  1958  ? 

Mr.  Murphy.  Yes,  sir ; we  did. 

Senator  Kuchel.  How  much  have  we  loaned  to  underdeveloped 
countries  in  a similar  period,  that  is  to  say,  the  last  4 years,  roughly  ? 

Mr.  Murphy.  We  would  have  to  compute  that,  Senator,  and  place 
it  in  the  record.  I can  say  this:  That  before  the  establishment  of 
Development  Loan  Fund — its  first  fiscal  year  was  fiscal  year  1958 — 
in  the  mutual  security  program,  loans  in  total  for  economic  purposes 
ran  in  the  neighborhood  of  $400  million  a year,  so  that  if  you  took  a 
4-year  period,  and  assuming  for  the  purposes  of  this  discussion  that 
this  figure  is  approximately  correct,  you  would  have  had  $800  million 
in  fiscal  1956  and  fiscal  1957.  Then  the  Development  Loan  Fund  has 
come  a long  in  fiscal  year  1958  and  fiscal  year  1959  and  so  far  they 
have  made  approximately  $700  million  of  loans.  That  would  give 
you  $1.5  billion,  and  if  they  get  this  $225  million  additional  it  would 
run  it  as  high  as  $1.7  billion,  a comparable  figure;  however,  this,  I 
would  like  to  emphasize,  covers  many  more  countries,  Senator,  than 
the  $1.7  billion  equivalent  used  by  the  Russians. 

Senator  Kuchel.  I understand  that. 

TOTAL  EXPENDED  IN  GRANTS  AND  LOANS 

Senator  Ellender.  Let  us  not  forget  to  cover  the  grants  for  that 
same  period.  We  have  not  just  been  making  loans.  The  original 
Marshall  plan  aid  program,  which  was  conceived  by  General  Marshall, 
envisoned  loans,  but  our  big-eyed  operators  from  all  over  the  world, 
instead  of  using  the  loan  method,  proceeded  with  grants.  As  I recall, 
we  have  spent,  by  means  of  grants  and  loans  and  what  have  you,  since 
1948,  about  $75  billion.  Am  I correct  ? 

Mr.  Murphy.  I think  that  is  a little  high,  Senator,  for  that  period. 

Senator  Ellender.  Well,  you  check  it. 

The  following  information  was  subsequently  supplied: 

Net  grants  and  credits  for  all  U.S.  foreign  aid,  1945-1948 — $64  billion.  MSP, 
1948-1958,  expenditures — $43  billion. 


G92  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  195  9 

Mr.  Mcrpiiy.  I would  like  to  say,  though,  if  I may,  Senator,  com- 
menting on  that  remark,  that  the  grant  portion  of  the  mutual  security 
program  other  than  the  point  4 technical  cooperation,  is  not  aimed 
at  economic  development  or  growth,  as  the  Development  Loan  Fund 
is  at  the  present  moment,  and  has  not  been  since  the  Development 
Loan  Fund  was  established.  It  is,  instead,  aimed  at  the  much  more 
basic  problem  of  trying  to  help  the  countries  avoid  economic  deterio- 
ration while  maintaining  these  tremendous  military  establishments 
which  our  Joint  Chief  of  Staff  consider  essential  for  the  protection  of 
the  United  States. 

Senator  Chavez.  And  we  did  it  with  such  success  that  now  we  have 
to  make  them  loans. 

Mr.  Murphy.  Well,  sir,  these  loans  are  pointed  at  economic  growth. 
They  are  not  pointed  at  just  maintaining  an  economic  status  quo, 
which  the  grant  portion  of  the  mutual  security  program  is  aimed  at. 
The  grant  portion  is  essential  if  this  loan  portion,  which  is  aimed  at 
growth,  is  to  be  a success.  If  you  do  not  have  the  base,  if  you  do  not 
help  Korea  and  Taiwan  and  other  countries  like  that  with  the  economic 
problems  involved  in  maintaining  their  armies,  then  there  is  no  pos- 
sibility of  any  success  of  economic  growth  from  Development  Loan 
Fund  projects. 

LEGISLATIVE  GUIDELINES 

Senator  Kuchel.  In  the  statute  itself  it  was  suggested  that  there  is 
a 40-year  maximum  period  for  loans.  Are  there  any  other  legis- 
lative guidelines  to  the  Development  Loan  Fund? 

Mr.  McIntosh.  There  are  a great  many. 

Mr.  Kuchel.  What  I am  getting  around  to  is  this  ? Are  the  loans 
which  we  have  made,  made  on  a basis  similar  to  those  which  the 
Soviets  have  made  ? 

Mr.  McIntosh.  No. 

Senator  Kuchel.  What  is  the  difference  ? 

Mr.  McIntosh.  We  have  followed  guidelines  established  for  us  in 
the  act  and  in  the  legislative  history.  The  principal  guidelines  that 
we  have  followed  in  the  Development  Loan  Fund  are,  first,  the  loan 
must  be  in  an  underdeveloped  country;  secondly,  it  must  be  for  a 
project  of  economic  benefit  to  that  country;  thirdly,  the  project  must 
be  sound ; then,  fourthly,  the  financing  is  not  available  from  any  other 
source ; and  finally,  we  must  take  into  consideration  the  effect,  if  any, 
upon  the  economy  of  the  United  States. 

Now  the  Soviets,  in  their  loans,  are  making  their  loans  obviously 
for  political  purposes — entirely  political  purposes. 

COMPARISON  WITH  SOVIET  LOANS 

Senator  Kuchel.  Could  you  indicate  a comparison  between  the 
lengths  of  the  Soviet  loans — the  $1.7  billion  of  Soviet  loans — the 
amount  of  interest,  and  the  like  ? 

Mr.  McIntosh.  Well,  the  Soviets  in  general  charge  2 percent. . As 
for  our  interest  rates,  on  an  economic  overhead  type  of  project, 
our  interest  rate  is  Sy2  percent.  On  a profit-earning  type  of  project 
we  are  charging  the  same  rate  as  the  Export-Import  Bank,  which  is 
now  about  5%  percent,  so  we  are  not  meeting  the  Soviet  competition 
in  terms  of  interest  rates.  They  are  offering  loans  with  much  more 
favorable  interest  rates. 
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Senator  Kuchel.  Are  you  able  to  tell  the  committee  of  any  in- 
stance where  a country  has  tried  to  push  one  country  against  the  other, 
in  order  to  get  a favorable  loan  ? I mean  has  there  been  any  instance 
where  they  have  tried  to  put  the  United  States  in  the  middle  on  this 
thing  ? 

Mr.  McIntosh.  No  ; not  that  I know  of ; but  I would  emphasize  that 
we  are  not  effectively  meeting  the  Soviet  competition.  That  is,  our 
rate  of  interest  is  higher,  and  there  are  other  things,  too. 

Senator  Kuchel.  Who  determines  the  rate  of  interest  ? 

Mr.  McIntosh.  Our  Board  of  Directors. 

Senator  Kuchel.  The  Administrators  ? 

Mr.  McIntosh.  Yes.  But  our  rate  of  interest  is  subject  to  coordina- 
tion by  the  National  Advisory  Council. 

Mr.  Bell.  May  I add  one  further  response,  Senator,  on  the  question 
of  the  Soviet  loans  technique  ? 

One  of  the  features  of  the  Soviet  act  is  that  they  specialize  in  a line 
of  credit,  to  begin  with — as  we  had  in  India,  for  example. 

In  Afghanistan,  the  Soviets  say,  “We  will  make  $100  million  credit 
available  to  you.” 

Secondly,  while  the  rate  of  interest  is  low,  it  is  true,  another  feature 
is  the  Soviets  will  normally  take  payment  in  goods  from  the  country. 
They  have  done  this  in  Egypt,  particularly.  They  will  take  up  the 
surplus  cotton. 

This  has  two  effects:  First,  it  has  great  political  appeal  because  it 
enables  the  country  to  get  rid  of  a commodity  which  it  has  difficulty 
in  marketing. 

The  second  effect  is  it  begins  to  build  a dependence  on  the  Soviet 
Union  for  taking  that  particular  product  and  you  can  easily  lead 
from  this  into  a situation  like  that  which  Finland  has  today,  where 
30  percent  of  Finnish  trade  is  dependent  upon  the  Soviets  taking  it  up. 

During  the  last  year  the  Finnish  Government  got  a little  inde- 
pendent with  the  Soviets  and  the  Soviets  simply  stopped  taking  every- 
thing that  was  coming.  All  orders  were  stopped.  No  more  goods 
were  received.  The  result  was  the  government  fell  and  a new  gov- 
ernment more  cooperative  had  to  come  in. 

This  is  the  real  danger  of  the  Soviet  technique. 

Senator  Kuchel.  Thank  you,  Mr.  Chairman. 

Chairman  Hayden.  Are  there  any  further  questions  ? 

PRIVATE  BOLIVIAN  LOAN 

Senator  Ellender.  Plenty. 

Yesterday  we  said  we  would  go  over  these  loans  one  by  one,  and  if 
you  do  not  mind,  Mr.  McIntosh,  we  will  start  with  Latin  America. 

Mr.  McIntosh.  Yes. 

Senator  Ellender.  That  is  the  first  one  of  the  groups.  In  Bolivia, 
you  have  a loan  of  $2%  million  for  the  construction  of  a sugar  mill. 

Mr.  McIntosh.  That  is  for  the  expansion  of  a sugar  mill. 

Senator  Ellender.  Is  this  loan  made  to  the  present  owner  or  to 
the  Government  ? 

Mr.  McIntosh.  No;  it  is  to  a private  enterprise.  It  is  controlled 
by  people  named  Gasser. 

Senator  Ellender.  Are  those  people  Bolivians  ? 

Mr.  McIntosh.  I believe  they  are  Bolivian  citizens. 
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Senator  Ellender.  Do  you  know  how  many  sugar  mills  there  are 
in  Bolivia? 

Mr.  McIntosh.  I do  not,  offhand,  but  we  can  find  that  out. 

Senator  Ellender.  What  is  the  purpose  of  this  loan? 

Mr.  McIntosh.  The  production  of  this  mill  will  be  entirely  used 
in  Bolivia. 

Senator  Ellender.  What  security  do  you  have  for  this  loan  ? 

Mr.  McIntosh.  We,  in  the  Development  Loan  Fund,  do  nctft  take 
any  mortgages,  because  we  feel  that  it  would  not  be  proper  for  an 
agency  of  the  U.S.  Government  to  go  into  a country  and  physical- 
ly seize  some  property.  So  the  security  is  the  obligation  of  the  bor- 
rower to  pay. 

Senator  Ellender.  I can  well  understand  that  if  you  were  to  deal 
directly  with  the  Government,  but  here  you  are  dealing  with  an 
individual  who  is  going  to  get  $2i/£  million  and  I do  not  know  any- 
thing which  would  prevent  him  from  mortgaging  his  assets  and 
leaving  you  high  and  dry. 

Mr.  McIntosh.  Well,  we  have  a loan  agreement  with  him.  Our 
protection  in  the  case  of  a private  loan  is,  first  of  all,  the  integrity 
of  the  borrower  and,  secondly,  the  soundness  of  the  project  which 
we  are  loaning  our  money  on ; and,  thirdly,  the  notes  which  the  bor- 
rower gives  us;  and  then,  fourthly,  the  obligations  as  set  forth  in 
the  loan  agreement. 

Now  it  is  our  policy,  the  policy  of  the  U.S.  Government,  for  an 
agency  such  as  ours,  not  to  take  a mortgage,  and  not  to  go  into  a 
coimtry  and  physically  seize  property,  which  I do  not  think  would 
be  politically  advisable. 

Senator  Ellender.  Well,  I can  understand  that  when  the  Govern- 
ment itself  is  the  borrower. 

Mr.  McIntosh.  I think  that  is  true  in  the  case  of  a private  bor- 
rower. 

Senator  Ellender.  You  are  dealing  with  a private  individual  and 
it  strikes  me  that  that  type  of  loan  is  in  a different  category. 

Mr.  McIntosh.  I do  not  think  it  would  make  a very  good  impres- 
sion for  the  U.S.  Government  or  the  agencies  of  the  U.S.  Govern- 
ment to  go  into  La  Paz,  Bolivia,  and  seize  property. 

Senator  Ellender.  I do  not  see  what  objection  there  would  be  to 
that. 

What  are  the  assets  of  this  individual?  Do  you  have  all  of  that 
information  ? 

Mr.  McIntosh.  Yes.  Wherever  we  make  a loan  to  a private  en- 
terprise we  require  that  the  borrower  make  a substantial  equity  in- 
vestment of  his  own. 

Senator  Ellender.  Yes. 

Mr.  McIntosh.  We  require  that  the  borrower  have  an  equity  in- 
vestment of  approximately  50  percent.  Now,  in  this  particular  case, 
this  firm  is  substantial.  They  have  an  equity  investment  of  consider- 
ably more  than  that.  Their  equity  investment  is  considerably  more 
than  $2%  million,  which  we  are  loaning  them; 

PRIVATE  LOANS  TO  BRAZIL  FOR  IMMIGRATION 

Senator  Ellender.  Under  Brazil  you  show  a $300,000  loan  that 
will  be  made  to  a concern  which  is  not  a Brazilian  corporation  but 
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rather  it  is  an  Italian  corporation.  As  I understand  it,  it  is  being  made 
to  facilitate  the  immigration  of  Italians  to  Brazil;  is  that  correct? 

Mr.  McIntosh.  Yes,  sir.  We  are  making  several  loans  for  immi- 
gration purposes.  We  have  made  two  in  Brazil.  One  is  to  the  An- 
humas-Pedrinhas,  rural  resettlement.  That  is  a $300,000  loan,  at  20 
years,  8 percent  interest. 

We  are  loaning  Brazilian  cruzeiros.  That  loan  is  for  the  purpose  of 
resettling  Italian  farmers  on  farms  in  the  Anhumas  area. 

Senator  Ellender.  That  is  an  Italian  company  ? 

Mr.  McIntosh.  I believe  it  is. 

Senator  Ellender.  Organized  under  the  laws  of  Italy  ? 

Mr.  McIntosh.  I believe  so. 

Senator  Ellender.  And  Brazil  has  nothing  to  do  with  it  ? 

Mr.  McIntosh.  Yes.  Brazil  has  a great  deal  to  do  with  it. 

Senator  Ellender.  I am  talking  about  the  repayment.  It  will  all 
be  paid  by  this  Italian  company  ? 

Mr.  McIntosh.  That  is  true. 

Senator  Ellender.  Xow,  how  about  the  second  loan  ? 

Mr.  McIntosh.  The  second  loan  is  the  Carambei-Castrolanda  reset- 
tlement project.  That  is  a $350,000  loan,  repayable  in  14  years,  at  8 
percent  interest  in  Brazilian  cruzeiros. 

Both  of  these  loans  we  are  loaning  in  cruzeiros.  The  immigrants  in 
that  case  will  be  Dutch  immigrants. 

Senator  Ellender.  Are  there  any  other  loans  to  Brazil  ? 

Mr.  McIntosh.  Those  are  the  only  two  loans  we  made  in  Brazil. 

Senator  Ellender.  Are  any  others  contemplated  ? 

Mr.  McIntosh.  No. 

LOAN  TO  CHILEAN  GOVERNMENT 

Senator  Ellender.  In  Chile  you  have  a loan  for  $150,000  for  the 
purpose  of  airport  design  and  engineering  ? 

Mr.  McIntosh.  Yes.  We  received  an  application  from  the  Chilean 
Government  to  finance  the  construction  of  a new  airport  which  they 
desperately  need.  If  they  do  not  get  this  new  airport,  it  will  mean 
that  the  jet  planes  coming  from  the  United  States  will  bypass  San- 
tiago, which  would  be  an  unthinkable  thing  for  Chile.  However, 
instead  of  making  a loan  for  the  airport  we  said  that  we  would  make 
a small  loan  up  to  $150,000  to  have  an  engineering  study  made. 

Senator  Ellender.  Was  that  loan  submitted  to  the  Export-Import 
Bank? 

Mr.  McIntosh.  Oh,  yes.  Every  application  we  have  received  has 
been  submitted. 

Senator  Ellender.  But  you  made  the  loan  ? 

Mr.  McIntosh.  That  is  right.  Every  application — not  merely 
every  loan — but  every  application  we  receive  we  advise  the  Export- 
Import  Bank  in  writing. 

RESETTLEMENT  PROJECT  IN  COSTA  RICA 

Senator  Ellender.  In  Costa  Bica  you  have  another  resettlement 
project  calling  for  a loan  of  $300,000. 

Mr.  McIntosh.  Yes,  sir. 

Senator  Ellender.  The  resettlement  projects  in  Australia,  Brazil, 
and  Costa  Bica  are  the  only  projects  of  that  type. 
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Mr.  McIntosh.  Yes.  T\re  feel  the  loans,  Senator,  in  Costa  Rica 
and  Brazil  are  very  good  loans.  They  are  loans  which  will  finance 
farmers,  farmers  actually  settling  down  on  farmlands,  and  producing 
agricultural  products.  We  think  they  will  be  of  considerable  benefit 
to  the  countries. 

Senator  Ellender.  As  I stated  yesterday,  Mr.  McIntosh,  I asked 
that  there  be  placed  in  the  record  in  connection  with  each  country 
seeking  development  loans  the  total  economic  grant  assistance,  since 
the  inception  of  our  foreign-aid  program. 

In  the  case  of  Bolivia,  this  aid  totaled  as  of  June  30,  1959, 
$99,666,000. 

I would  like  this  information  for  each  and  every  country  for  whom 
a development  loan  has  been  approved. 

Mr.  McIntosh.  We  will  have  that  prepared  and  submit  it  to  you. 

EQUADOREAN  LOAN 

Senator  Ellender.  You  are  making  a loan  to  Equador  of  $4,700,000 
to  construct  a portion  of  the  Pan-American  Highway,  is  that  correct? 

Mr.  McIntosh.  Yes.  That  is  a loan  of  $4,700,000  for  20  years  at 
3y2  percent.  The  first  half  of  the  loan  will  be  repaid  in  Equadoran 
sucres,  the  local  currency.  The  second  half  will  be  repaid  in  dollars. 
The  borrower  is  the  Government  of  Equador. 

As  to  the  funds  for  repayment,  the  sucres  will  come  from  a gasoline 
tax  and  the  dollars  will  come  from  an  expected  increase  in  exports. 

Senator  Ellender.  Well,  the  value  of  sucre  has  been  steady.  I 
visited  Equador  last  year,  and  I believe  that  this  loan  is  one  of  the 
safest  you  have  in  South  America. 

LOAN  TO  GUATEMALA 

Next  there  is  a loan  for  Guatemala  for  $5  million  for  rubber  produc- 
tion. In  view  of  the  fact  that  rubber  production  is  in  surplus  state 
now,  and  in  view  of  the  fact  that  in  Malaya  and  other  places  they  are 
having  difficulty  in  disposing  of  what  they  produce,  what  was  the 
reason  for  this  loan? 

Mr.  McIntosh.  It  was  made  for  several  reasons.  One  was  that 
we  wanted  to  be  of  help  to  Guatemala.  Guatemala  is  having  a tough 
time  now,  due  to  the  decline  in  the  price  of  coffee,  and  the  economy 
of  Guatemala  is  too  much  dependent  upon  that  one  crop. 

Senator  Ellender.  That  applies  to  almost  all  countries  in  Central 
America  and  most  of  South  America. 

Mr.  McIntosh.  That  is  true.  The  best  thing  that  the  Central 
American  countries  can  do  to  further  their  economies  is  to  find  some 
crop  other  than  coffee. 

It  turns  out  in  Guatemala  they  are  able  to  produce  a certain  type  of 
rubber  which  is  not  subject  to  blight.  Many  people  feel  the  world 
will  be  in  short  supply  of  rubber  in  10  years  or  so.  These  trees  will 
not  come  into  production  for  about  7 years.  We  feel  at  that  time  it 
will  give  work  to  a good  many  thousands  of  people  and  give  Guate- 
mala a good  source  of  export  income. 

Senator  Ellender.  I am  talking  about  inducing  countries  to  get 
into  the  production  of  a commodity  that  is  not  already  in  surplus. 
It  strikes  me  that  unless  you  can  use  it  locally  the  probabilities  are 
that  it  will  be  as  bad  as  coffee. 
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Mr.  McIntosh.  We  are  not  making  any  loans,  Senator,  to  increase 
coffee  production  for  that  very  reason. 

Senator  Ellender.  I understand  that. 

Mr.  McIntosh.  But  we  do  not  feel  that  the  same  conditions  apply 
to  rubber.  I might  mention  they  will  export  rubber  to  other  countries 
in  Central  America,  and  then,  in  addition,  General  Tire,  an  American 
company,  is  building  a tire  factory  in  Guatemala,  and  this  production 
of  rubber  will  be  used  to  some  extent  by  that  factory. 

Senator  Ellender.  Brazil  is  producing  quite  a bit  of  rubber  but  she 
also  uses  most  of  it. 

LOANS  TO  NICARAGUA 

Six  hundred  thousand  dollars  is  being  loaned  to  Nicaragua  for 
utilities,  is  that  correct  ? 

Mr.  McIntosh.  It  is  mostly  for  water  and  sewage  facilities. 

Senator  Ellender.  That  loan,  I presume,  is  made  directly  to  the 
Government  ? 

Mr.  McIntosh.  No.  It  is  one  to  the  municipality  of  Matagalpa. 

Senator  Ellender.  Well,  that  is  part  of  the  Government. 

Mr.  McIntosh.  That  is  right.  It  is  guaranteed,  actually,  by  the 
National  Government. 

Senator  Ellender.  The  Honduras  loan  is  also  made  to  the  Govern- 
ment? 

Mr.  McIntosh.  Yes,  sir. 

Senator  Ellender.  And  the  Guatemalan  loan  is  also  made  to  the 
Government  ? 

Mr.  McIntosh.  That  is  the  Government,  yes. 

LOANS  TO  PARAGUAY 

Senator  Ellender.  Next,  you  have  three  loans  to  Paraguay. 

Mr.  McIntosh.  The  Asuncion  Waterworks,  Brazilian  road,  and 
International  Products  Corp. 

Senator  Ellender.  Are  there  any  other  loans  contemplated  for 
Paraguay  ? 

Mr.  McIntosh.  We  have  a number  of  applications  on  hand.  We 
have  no  loans  under  immediate  consideration. 

I would  like  to  make  a comment  on  those  loans : 

The  waterworks  loan  is  to  complete  the  waterworks  for  which  the 
Export-Import  Bank  has  done  considerable  financing. 

Senator  Ellender.  I visited  Asuncion  in  1952  and  I highly  recom- 
mended then  that  some  assistance  be  made  available  to  Paraguay,  in 
order  to  help  her  with  the  waterworks. 

The  city  was  almost  40  years  old  and  depended  almost  entirely  for 
water  obtained  from  wells  drilled  in  the  backyards.  Oftentimes  the 
well  would  be  located  next  to  a cesspool. 

Mr.  McIntosh.  That  is  right. 

With  respect  to  the  loan  to  the  International  Products  Corp.,  I 
think  it  is  one  of  the  best  loans  we  ever  made.  That  company,  which 
is  American  owned,  is  the  largest  employer  of  labor  in  Paraguay  and 
also  produces,  through  their  exports,  almost  50  percent  of  all  the 
dollars  earned  by  Paraguay.  That  loan  is  repayable  in  dollars.  I 
think  it  is  a sound  loan,  which  will  be  repaid. 


f)9X  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 


Senator  Ellender.  What  do  they  produce  ? 

Mr.  McIntosh.  Quebracho,  and  also  beef. 

Senator  Ellender.  Is  not  the  quebracho  getting  a little  short  in- 
supply? 

Mr.  McIntosh.  Well,  this  country  has  several  million  acres  of  land. 

Senator  Ellender.  I know  that,  but  hasn’t  it  been  pretty  well  cut 
over. 

Mr.  McIntosh.  Yes,  it  has  been. 

Senator  Ellender.  In  the  replanting,  as  I was  told  during  my  visit 
there,  it  would  be  impossible,  in  a short  period  of  time,  to  get  the 
trees  necessary  to  make  it  a going  concern  for  quite  a while. 

Mr.  McIntosh.  I think  that  is  true. 

Senator  Ellender.  Are  they  also  using  some  of  this  for  cattle  devel- 
opment ? 

Mr.  McIntosh.  Yes. 

Senator  Ellender.  An  abattoir  ? 

Mr.  McIntosh.  65,000  head  of  cattle,  and  some  will  be  used  for  an 
abattoir. 

TOTAL  LOANS  TO  LATIN  AMERICAN  COUNTRIES 


Senator  Ellender.  According  to  the  figures  I have  before  me,  Mr. 
McIntosh,  the  total  loan  commitments,  for  the  Latin  American  coun- 
tries aggregates  $24,890,000.  That,  of  course,  excludes  Argentina. 

Mr.  McIntosh.  Well,  including  Argentina  in  the  total  is  $43  mil- 
lion approximately. 

Senator  Ellender.  Up  to  June  30,  1959,  we  have  given  military 
assistance  to  the  countries  named  aggregating  $123,1^7,000,  and  up 
to  the  same  period  economic  assistance  was  given  in  the  amount  of 
$232,703,000  which  included  loans  amounting  to  $21,150,000. 

Senator  Ellender.  In  addition  to  the  figures  I have  just  given,  it  is 
proposed  that  during  fiscal  1960  that  we  provide  military  assistance  to 
the  tune  of  $39,933,000,  and  economic  grant  assistance  to  these  coun- 
tries aggregating  $46,375,000. 

All  of  the  funds  I just  mentioned  are  in  addition  to  what  is  pro- 
posed to  be  loaned  by  the  DLF.  I would  also  like  to  point  out  that 
the  totals  which  I have  just  given  do  not  include  any  aid  which  has 
been  given  to  other  countries  in  South  and  Central  America,  who  are 
not  applying  for  development  loans. 

Mr.  McIntosh.  I have  given  you  one  incorrect  figure,  Senator.  I 
said  that  the  loans  or  commitments  to  Latin  America  were  $43  million. 
Those  are  the  loans  that  are  signed.  The  actual  commitments  we 
have  made  are  $63,140,000. 

Senator  Ellender.  But  the  $24,890,000  is  a correct  figure  for  the 
loan  agreements,  for  all  except  Argentina  ? 

Mr.  McIntosh.  I think  so.  I will  have  to  check  that  figure. 

Senator  Ellender.  I wish  you  would. 

Mr.  McIntosh.  I can  give  it  to  you  right  now. 

Total  commitments  to  Latin  America,  minus  Argentina,  were 
$38,390,000. 

LOANS  TO  REPUBLIC  OF  LIBERIA 

Senator  Ellender.  Next  we  come  to  Africa,  and  there  is  a loan  for 
$190,000  for  a sawmill  in  the  Republic  of  Liberia.  To  whom  is  that 
loan  being  made  ? 
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Mr.  McIntosh.  That  loan  is  made  to  a private  concern  in  which 
n group  of  our  own  citizens  in  Detroit  are  shareholders.  It  is  a small, 
very  small  loan  to  a small  enterprise;  it  is  a 5-year  loan  at  5*4  per- 
cent repayable  in  dollars. 

Senator  Ellender.  To  what  extent  have  Detroit  businessmen  con- 
tributed funds? 

Mr.  McIntosh.  A larger  amount  than  the  amount  of  the  loan.  In 
all  of  our  private  enterprise  loans,  we  normally  require  that  the  bor- 
rower have  an  equity  investment  of  at  least  50  percent.  I do  not  have 
the  financial  statement  of  the  company  before  me,  but  their  equity  is 
more  than  $190,000. 

Senator  Ellender.  Would  it  not  have  been  possible  for  these  people 
to  obtain  funds  from  a source  other  than  the  Development  Loan 
Fimd? 

Mr.  McIntosh.  No,  sir;  it  was  not  possible.  We  submitted  this 
loan  application  to  the  Export-Import  Bank  and  the  World  Bank  and 
we  discussed  it  with  various  private  banks  and  they  were  unable  to 
borrow  the  money  from  any  other  source. 

Senator  Ellender.  At  this  point,  I would  like  to  point  out  that  the 
economic  grant  assistance  to  Liberia  through  June  30,  1959,  aggre- 
gated $11,373,000. 

Mr.  McIntosh.  Of  course,  what  we  are  trying  to  do,  Senator,  is, 
instead  of  making  grants  in  the  Development  Loan  Fund  we  want  to 
make  loans. 

Senator  Ellender.  I understand.  You  have  stated  that  a half  a 
dozen  times. 

What  I want  to  show  is  that  in  spite  of  all  the  moneys  we  have  made 
available,  in  spite  of  the  fact  that  we  have  the  Development  Loan 
Fund,  we  are  still  making  grants.  I am  sorry  that  I cannot,  because 
of  the  fact  that  the  figures  are  secret,  show  what  grant  economic  aid  is 
proposed  for  fiscal  year  1960. 

As  I understood  it,  the  Development  Loan  Fund  was  to  take  the 
place  of  grants.  Yet  we  are  making  loans  to  countries  who  are  still 
receiving  grant  aid. 

In  Africa  where  development  loans  aggregating  $28,840,000  have 
already  been  made  the  grants  to  those  same  countries  up  to  June  30, 
1959,  amounted  to  $91,067,000,  of  which  $7  million  is  on  a loan  basis. 

For  fiscal  year  1960  we  propose  to  make  economic  grants  to  these 
same  countries,  aggregating  $70,800,000. 

CONTINUATION  OF  GRANTS 

It  is  all  well  and  good  for  Mr.  McIntosh  to  come  before  this  com- 
mittee and  in  advocating  this  loan  program,  state  that,  “We  are  getting 
into  the  loan  business  just  to  get  out  of  grants,”  but  that  is  not  so. 

Mr.  McIntosh.  I have  not  made  that  statement,  Senator. 

Senator  Ellender.  Y on  have  not  ? 

Mr.  McIntosh.  No. 

Senator  Ellender.  Someone  did. 

Mr.  McIntosh.  That  is,  it  is  hoped  that  through  these  loans  the 
necessity  of  grants  will  decline,  but  I do  not  think  that  these  loans  will 
completely  replace  grants. 

Senator  Ellender.  You  just  want  to  continue  giving  away,  do  you 
not  ? 
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Mr.  Me  I ntosii.  I do  not  want  to ; no,  sir. 

Senator  Ellender.  Well,  I hope  not. 

Senator  Byrd.  Mr.  Chairman,  will  the  Senator  yield? 

Senator  Ellender.  Yes. 

Senator  Byrd.  Is  there  any  real  difference  between  a grant  and  a 
so-called  loan  for  which  there  is  no  real  security,  and  the  repayment 
of  which  is  to  he  in  foreign  currency  which  cannot  be  converted  into 
U.S.  dollars? 

Senator  Ellender.  Certainly  not. 

TELECOMMUNICATIONS  LOAN  TO  LIBERIA 

The  next  loan  in  Liberia  is  $3  million  for  telecommunications? 

Mr.  McIntosh.  Yes,  sir. 

Senator  Ellender.  What  does  that  cover  ? 

Mr.  McIntosh.  Telephones  and  telegraph  communications  system 
for  that  country. 

Senator  Ellender.  Is  that  loan  made  to  the  Government  ? 

Mr.  McIntosh.  That  is  to  the  Government  of  Liberia,  repayable  in 
dollars. 

Senator  Ellender.  Where  did  you  get  your  basic  information  for 
this,  from  ICA,  or  did  you  send  special  people  over  there  to  investi- 
gate the  matter  ? 

Mr.  McIntospi.  We  got  the  information  from  the  borrower  and 
supplemental  from  ICA,  from  our  Embassy,  and  from  the  Liberian 
Government  officials  who  called  on  us  here.  They  have  also  employed 
consulting  engineers.  We  have  very  complete  information  about  the 
project. 

Senator  Ellender.  And  you  are  confident  that  this  loan  will  be 
paid  back? 

Mr.  McIntosh.  Yes,  sir. 

Senator  Ellender.  You  are  sure  of  that  ? 

Mr.  McIntosh.  I think  so.  It  is  repayable  in  dollars. 

LOANS  TO  TRIPOLI 

Senator  Ellender.  I hope  you  are  right. 

Next,  we  have  a $5  million  loan  for  Tripoli  power.  Is  that  made  to 
the  Government  or  the  municipality  ? 

Mr.  McIntosh.  That  is  made  to  the  Government. 

Senator  Ellender.  That  is  made  to  the  Government  ? 

Mr.  McIntosh.  Yes,  sir. 

LOAN  TO  SOMALIA 

Senator  Ellender.  Next  we  have  Somalia,  and  that  used  to  be  an 
Italian  colony  at  one  time  ? 

Mr.  McIntosh.  That  is  right. 

Senator  Ellender.  Is  that  loan  a government  loan  ? 

Mr.  McIntosh.  Yes,  that  is  a loan  to  the  Government,  repayable 
in  somalos. 

Mr.  McIntosh.  That  is  right. 

Senator  Ellender.  To  what  use  will  the  funds  be  put  ? 

Mr.  McIntosh.  That  is  to  help  a little  bank  there. 

Senator  Ellender.  Is  it  a small  business  bank  ? 
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Mr.  McIntosh.  Yes.  That  is  a 82  million  loan,  a 15-year  loam  4 
percent,  local  currency. 

That  is  a local  development  bank  owned  by  the  Government. 

Senator  Ellender.  Are  you  familiar  with  how  that  money  is  going 
to  be  loaned  ? 

Mr.  McIntosh.  We  are  making  quite  a few  loans  to  local  develop- 
ment banks.  It  is  one  of  the  most  constructive  steps  we  have  taken. 
That  is.  we  have  to  field  organization,  neither  does  the  Export-Im- 
port Bank.  If  we  are  going  to  help  small  business  by  making  loans 
to  numerous  small  businesses  or  firms  we  cannot  do  it  very  well  from 
Washington,  and  we  think  it  is  more  efficient,  safer  and  better  in  every 
way  to  make  a loan  to  a local  development  bank  who.  in  turn,  will 
make  the  loans  to  small  business. 

Senator  Ellender.  Is  this  an  existing  bank  or  one  that  is  going  to 
be  organized  ( 

Mr.  McIntosh.  This  is  an  existing  bank. 

Senator  Ellender.  Are  the  assets  of  that  bank  behind  this  loan  ? 

Mr.  McIntosh.  Yes : and  the  assets  of  the  Government. 

LOAXS  TO  TUNISIA 

Senator  Ellender.  In  Tunisia,  we  have  a loan  for  82,400.000  for 
a national  railway.  Where  is  that  to  extend  to  \ As  I remember,  it 
must  be  along  the  coast,  the  Northern  African  coast. 

Mr.  McIntosh.  I think  the  equipment  is  going  to  be  used  near 
Tunis.  The  railway  goes  along  the  coast. 

Senator  Ellender.  It  is  a short  distance,  though,  and  I am  just 
wondering  about  the  amount  that  you  have  here. 

Mr.  McIntosh.  No.  sir:  it  is  a very  small  loan.  That  monev  will 

%.  %r 

be  used  primarily  to  purchase  self-propelled  coaches  and  other  rolling 
stock. 

Senator  Ellender.  You  also  have  in  Tunisia  a loan  of  86.250,000  to 
construct  a pulp  factory. 

Mr.  McIntosh.  Yes,  sir. 

Senator  Ellender.  As  I understand,  Tunisia,  except  the  cities,  is  a 
barren  desert.  What  kind  of  material  would  be  used  in  order  to  make 
this  pulp  ? Is  it  some  kind  of  grass  ( Grass  that  is  grown  in  the 
desert  ? 

Mr.  McIntosh.  Yes.  I think  it  is  a quite  interesting  loan.  They 
are  going  to  use  esparto  grass,  which  is  available  there. 

Senator  Ellender.  As  I remember,  this  esparto  grass  was  used  in 
order  to  anchor  the  land  in  certain  areas  of  the  desert  ? 

Mr.  McIntosh.  That  is  true. 

Senator  Ellender.  Do  they  have  enough  ? I never  saw  anv  great 
supply  when  I was  there.  In  fact.  I was  told  when  I was  there  in  1953 
or  1954  that  this  grass  was  being  used  mostly  to  stabilize  the  desert  so 
that  they  could  plant  trees. 

Where  is  the  supply  of  this  grass  coming  from  ? 

Mr.  McIntosh.  I would  say  that  a good  indication  of  the  soundness 
of  this  project  is  that  the  Parsons  & Whitmore  Co.  are  willing  to 
invest  their  own  money.  They  are  investing  about  as  much  as  we  are. 

Senator  Ellender.  How  much  ? 
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Mr.  McIntosh.  About  $6  million.  I do  not  think  they  would  invest 
$6  million  of  their  own  money  unless  they  were  pretty  confident  it  was 
going  to  be  a successful  enterprise. 

Senator  Ellender.  I agree  with  you.  I was  just  wondering 
whether  you  had  yourself  inspected  the  situation  and  concluded  this 
was  a safe  loan  ? 

Mr.  McIntosh.  We  have  gone  into  this  loan  very  carefully.  Mr. 
Perry  just  mentioned  that  Tunisia  has  been  exporting  this  esparto 
grass  for  many  years. 

Senator  Ellender.  In  order  to  make  paper  ? 

Mr.  McIntosh.  Yes,  and  now  they  intend  to  make  their  paper  right 
there. 

Chairman  Hayden.  We  have  now  covered  two  continents,  and  I 
think  we  will  have  to  recess  for  lunch,  if  that  is  all  right  with  you, 
Senator. 

LOAN  FOR  SHIHNEM  DAM  IN  TAIWAN 

Senator  Ellender.  Well,  I would  like  to  ask  Mr.  McIntosh  to  look 
into  a particular  project,  which  I hope  to  discuss  fully  this  afternoon. 
I refer  specifically,  Mr.  McIntosh,  to  the  Shihnem  Dam,  in  Taiwan. 

Mr.  McIntosh.  Yes. 

Senator  Ellender.  You  are  making  a loan  of  $21,500,000  for  this 
project. 

I wish  to  place  in  the  record  at  this  point  a part  of  my  diary  which 
was  written  when  I visited  this  damsite  in  1955,  and  I will  read  it : 

We  stopped  at  a large  village  to  visit  the  headquarters  of  the  Shihnem  Plan- 
ning Commission,  located  in  a large  two-story  building. 

This  commission  has  been  at  work  for  over  a year  planning  the  direction  of 
the  Shihnem  Dam.  It  has  spent  many  counterpart  funds  in  exploring  the  damsite 
and  borings. 

Enough  work  has  been  done  to  determine  the  cost. 

Now,  remember,  that  was  in  1955. 

All  of  the  expenses  have  come  out  of  counterpart  funds.  We  have  assumed 
the  entire  burden. 

As  I previously  stated,  it  will  cost  $44  million. 

Now  this  was  the  cost  given  to  me  in  1955  and  1956.  I noticed  from 
your  figures  the  cost  has  gone  up  to  $72,446,000.  I want  the  details  of 
that  for  this  record.  I want  to  find  out  how  it  was  possible  for  this 
installation,  which  I objected  to  in  1955,  because  I did  not  think  it 
was  feasible,  and  which  would  cost  $44  million,  to  have  now  arisen  in 
cost  to  $72,446,000. 

I want  to  go  into  the  details  of  this  project  this  afternoon.  Please 
be  prepared  to  answer  the  questions. 

Mr.  McIntosh.  Yes,  sir. 

Chairman  Hayden.  We  will  stand  recessed  until  2 :30. 

(Whereupon,  at  12 :15  p.m.,  the  committee  recessed  until  2 :30  p.m.  of 
the  same  day. ) 

Afternoon  Session  (Friday,  April  10,  1959) 

RESUMPTION  OF  HEARING 

(The  committee  reconvened  at  2:30  p.m.,  upon  the  expiration  of 
the  recess. ) 
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Chairman  Hayden.  Senator  Robert  son,  it  is  my  understanding  that 
it  will  be  an  accommodation  to  you  if  we  could  hear  the  Treasury 
Department  briefly. 

Senator  Robertson.  If  you  please,  sir.  I have  a speaking  engage- 
ment in  the  great  southwest  of  Virginia  and  I am  leaving  by  plane 
very  shortly. 

Chairman  Hayden.  We  will  proceed  in  that  way  and  then  resume 
the  hearing  with  respect  to  mutual  aid  just  a few  moments  later.  It 
won’t  take  you  very  long,  will  it  ? 

Senator  Robertson.  No,  sir.  As  I understand,  the  Treasury  is 
only  asking  the  restoration  of  mandatory  pay  increases.  At  least  that 
is  my  understanding.  And  the  Post  Office  Department,  I understand, 
is  not  asking  anything,  so  that  won't  take  very  long,  either. 

Chairman  Hayden.  Acting  Secretary  of  the  Treasury  Scribner  is 
with  us. 

We  will  be  glad  to  hear  from  you,  sir. 

TREASURY  DEPARTMENT 

STATEMENTS  OF  FRED  C.  SCRIBNER,  JR.,  UNDER  SECRETARY  OF 
THE  TREASURY;  ROBERT  W.  MAXWELL,  COMMISSIONER  OF  AC- 
COUNTS, SALARIES  AND  EXPENSES,  BUREAU  OF  ACCOUNTS; 
DANA  LATHAM,  COMMISSIONER  OF  INTERNAL  REVENUE,  SAL- 
ARIES AND  EXPENSES,  INTERNAL  REVENUE  SERVICE;  WILLIAM 
W.  PARSONS,  ADMINISTRATIVE  ASSISTANT  SECRETARY,  SAL- 
ARIES AND  EXPENSES,  OFFICE  OF  THE  SECRETARY;  RUSSELL 
DANIEL,  DEPUTY  CHIEF  OF  SECRET  SERVICE,  SALARIES  AND 
EXPENSES,  U.S.  SECRET  SERVICE;  DAVID  B.  STRUBINGER,  ASSIST- 
ANT COMMISSIONER,  SALARIES  AND  EXPENSES,  BUREAU  OF 
CUTOMS;  AND  WILLARD  L.  JOHNSON,  DEPARTMENTAL  BUDGET 
OFFICER 

House  Actiox 

Mr.  Sckibxer.  Mr.  Chairman  and  members  of  the  committee,  I 
have  a very  brief  statement  which  I would  like  to  present  at  this  time. 
There  are  12  appropriations  items  in  the  supplemental  bill  before  you 
which  affect  the  Treasury.  The  items  concerned  are  shown  on  pages 
28,  29,  and  51  of  the  House  bill,  H.P.  5916.  The  House  accorded 
reductions  to  11  of  these  12  Treasury  items.  This  action,  coming  as 
it  does  with  over  three- fourths  of  the  fiscal  vear  now  behind  us,  means 
that  the  full  burden  of  the  reductions  would  have  to  be  made  up  in 
the  last  few  weeks  of  the  year.  The  fiscal  problems  thus  created  are 
further  compounded  by  the  fact  that  the  estimates  as  submitted  to  the 
Congress  already  reflected  what  were  considered  to  be  minimum  addi- 
tional amounts  needed  to  rim  the  several  bureaus  after  giving  fullest 
possible  effect  to  all  ways  and  means  of  absorbing  these  new  unbudg- 
eted costs. 

Notwithstanding  these  facts,  immediately  following  passage  by  the 
House  we  made  a further  appraisal  of  the  situation  in  each  of  the 
various  bureaus  in  the  light  of  the  House-imposed  reductions  with  a 
determination  to  hold  the  line  at  the  House-approved  amounts 
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wherever  retrenchment  could  be  effected.  We  have  not  found  the 
means  to  do  tills  in  four  instances;  namely,  in  the  Office  of  the  Sec- 
retary,  the  Bureau  of  Accounts,  the  Internal  Revenue  Service,  and  the 
United  States  Secret  Service.  In  these  four  cases  it  has  not  been  pos- 
sible to  work  out  satisfactory  solutions  for  meeting  the  House-ap- 
proved reductions  and  the  Secretary  has  asked  me  to  appear  before 
you  to  make  the  necessary  representations  with  respect  to  the  serious- 
ness of  the  situations  confronting  us. 


STATEMENT  OF  VIEWS  ON  HOUSE  BILL 


On  April  1,  1959,  the  Department  addressed  a letter  to  the  chair- 
man which  outlined  our  views  on  the  bill  approved  by  the  House. 
You  may  wish  to  insert  that  letter  in  the  record  at  this  point. 

Chairman  Hayden.  That  will  be  done. 

(The  letter  referred  to  follows :) 


The  Secretary  of  the  Treasury, 

W ashington,  D.G.,  April  1, 1959. 

Hon.  Carl  Hayden, 

Chairman , Committee  on  Appropriations , 

U.S.  Senate , W ashington,  D.C. 

My  Dear  Mr.  Chairman  : The  second  supplemental  appropriation  bill,  1959, 
H.R.  5916,  as  passed  by  the  House  of  Representatives  on  March  24,  1959,  con- 
tains several  items  for  the  Treasury  Department.  These  supplemental  estimates 
were  made  necessary  by  recent  pay  and  postal  rate  increases  and  other  develop- 
ments arising  subsequent  to  the  enactment  of  regular  appropriations  for  the  fis- 
cal year  1959,  as  set  forth  in  House  Documents  Nos.  58  and  90.  A comparison  of 
the  budget  estimates  and  amounts  approved  in  the  House  bill  for  the  appropria- 
tion items  concerned  is  as  follows  : 


Appropriation 


Bureau  of  Accounts: 

Salaries  and  expenses 

Salaries  and  expenses,  Division  of  Disbursement 

Bureau  of  Customs:  Salaries  and  expenses 

Internal  Revenue  Service:  Salaries  and  expenses.. 

U.S.  Secret  Service: 

Salaries  and  expenses 

White  House  Police 

Guard  Force 

Bureau  of  the  Mint:  Salaries  and  expenses.. ...  

Office  of  the  Secretary:  Salaries  and  expenses 

Bureau  of  the  Public  Debt:  Administering  the  public  debt 

Burea”  of  Narcotics-  Salaries  and  expenses 

U.S.  Coast  Guard: 

Operating  expenses 

Retired  pay 

Total 


Supplemental 

estimate 

Amounts  rec- 
ommended 
in  House 
bill 

Pill  com- 
pared w ith 
estimate 

$337,  000 

3,  975. 000 

4,  491.000 
30,  600.  000 

$303.  300 

3.  903  600 

4,  4S1  000 
29,  595,  000 

— $33, 700 
-71,  400 
-10,  000 
-1,  005,  000 

301.  500 
130,  000 
25,  000 
0) 

247,  500 
1,  481,  000 
289,  500 

271.  350 
114,  000 
22,  500 
0) 

222,  750 
1,  332,  900 
280,  550 

-30. 150 
-16,  000 
-2,  500 

-24  750 
-148. 100 
-8,  950 

7,  831,  000 
700,  000 

7,  800.  000 
700,  000 

-31,  000 

50,  408,  500 

49,  026,  950 

-1,381,550 

1 Language. 


The  Department  recommends  that  the  Senate  approve  the  Treasury  items 
contained  in  the  House  bill  as  indicated  above,  except  for  the  following  four 
appropriations,  in  which  cases  restoration  in  the  full  amount  of  the  House 


reduction  is  requested : 

Amount  of 
reduction 

Salaries  and  expenses,  Office  of  the  Secretary $24,  750 

Salaries  and  expenses,  Bureau  of  Accounts 33,  700 

Salaries  and  expenses,  Internal  Revenue  Service 1,  005,  000 

Salaries  and  expenses,  U.S.  Secret  Service 30, 150 
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In  these  four  cases  the  fiscal  year  is  too  far  advanced  and  budget  require- 
ments are  too  inflexible  to  permit  necessary  adjustments  to  meet  the  proposed 

reductions.  . 

With  respect  to  the  reductions  accorded  the  other  appropriation  items  by  the 
House,  we  will  make  every  effort  to  contract  our  programs  and  work  out  neces- 
sary readjustments  so  as  to  live  within  the  amounts  of  additional  funds  con- 
tained in  the  House-approved  bill. 

Explanations  and  justification  of  the  need  for  the  restoration  of  the  four  re- 
ductions referred  to  above  are  set  out  in  the  protest  material  filed  with  your 
committee. 

Representatives  of  the  bureaus  concerned  will  be  pleased  to  appear  m support 
of  the  actions  requested  and  to  provide  any  additional  information  that  may  be 
needed. 

Very  truly  yours, 

' " 9 

Acting  Secretary  of  the  Treasury. 

Internal  Revenue  Service 

RESTORATION  REQUESTED 

Mr.  Scribner.  We  are  not  protesting  the  reductions  made  by  the 
House  in  seven  of  the  appropriation  items.  In  the  other  four  cases 
we  do  make  an  appeal.  The  largest  is  for  the  Internal  Revenue 
Service,  which  was  cut  $1,005,000.  This  appropriation  reduction  is 
particularly  serious  since  it  hits  us  at  the  very  height  of  the  tax-filing 
period.  If  we  have  to  save  this  amount  of  money  in  the  balance  of 
this  fiscal  year,  it  would  mean  laying  off  some  of  the  temporary  em- 
ployees hired  to  assist  with  the  peak-load  work.  We  would  have  to 
curtail  travel,  and  in  some  instances  might  have  to  lay  off  people  with- 
out pay.  We  just  are  not  going  to  be  able  to  do  the  work  that  we  need 
to  do  during  the  balance  of  this  fiscal  year  and  absorb  this  loss. 

This  is  the  period  of  time  when  the  returns  are  coming  in,  par- 
ticularly from  individuals,  and  we  are  trying  to  make  refunds.  If 
we  have  to  delay  the  processing  of  these  returns,  it  is  going  to  mean 
some  delay  in  making  payments  of  tax  refunds,  and  we  believe  the 
interest  cost  to  the  Government  would  be  substantially  in  excess  of 
the  amount  that  we  would  be  asked  to  save  here. 

Chairman  Hayden.  The  interest  rate  is  6 percent,  is  it  not? 

Mr.  Scribner.  Yes,  sir.  As  to  the  other  three  items,  they  repre- 
sent a straight  10  percent  cut  in  the  amount  which  we  asked  in  the 
original  presentation.  As  has  already  been  mentioned,  the  original 
presentation  reflected  the  salary  increases  voted  by  Congress  which 
were  mandatory  on  us,  and  in  some  instances  postal  rate  increases 
which  we  were  not  able  to  absorb. 

Office  of  the  Secretary 

As  far  as  the  Office  of  the  Secretary  is  concerned,  we  are  operating 
with  substantially  fewer  people  than  we  had  back  in  1953  and  1954, 
and  the  pressures  on  the  Secretary’s  Office  at  this  particular  time  are 
such  that  we  cannot  do  our  work  and  absorb  this  $24,750. 

Bureau  of  Accounts 

The  Bureau  of  Accounts  has  tried  to  work  out  readjustments  to 
make  up  the  amount  of  the  House  reduction,  but  there  again  the  work- 
load is  pretty  well  regulated  by  items  over  which  we  have  no  control, 
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depository  receipts  and  other  items,  the  work  volume  depending  on 
the  amount  of  business  that  comes  in.  And  it  is  not  possible  to  absorb 
the  additional  postage  and  the  additional  charges  which  are  required 
by  each  item. 

Secret  Service 

Insofar  as  the  Secret  Service  is  concerned,  their  work  of  course  is 
in  two  main  fields:  one,  protection  of  the  President  and  his  family 
and  the  "'rice  President,  and  the  other  is  the  investigation  and  the 
preparation  of  cases  that  involve  counterfeiting,  forgeries,  or  theft 
of  Government  checks  or  securities. 

We  can’t  make  any  reduction  in  the  amount  appropriated  for  the 
protection  of  the  President  and  the  Vice  President,  so  any  absorption 
would  have  to  come  from  the  other  field.  We  already  have  a very 
substantial  backlog  of  cases  there,  and  if  we  absorb  this  reduction  it 
will  mean  furloughing  people,  restricting  the  travel,  and  the  result 
will  be  to  increase  the  work  that  piles  up.  This  will  affect  many  peo- 
ple who  are  waiting  for  checks  or  payments  that  would  be  held  up 
until  the  jobs  are  done. 

I have  with  me  representatives  of  the  various  bureaus  involved  and 
we  will  be  glad  to  answer  any  questions  which  you  may  have. 

Chairman  Hayden.  Senator  Robertson,  any  questions  ? 

TOTAL  REQUESTS  AND  HOUSE  ALLOWANCE 

Senator  Robertson.  Mr.  Chairman,  I would  like  to  ask  the  Sec- 
retary if  this  is  correct : that  exclusive  of  the  $38,000  request  for  the 
Bureau  of  Customs  contained  in  Senate  Document  No.  20,  dated  April 
7,  the  supplemental  estimates  submitted  for  all  items  of  the  Treasury 
Department  total  $50,408,500. 

Mr.  Scribner.  Yes,  sir ; that  is  correct. 

Senator  Robertson.  And  the  House  allowed  you  $49,026,950,  a re- 
duction of  $1,381,550  ? 

Mr.  Scribner.  Yes,  sir. 

Senator  Robertson.  You  are  requesting  restoration  of  $1,093,600 
of  this  cut  to  cover  four  items  ? 

Mr.  Scribner.  Yes,  sir. 

Bureau  of  Accounts 

Senator  Robertson.  We  will  take  up  those  four  items.  For  the 
Bureau  of  Accounts,  you  had  a supplemental  request  of  $337,000. 
The  House  allowed  you  $303,000,  and  you  are  requesting  restoration 
of  $33,700? 

Mr.  Scribner.  That  is  for  the  Bureau  of  Accounts,  yes,  sir ; Senator. 

Mr.  Scribner.  The  increases  that  we  requested  for  the  Bureau  of 
Accounts  are  for  salary  increases,  the  handling  of  additional  deposi- 
tary receipts,  and  postage.  We  asked  $337,000  and  they  just  cut  10 
percent  automatically. 

Senator  Robertson.  What  about  the  prospect  of  absorbing  the  cut 
through  a reduction  in  force  of  temporary  employees  ? Do  I under- 
stand that  it  will  cut  the  work  of  this  Bureau  if  you  can’t  get  this 
additional  $33,700? 
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Mr.  Scribner.  Yes,  sir.  In  the  Bureau  of  Accounts  we  have  no 
temporary  employees.  If  it  was  a question  of  laying  people  off,  there 
isn't  time  enough  to  give  them  the  necessary  notice  to  terminate  and 
save  anything.  This  can  only  be  done  by  furloughing. 

In  other  words,  since  all  of  this  money  is  for  either  postage,  which 
is  out-of-pocket  expense,  or  for  salary  increases  which  are  mandatory, 
there  is  no  other  way  of  doing  it  except  cutting  some  people  out,  and 
that  would  mean  some  layoffs  without  pay  for  a while. 

Internal  Revenue  Service 

Senator  Bobertson.  The  big  item  is  for  the  Internal  Revenue  Serv- 
ice. That  is  the  agency  that  collects  the  money,  isn’t  it? 

Mr.  Scribner.  Yes,  sir.  They  have  already  been  cut  back,  they 
feel,  too  drastically.  They  are  down  in  the  number  of  employees  and 
I can't  urge  too  strongly  on  this  committee  this  restoration. 

Senator  Robertson.  If  the  $1,005,000  were  not  restored,  what  func- 
tions of  this  essential  Service  would  have  to  be  suspended  or  curtailed  ? 

Mr.  Scribner.  We  would  have  to  delay  processing  the  returns 
which  have  come  in,  the  making  of  refunds,  and  curtail  travel. 

Senator  Robertson.  As  the  chairman  has  pointed  out,  we  would 
just  have  to  pay  6 percent  interest  on  what  was  due  if  we  didn’t  pay 
or  make  the  refunds  on  time. 

Mr.  Scribner.  Yes,  sir,  and  there  would  be  additional  money  we 
wouldn’t  collect. 

Senator  Robertson.  I remember  several  years  ago  when  we  were 
considering  this  item  and  at  that  time  when  we  were  asked  to  put 
on  some  more  fieldmen  I think  it  was  pointed  out  that  their  deficiency 
assessments  would  double  what  it  would  cost  to  have  them. 

In  other  words,  we  would  get  back  $2  for  every  $1  we  spent  in 
collecting. 

Mr.  Scribner.  Much  more  than  that,  Senator. 

Senator  Robertson.  You  don’t  think  the  people  in  this  country  are 
getting  more  crooked  than  they  used  to  be.  Are  they  just  making  so 
much  they  can’t  keep  up  with  it  ? 

Mr.  Scribner.  I don’t  think  that  is  it  at  all.  It  is  just  a question 
of  the  more  people  we  have,  the  more  checking  can  be  done. 

TOTAL  TAX  RETURNS 

Senator  Robertson.  You  used  to  receive  about  30  million  returns. 
Now  you  receive  about  80  million,  don’t  you  ? 

Mr.  Scribner.  About  60  million,  sir.. 

Senator  Robertson.  About  60  million  ? 

Mr.  Scribner.  From  individuals. 

Senator  Robertson.  Just  twice  what  you  used  to  have. 

Mr.  Scribner.  Yes,  sir. 

Senator  Robertson.  This  might  be  a good  time,  Mr.  Chairman,  for 
me  to  claim  credit  for  the  short  form.  As  you  know,  they  used  to 
have  altogether  the  long  form.  Now  they  have  the  1040.  One  of  the 
men  in  the  Internal  Revenue  Service,  who  has  since  left  to  practice 
law  and  a good  friend  of  mine,  said  “Congressman,  I can  tell  you 
how  we  can  simplify  these  returns.”  He  said,  “Against  my  interest, 
because  I am  going  out  to  practice  law,  but  if  you  will  provide  instead 
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of  having  one  deduction  for  a wife  and  a different  kind  for  the  chil- 
dren, just  an  automatic  deduction  and  then  provide  that  so  much 
can  be  taken  for  things  that  ordinarily  are  deducted  without  being 
enumerated,  if  they  want  to  cut  them  that  way  we  can  solve  a lot  of 
1 his  problem  of  complicated  returns.”  And  I sponsored  that  legis- 
lation as  a member  of  the  Ways  and  Means  Committee.  That  is  the 
way  we  got  1040,  and  we  simplified  not  only  the  returns  for  a great 
many  taxpayers,  but  the  work  in  the  Internal  Revenue  Service. 

Mr.  Scribner.  That  is  right,  Senator,  and  we  are  grateful  to  you 
for  this  and  many  other  assistances  that  we  have  had  from  you. 

Senator  Robertson.  I helped  write  12  tax  bills  in  a period  of  10 
years  and  I got  quite  familiar  with  the  tax  laws.  I sponsored  the 
pay-as-you-go  plan.  We  would  never  collect  on  any  other  basis  now, 
I am  sure. 

Mr.  Scribner.  I would  like  to  point  out  that  the  Revenue  Service 
has  fewer  employees  at  the  present  time  than  it  has  had  at  any  time 
since  1952. 

Senator  Robertson.  This  million-dollar  restoration  request  for 
Internal  Revenue  Service  is  the  largest  item  of  the  four.  This  is,  in 
your  opinion,  a must.  Is  that  correct  ? 

Mr.  Scribner.  Yes,  sir. 

Senator  Robertson.  And  it  would  be  false  economy  for  us  to  de- 
lete it? 

Mr.  Scribner.  It  certainly  would. 

Secret  Service 

Senator  Robertson.  With  regard  to  the  Secret  Service  we  certainly 
would  not  want  to  cut  down  its  strength  and  in  so  doing  have  some- 
thing happen  to  our  President. 

Mr.  Scribner.  No,  sir;  and  I would  like  to  point  out  that  the  Secret 
Service  of  course  cannot  always  estimate  ahead  on  the  cost  of  trips 
taken  by  either  the  President  or  the  Vice  President.  If  suddenly  a 
trip  that  isn’t  scheduled  comes  up,  that  increases  our  travel  costs  and 
increases  the  time  that  our  men  have  to  be  out. 

Senator  Robertson.  I read  some  months  ago  that  there  was  a tem- 
porary increase  in  counterfeiting  and  that  you  broke  up  a quite  big 
ring. 

Mr.  Scribner.  Yes,  sir;  and  we  have  had  more  cases  recently,  at 
least  that  we  have  discovered.  This  is  a small,  compact,  and  ex- 
tremely efficient  bureau,  and  I certainly  can  assure  you  that  we  get  a 
dollar’s  worth  for  what  they  spend. 

Senator  Robertson.  You  may  remember  the  campaign  of  1896 
when  making  money  a little  more  plentiful  was  a point  at  issue  be- 
tween Bryan’s  16  to  1 and  McKinley’s  gold  standard,  and  there  was 
a Senator  from  Tennessee  who  hadn’t  been  too  free  in  discussing  the 
money  issue  because  he  followed  his  father  one  way  and  he  was  run- 
ning the  other  way.  They  finally  asked  him  where  he  stood  and  he 
said,  “Pop  favors  plenty  of  gold,  plenty  of  silver,  plenty  of  green- 
backs, and  a little  dash  of  counterfeiting,”  so  we  don’t  want  the 
counterfeiting. 

That  is  all,  Mr.  Chairman. 

Chairman  Hayden.  There  is  a Post  Office  item  in  the  bill  and  I un- 
derstand some  Senators  are  present  who  would  like  to  be  heard. 
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Senator  Ellender.  Mr.  Chairman,  may  I ask  a question  about  the 
wage  board  increase  ? 

Mr.  Scribner.  Yes,  sir. 

WAGE  BOARD  INCREASES 

Senator  Ellender.  We  are  confronted  with  these  in  every  depart- 
ment. Could  you  tell  us  what  percentage  of  the  employees  of  your 
Department  come  under  the  wage  board  increase? 

Mr.  Scribner.  I believe  about  10  percent  of  the  entire  Department. 

Senator  Ellender.  You  are  not  notified  of  what  it  is  going  to  be  in 
advance  ? 

Mr.  Scribner.  As  required  by  statute,  which  became  effective  last 
year,  within  20  days  of  the  receipt  of  the  results  of  a survey,  these 
increases  must  be  put  into  effect. 

Senator  Ellender.  How  often  are  the  wage  board  increases  made? 

Mr.  Scribner.  As  I understand,  they  vary  from  area  to  area.  I 
believe  they  are  made  when  attention  is  called  to  some  general  wage 
increase  in  the  area  which  would  lead  people  to  believe  that  perhaps 
a survey  should  be  made. 

Senator  Ellender.  They  come  at  least  once  a year,  don't  they? 

Mr.  Scribner.  As  a general  rule,  yes,  sir. 

Bureau  of  Customs 

Senator  Robertson.  Mr.  Chairman,  I overlooked  one  item  and  I 
believe  it  should  be  explained  now.  It  is  contained  in  Senate  Docu- 
ment No.  20,  dated  April  7.  The  House  didn’t  consider  it,  so  we  had 
better  have  a statement  on  this  request. 

The  Secretary  has  covered  it  in  a way,  but  we  had  better  elaborate 
on  it.  The  item  is  for  “Salaries  and  expenses,  Bureau  of  Customs.” 
With  regard  to  the  $38,000  request  please  explain  to  the  committee 
why  this  was  not  presented  to  the  House? 

Mr.  Scribner.  Mr.  Strubinger,  who  is  the  Assistant  Commissioner 
of  Customs,  is  here,  Senator,  and  I am  going  to  ask  him  to  give  you 
the  answer  to  that. 

Mr.  Strubinger.  Mr.  Chairman,  the  sum  in  our  request  here  of 
$38,000  came  up  since  the  supplemental  was  prepared.  These  wage 
board  increases  were  made  effective  on  March  12  of  this  year.  The 
survey  was  conducted  prior  to  that,  but  we  were  required  to  put  them 
into  effect  on  March  12,  1959.  The  $38,000  represents  increases  of 
from  6 cents  to  20  cents  an  hour  for  about  500  employees,  and  we  had 
no  way  of  anticipating  that  additional  cost  and  we  were  simply  faced 
with  adding  it  to  our  costs  after  we  had  come  in  with  our  first 
supplemental. 

Senator  Robertson.  That  was  a provision  that  Congress  passed? 

Mr.  Strubinger.  Yes,  sir. 

Senator  Robertson.  You  were  to  pay  them  a certain  increase  in 
pay. 

Mr.  Strubinger.  Yes,  sir. 

Senator  Robertson.  And  you  had  no  previous  notice  of  it? 

Mr.  Strubinger.  No,  sir. 

Senator  Robertson.  Will  it  take  the  amount  of  $38,000  to  comply 
with  that  act  of  Congress  ? 
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Mr.  Strubinger.  That  is  right,  sir. 

Senator  Robertson.  And  you  don’t  want  to  be  in  the  position  of 
violating  an  act  of  Congress,  do  you  ? 

Mr.  Strubinger.  That  is  correct,  and  one  of  the  reasons  we  are  ask- 
ing for  this  is  because  we  have  reduced  personnel  about  80  employees 
since  November  1,  1958,  and  we  had  done  all  we  can  to  absorb  our 
increase  in  cost.  So  this  has  hit  us  at  a time  when  we  just  feel  we 
cannot  absorb  any  more. 

Senator  Robertson.  This  ought  to  make  it  clear  for  the  record 
when  we  get  to  conference. 

Mr.  Chairman,  I ask  that  pertinent  data  from  the  Treasury  De- 
partment justifications  be  inserted  in  the  record. 

Chairman  Hayden.  That  will  be  done. 

(The  information  referred  to  follows :) 

TREASURY  DEPARTMENT 
Office  of  the  Secretary — Salaries  and  Expenses 


Standard  classification  schedule 


Standard  classification 

Appropria- 
tion, 1959 

Supplemental 

estimate, 

1959 

Amount 
recommended 
by  House 

Increase  (+), 
decrease  (— ), 
bill  com- 
pared with 
estimate 

01  Personal  services.  . . 

$2,  551.  995 
16,  000 
100 
55,  700 
62,  700 
14,  800 
20,  800 
114, 320 
58, 600 
11,  335 
159,  590 
600 
1,460 

$226, 660 

$209, 500 

— $17, 160 

02  Travel.  . 

03  Transportation  of  thines ... 

04  Communication  services 

05  Rents  and  utilities  

06  Printing  and  reoroduction 

07  Other  contractual  services..  . 

500 
5, 900 

-500 
-5, 900 

Services  performed  by  other  agencies. . . 
08  Supplies  and  materials 

09  Equipment 

11  Grants,  subsidies,  and  contributions ... 

14, 400 

13, 250 

-1, 150 

13  Refunds,  awards,  and  indemm’ties 

15  Taxes  and  assessments..  ....  . 

40 

-40 

Total  appropriation  or  estimate. . 

3, 068, 000 

247,  500 

222, 750 

-24, 750 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

1.  Purpose  and  need 

The  purpose  of  this  supplemental  request  is  to  provide  $247,500  to  cover  the 
cost  of  pay  increases  for  classified  employees  in  fiscal  year  1959  as  authorized 
by  Public  Law  85-462,  approved  June  20,  1958,  and  the  increase  in  salary  rates 
paid  the  crafts  and  duplicating  forces.  Wage  rates  for  these  latter  employees 
are  determined  by  the  Treasury  Department  Wage  Board.  The  $247,500  request 


comprises  the  following  two  items  : 

(а)  Increase  in  salary  rates  authorized  by  Public  Law  85-462 $205,  700 

(б)  Increase  in  wage  board  rates 41,800 

Total 247,  500 


2.  Method  of  determining  amount 

The  amount  of  salary  increases  for  the  classified  employees  is  based  on  a 
detailed  determination  of  the  cost  for  the  employees  it  is  anticipated  will  be  on 
the  rolls  during  the  current  fiscal  year. 

Wage  rate  increases  were  approved  for  the  crafts  and  duplicating  forces  to  be 
effective  April  8,  1958,  September  21,  1958,  and  January  11,  1959.  The  amount  of 
wage  board  rate  increase  requested  is  based  on  a detailed  determination  of  the 
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cost  for  employees  who  are  expected  to  be  on  the  roll  during  the  current  fiscal 
year. 

3.  Reason  additional  funds  required 

Public  Law  85-462  was  passed  after  submission  of  the  1959  budget.  Similarly, 
fund  requirements  for  the  increases  in  wage  board  rates  became  known  after  the 
submission  of  the  1959  budget. 

If.  Justification 

Public  Law  85-462  requires  net  increases  for  classified  employees  in  personal 
service  and  related  costs,  including  payments  to  other  agencies  for  services 


rendered,  as  follows : 

(а)  Personal  services $193,000 

(б)  Contributions  to  Federal  group  life  insurance  program 500 

(c)  Contributions  to  civil  service  retirement  fund 12,160 

(d)  Employer’s  contribution  under  Federal  Insurance  Contributions 

Act  40 


Total  costs  resulting  from  Public  Law  85-462 205.  700 


Costs  of  wage  board  rate  increases  are : 

(a)  Personal  services 39,290 

(&)  Contributions  to  civil  service  retirement  fund 2,  510 


Total  cost  of  wage  board  rate  increases 41,  800 


Total  supplemental  requirements  are 247,  500 


The  costs  of  increased  postal  rates  amounting  to  $1,265  are  being  absorbed 
through  use  of  savings.  It  will  not  be  possible  to  reduce  the  supplemental 
requirement  further. 

The  absorption  of  other  unanticipated  obligations  in  recent  years  has  made 
it  necessary  to  reduce  the  number  of  employees  assigned  to  the  various  activities 
financed  by  this  appropriation.  Any  further  reductions  in  staff  will  result  in  a 
curtailment  of  essential  services  in  connection  with  the  operation  of  the  Office 
of  the  Secretary  and  the  maintenance  of  the  Treasury  Building  and  Annex. 

JUSTIFICATION  FOR  RESTORATION  REQUEST 

The  amendment  requested  would  restore  the  reduction  of  $24,750  made  by  the 
House  of  Representatives  in  the  estimate  for  a supplemental  appropriation  for 
the  Office  of  the  Secretary.  This  supplemental  appropriation  was  requested  to 
provide  sufficient  funds  for  the  cost  of  the  salary  and  related  costs  authorized 
by  Public  Law  85-462  and  for  increases  in  wage  board  rates  approved  after  the 
appropriation  for  the  fiscal  year  1959  was  granted.  The  Office  of  the  Secretary 
is  already  absorbing  other  unanticipated  requirements  such  as  the  postal  rate 
increase  and  expenditures  in  connection  with  emergency  repairs  of  the  building. 
To  do  this  it  has  been  necessary  to  defer  the  filling  of  vacancies  and  to  curtail 
to  the  extent  possible  purchases  of  supplies,  materials,  and  equipment.  A cur- 
rent review  of  funds  available  for  objects  of  expenditure,  other  than  for  personal 
services,  does  not  disclose  any  source  from  which  appreciable  savings  could  be 
made  during  the  remainder  of  the  fiscal  year.  Therefore,  the  reduction  made 
by  the  House  of  Representatives  cannot  be  absorbed  without  a reduction  in  per- 
sonnel or  furloughs  without  pay.  Inasmuch  as  the  Office  of  the  Secretary  is 
now  operating  with  minimum  staffs  in  its  various  organizational  units,  the  elimi- 
nation of  the  services  of  its  employees  for  the  period  of  time  it  would  be  neces- 
sary for  them  to  be  off  the  rolls  to  accumulate  savings  of  $24,750  would  seriously 
handicap  the  Office  of  the  Secretary. 
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Bureau  of  Accounts — Salaries  and  Expenses 


Standard  classification  schedule 


Standard  classification 

1959  estimate 

1959  supple- 
mental 
estimate 

Amount 
recommended 
by  House 

Increase  (+), 
decrease  (— ), 
bill  compared 
with  estimate 

01  Personal  services 

$1,  720,  444 
4, 000 
2,  400 
22.  264 

51. 000 
125,  902 

16. 000 

1,  034,  080 

10,  440 

11,  500 
111,  700 

$180,  664 

$162,  598 

— $18, 066 

02  Travel . .. 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services ..  __ 

00  Printing  and  reproduction 

2,  258 

-2,  258- 

07  Other  contractual  services.  ..  ... 

Services  performed  by  Federal  Reserve 
Banks 

142, 142 

129,  960 

-12, 182 

08  Supplies  and  materials..  ...  . 

09  Equipment.  ...  .....  . 

11  Grants,  subsidies,  and  contributions 

11,  936 

10,  742 

-1, 194 

13  Refunds,  awards,  and  indemnities 

15  Taxes  and  assessments ._ 

270 

Total  appropriation  or  estimate 

3, 110, 000 

337, 000 

303, 300 

-33,  700' 

JUSTIFICATION  FOR  RESTORATION  REQUEST 

H.R.  5916,  as  approved  by  the  committee,  provided  $303,300,  which  is  a reduc- 
tion of  $33,700  or  10  percent  less  than  the  amount  requested.  This  amount  is 
not  sufficient  to  cover  salary  and  postal  rate  increases  approved  by  the  Congress 
subsequent  to  the  1959  Treasury-Post  Office  Appropriation  Act,  and  an  increase 
in  the  number  of  depositary  receipts  to  be  handled  by  the  Federal  Reserve  banks, 
which  was  not  foreseen  when  the  1959  budget  estimates  were  prepared. 


Amount 

requested 

Amount  rec- 
ommended 

Reduction 

Salary  increases.. __  

$192, 600 
90, 000 
54,  400 

$173, 340 
81,  000 
48,  960 

$19,  26J 
9, 000 
5,  440 

Postal  rate  increases 

Additional  depositary  receipts..  _ 

Total  ..  

337, 000 

303, 300 

33, 700 

Salary  increases 

The  Federal  Employees  Salary  Increase  Act  of  1958  (Public  Law  85--162),. 
approved  June  30,  1958,  provided  salary  increases  to  all  classified  employees 
averaging  about  lO1/^  percent.  It  also  includes  a contribution  to  the  civil  service 
retirement  fund  required  by  law  of  6%  percent  of  such  increases.  The  total 
amount  requested  for  this  purpose  was  carefully  calculated  based  on  the  average 
employment  for  the  year.  There  is  no  way  that  the  Bureau  of  Accounts  can 
avoid  or  reduce  this  liability  under  the  pay  act  for  these  salary  increases. 
Therefore,  such  reductions  could  not  be  accomplished  without  suspending  cer- 
tain functions  and  operations  essential  to  the  efficient  operations  of  the  Bureau. 

Postal  rate  increases 

Public  Law  85-426,  approved  May  27,  1958,  increased  postal  rates  from  3 to  4 
cents,  effective  August  1,  1958.  The  1959  budget  estimates  provided  funds  to 
reimburse  the  Federal  Reserve  banks  for  processing  9,200,000  depositary  receipts 
including  3 cents  postage  for  each  depositary  receipt  processed.  The  supple- 
mental estimate  included  $90,000  for  the  1 cent  additional  postage  required  to 
mail  approximately  9 million  receipts  during  11  months  of  the  year.  A 10  per- 
cent reduction  against  this  item  cannot  be  passed  on  to  the  Post  Office  Depart- 
ment and  the  volume  cannot  be  reduced.  Therefore,  unless  these  funds  are  pro- 
vided the  reduction  must  come  from  other  items  which  will  require  further 
curtailment  of  essential  functions  of  the  Bureau. 

Increased  number  of  depositary  receipts 

The  supplemental  request  included  $54,400  to  reimburse  the  Federal  Reserve 
banks  for  handling  426,000  more  depositary  receipts  than  was  included  in  the 
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1959  appropriation.  The  total  of  9,626.000  depositary  receipts  for  the  year  was 
carefully  computed  based  on  the  actual  first  6 months'  experience  and  pro- 
jected for  the  balance  of  the  year  on  established  trends.  A recent  review  of  this 
projection  based  on  the  actual  for  S months  indicates  that  it  is  substantially 
sound.  The  increase  over  the  original  estimates  can  be  attributed  to  several 
factors  over  which  the  Bureau  of  Accounts  has  no  control,  such  as  changes 
in  tax  rates,  increases  in  wage  rates,  changes  in  economic  conditions,  changes 
in  practices  of  the  taxpayers,  and  the  enactment  of  penal  provisions  for  failure 
to  comply  with  the  Government's  withholding  requirements  (Public  Law  85- 
321) . To  apply  a 10  percent  reduction  to  this  item  is  not  possible  as  the  volume 
to  be  handled  originates  with  the  taxpayer  and  cannot  be  controlled  by  the 
Bureau  or  the  Federal  Reserve  banks.  Therefore,  any  reduction  of  this  item 
which  is  on  a fixed  unit  cost  of  $0.1224  will  also  require  curtailment  of  other 
functions  of  the  Bureau. 

Recoin  mend  at  i on# 

It  will  be  impossible  for  the  Bureau  to  realize  any  substantial  savings  from 
object  classes  for  nonpersonal  services  as  76  percent  of  the  moneys  allowed  for 
those  object  classes  are  reimbursable  to  the  Federal  Reserve  banks  for  process- 
ing depositary  receipts.  So  that  the  remaining  24  percent  is  used  for  items  of 
a fixed  nature,  such  as  purchase  of  envelopes,  depositary  receipts,  machine 
rental,  telegraph  and  postage  costs,  which  cannot  be  reduced.  To  apply  the 
reduction  of  $33,700  to  personal  services  would  raise  a serious  problem  in  the 
Bureau  as  it  would  have  to  apply  to  salaries  for  the  2^2  months  which  remain 
in  the  fiscal  year. 

To  go  into  a reduction  in  force  would  require  a 30-day  notice  to  those  em- 
ployees affected  and  terminal  leave  payments  would  in  most  cases  offset  any 
such  reductions.  Therefore,  the  only  action  which  could  be  taken  is  to  fur- 
lough more  than  50  employees  or  16  percent  of  our  present  force  for  2 months. 
To  furlough  such  a large  percentage  of  the  employees  for  2 months  would  make 
it  impossible  for  the  Bureau  to  maintain  its  functions  and  activities  on  a current 
basis.  Such  action  would  also  impose  a serious  personnel  and  employee  rela- 
tions problem. 

Internal  Revenue  Service — Salaries  and  Expenses 


Standard  classification  schedule 


Standard  classification 

Appropria- 
tion. 1959 

Supplemental 

estimate, 

1959 

Amount 
recoram  ended 
by  House 

Increase  (-<-) 
or 

decrease  (— ), 
bill  com- 
pared with 
estimate 

01  Personal  services - - 

-5273.  479. 662 
S.  631.  565 
1. 690.239 
6. 120.  733 

2.  261.  7S1 
7. 35S.  346 
3. 019. 14S 

3.  265.  SS3 
1.  766. 472 

17,  27S.  S17 
510.000 
117. 354 

528,  131, 317 
576, 143 

527, 190,  541 
575. 206 

-5940,  776 
-937 

02  Travel  - - - - - 

03  Transportation  of  things ------ 

04  Communication  services - 

05  Rents  and  utilitv  services  

06  Printing  and  reproduction.  _ - 

07  Other  contractual  services  - 

9S,  995 

95.  6S5 

-3, 310 

OS  Supplies  and  materials - - - - - 

09  Equipment  _ -- 

11  Grants,  subsidies,  and  contributions  _ --- 

13  Refunds,  awards,  and  indemnities --  - 

15  Taxes  and  assessments.-  - 

Total  anpronriation  or  estimate  

1,  7S1. 446 
12,099 

1.  721, 874 
11, 694 

—59,  572 
-405 

325.500,000 

30, 600,000 

29,  595,000 

-1, 005. 0C* 

justeficatton  foe  restoration  request 

The  bill  as  passed  by  the  House  is  $1,005,000  below  the  amount  requested  in 
the  estimate.  Unless  the  reduction  is  restored,  the  Service  will  have  to  curtail 
on  temporary  help  to  process  tax  returns,  and  reduce  travel  of  employees  engaged 
in  auditing  returns,  collecting  delinquent  accounts,  and  investigating  tax  fraud 
cases  and  illicit  liquor  activities. 

Substantially  all  of  the  funds  available  ( including  the  $30.6  million  representing 
increased  salaries  and  postage  cost  contained  in  the  request  for  supplemental 
funds)  for  the  balance  of  this  year's  operations  have  been  committed,  except 
those  for  temporary  employment  and  travel.  A significant  savings  in  permanent 
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personnel  is  not  possible,  even  with  reduction  in  force,  since  necessary  proce- 
dural workload  in  preparation  for  a reduction  in  force  would,  under  ideal 
conditions,  take  a minimum  of  30  days,  followed  by  a minimum  of  30-day  notices 
to  the  affected  employees,  and  accumulated  leave  would  cost  more  than  the  salary 
from  the  effective  date  of  the  reduction  to  the  end  of  the  year. 

With  the  reduction  that  would  have  to  be  made  in  the  use  of  temporary  em- 
ployees. substantial  amounts  of  tax  receipts  which  ordinarily  would  be  deposited 
in  the  Treasury  in  the  last  quarter  could  not  be  deposited  until  after  June  30. 
This  is  for  the  reason  that  approximately  one-half  of  the  processing  work  in  the 
district  offices  is  accomplished  with  temporary  employees  during  the  filing  period. 

Likewise,  approximately  10  percent  of  the  tax  refunds  which  would  normally 
be  scheduled  for  payment  in  the  last  quarter  would  have  to  be  deferred  until 
after  June  30,  1959.  It  is  estimated  that  the  interest  cost  to  the  Government 
on  these  deferrals  would  be  approximately  $4  million.  The  delay  in  the  refund 
program  would  also  have  an  effect  upon  the  prerefund  audit  program  of  the  audit 
divisions  in  the  district  directors’  offices.  The  additional  revenue  that  could 
normally  be  anticipated  from  this  program  for  the  balance  of  the  fiscal  year 
would  be  reduced  by  approximately  $6  million. 

The  reduction  in  travel  would  necessitate  the  grounding  of  field  technical  per- 
sonnel engaged  in  the  enforcement  activities  of  the  Audit,  Intelligence,  Collec- 
tion, and  Alcohol  and  Tobacco  Tax  Divisions.  Thus,  there  would  be  grounded  a 
total  of  approximately  700  revenue  officers  who  are  engaged  in  the  collection  of 
delinquent  taxes,  and  800  revenue  agents  whose  duty  it  is  to  audit  tax  returns. 
The  resulting  loss  of  revenue  production  due  to  the  slowdown  in  the  program  of 
auditing  returns  and  securing  delinquent  returns,  would  amount  to  approxi- 
mately $15  million  for  the  balance  of  the  fiscal  year.  In  addition,  the  grounding 
of  revenue  officers  at  field  posts  of  duty  will  result  in  a deferral  of  collections  of 
about  $10  million.  The  grounding  of  special  agents  in  intelligence  will  mean 
a serious  delay  in  the  prosecution  of  criminal  fraud  cases  and  will  affect  the 
orderly  processing  of  the  1,200  cases  now  in  the  courts.  Fraud  from  illicit  liquor 
activity  will  result  in  the  loss  of  approximately  $10  million  to  $15  million  of 
travel  funds  for  Alcohol  and  Tobacco  Tax  Division  investigators  are  eliminated. 
Unfortunately  these  employees  that  would  be  grounded  are  so  located  that  they 
would  not  be  readily  available  for  duty  in  the  processing  activity  of  the  Collec- 
tion Division,  and,  therefore,  could  not  be  utilized  as  a temporary  expedient  to 
do  the  processing  work  ordinarily  performed  by  temporary  employees. 

In  short,  it  seems  apparent  that  the  economy  ostensibly  reflected  in  the  $1 
million  reduction  proposed  by  the  House  in  the  funds  for  the  revenue  service 
will  cost  the  Treasury  much  more  than  would  be  saved  by  reduced  expenditures 
by  the  Service.  Therefore,  it  is  strongly  recommended  that  the  $1,005,000  reduc- 
tion be  restored. 

U.S.  Secret  Service — Salaries  and  Expenses 


Standard  classification  schedule 


Standard  classification 

Appropria- 
tion, 1959 

Supplemental 

estimate, 

1959 

Amount 
approved 
by  House 

Increase  (+) 
or 

decrease  (— ), 
bill  com- 
pared with 
estimate 

01  Personal  services 

09,  Travel 

$2,  739,  678 
258, 000 
20,  080 
48,  915 
8.  000 
73,060 
70,413 
55,  700 
166, 954 
200 

20,  000 

$281, 310 

$253, 000 

— $28, 310 

OS  Transportation  of  thincs 

04  Communication  services  

06  Printing'  and  reproduction 

1, 142 

1,142 

07  Other  contractual  services 

08  Supplies  and  materials 

1,948 

1,948 

09  Equipment 

11  Grants,  subsidies,  and  contributions.  

18  Refund"?  award"?  and  indemnities 

17, 100 

15,  260 

-1,840 

TTn  vonpViArp.fi 

Total  appropriation  or  estimate 

3,  461,  000 

301,  500 

271,  350 

-30, 150 
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JUSTIFICATION  FOR  RESTORATION  REQUEST 

The  reduction  of  $30,150  made  by  the  House  in  the  request  for  funds  to  cover 
the  cost  of  the  pay  increases  authorized  by  Public  Law  85-472  will  seriously 
impair  the  operations  of  the  Secret  Service  in  fulfilling  its  Presidential  protection 
and  law  enforcement  responsibilities. 

Unless  this  reduction  is  restored,  it  will  he  necessary  to  drastically  curtail  the 
travel  of  field  agents  or  furlough  field  employees  for  2 or  3 days.  This  is  due 
to  the  fact  that  personal  services  and  travel  account  for  approximately  92  percent 
of  the  Service’s  operating  expenses. 

Curtailing  travel,  other  than  that  relating  to  Presidential  protection,  will 
have  the  effect  of  suspending  investigations  and  neglecting  cases  arising  outside 
of  field  officers’  local  areas  and  interfering  seriously  with  orderly  enforcement 
processes.  Furthermore,  the  amount  that  might  be  absorbed  by  this  means 
cannot  be  firmly  estimated  since  emergency  situations  will  arise  which  will 
compel  travel  or  a complete  disregard  of  statutory  duties.  Travel  cost  related 
to  Presidential  and  Vice  Presidential  protection  is  an  indeterminable  item,  and 
funds  provided  for  this  purpose  cannot  be  used  to  apply  against  the  reduction. 

Since  the  Secret  Service  cannot  furlough  employees  assigned  to  the  imme- 
diate protection  of  the  President  and  members  of  his  family  and  the  Vice  Presi- 
dent, it  will  be  necessary  to  furlough  employees  employed  in  vital  law  enforce- 
ment activities  primarily  .concerned  with  counterfeiting  and  forgery. 

Either  of  these  actions  will  seriously  delay  vital  law  enforcement  activities. 
Therefore,  it  is  strongly  recommended  that  the  reduction  of  $30,150  be  restored. 

Bureau  of  Customs — Salaries  and  Expenses 
Program  and  financing 


1959 

presently 
available  1 

1959 

revised 

estimate 

1959  in- 
crease (4-1  or 
decrease  (— ) 

Program  by  activities: 

1.  Assessment  and  collection  of  duties,  taxes  and  fees 

2.  Appraisal  of  imported  merchandise 

3.  Investigations  of  violations  of  customs  and  related  laws 

and  regulations 

$38.  283.  400 
7. 378,  440 

2,  977,  275 
823.  500 

1,  074,  800 
1,  953,  585 
-203,  632 

$38.  298,  500 
7, 400, 840 

2,  977,  275 
823.  500 

1,  075,  200 
1,  953,  685 
-203,  632 

+$15, 100 
4-22, 400 

4.  Audit  of  collection  and  merchandise  accounts 

5.  Analysis  and  identification  of  merchandise  for  tariff 

purposes _ .. 

+400 

+100 

6.  Executive  direction  

7.  1959  program  obligated  in  1958 

Total  obligations 

52,  287,  368 

300,000 
-300,000 
4-203,  632 

52,  325,  368 

300.000 
-300,  000 
4-203,  632 

38,000 

Financing: 

Unobligated  balance  brought  forward.  

Unobligated  balance  carried  forward 

1959  appropriation  available  in  1958 

New  obligational  authority 

52,  491,  000 

52,  529,  000 

+3S,  000 

i H.  Doc.  58. 
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Object  classification 


Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees... 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent 

Other  personal  services 

Total  personal  services 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

08  Supplies  and  materials 

09  Equipment 

10  Lands  and  structures 

11  Grants,  subsidies,  and  contributions 

Government  contributions  to  civil  service  retirement 

fund 

13  Refunds,  awards,  and  indemnities 

15  Taxes  and  assessments 

1959  program  obligated  in  1958 

Subtotal 

Deduct  charges  for  quarters  and  subsistence  furnished 

Total  obligations 


1959 

presently 

available 

1959 

revised 

estimate 

1959  in- 
crease (+)  or 
decrease  (— ) 

7,276 
74 
7, 143 
7,339 

7,276 
74 
7,143 
7,  339 

$43,  663,  650 
368, 150 
2,  300,  995 

$43,  699,  250 
368, 150 
2,  300,  995 

+$35, 600 

46,  332,  795 
485,  000 
472,  000 
591,  000 

103. 000 
231,  000 
475,  535 

416. 000 

350. 000 

46, 368,  395 
485,  000 
472,  000 
591,  000 
103,  0C0 
231,  000 
475,  635 
416,  000 
350, 000 

+35, 600 

+100 

2, 952, 080 
90,  000 
13, 220 
-203, 632 

2, 954,380 
90,000 
13, 220 
-203, 632 

+2,300 

52, 307, 998 
20, 630 

52, 345, 998 
20, 630 

+38,000 

52, 287, 368 

52, 325, 368 

38,000 

SCHEDULE  ON  SUPPLEMENTAL  APPROPRIATIONS  AND  REVISED  ESTIMATES 

Appropriation  title : Salaries  and  expenses,  Bureau  of  Customs,  1958-59.  Date : 
March  30, 1959. 

Agency  : Treasury  Department.  Bureau : Customs. 


1.  Present  appropriation  or  estimate $52,  287,  368 

2.  Additional  amounts  available 10,  000,000 


3.  Total  amount  available 62,  287,  368 


4.  Apportionments : 

1st  quarter 16,  013,  898 

2d  quarter 15,  802,  802 

3d  quarter 15,  065,  492 

4th  quarter 10,  914, 176 

Budgetary  reserves .. 


5.  Total  apportionments  and  reserves 57,  796,  368 


6.  Obligations: 

1st  quarter  (actual) 15,801,955 

2d  quarter  (actual) 15,806,043 

3d  quarter  (estimated) 15,175,000 

4th  quarter  (estimated) 15,542,370 


7.  Total  actual  and  estimated  obligations 62,  325,  368 

8.  Less  total  amount  available  (H.  Doc.  58) 62,  287,  368 


9.  Estimated  supplemental  required 38,  000 


10.  Estimated  supplemental  included  in  latest  budget 4,  491,  000 


11.  Date  needed : for  obligation,  June  30, 1959 ; for  expenditure,  July 
15, 1959. 
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12.  Estimated  expenditures  from  supplemental : In  Budget  Revised 

In  current  fiscal  year $4,  311,  000  4,  343,  000 

In  next  fiscal  year 180,  000  186,  000 

After  next  fiscal  year 

13.  Actual  obligations  last  3 months  : 

December 5,  397,  937 

January 5,  271,  978 

February 4,  695, 179 


EXPLANATION  OF  REQUESTED  19  59  SUPPLEMENTAL  APPROPRIATION 

This  1959  supplemental  request  provides  $38,000  for  wage  board  rate 
increases  which  have  become  effective  since  January  1,  1959.  Our  supplemental 
request  in  House  Document  58  dated  February  11,  1959,  covered  wage  board 
increases  which  became  effective  in  the  12  months  ending  December  31,  1959. 
Most  of  the  increases  in  this  request  are  for  New  York,  Los  Angeles,  Chicago, 
Miami,  and  New  Orleans,  and  became  effective  March  22,  1959.  All  of  these 
increased  costs  are  wholly  outside  the  administrative  control  of  this  Bureau. 

The  absorption  of  these  increased  costs  this  late  in  the  fiscal  year  would 
necessitate  a reduction  of  approximately  35  positions.  Such  a reduction  is 
infeasible  in  view  of  our  steady  workload  increases.  The  following  table  shows 
a comparison  of  our  workload  in  fiscal  year  1958  with  fiscal  year  1957  and  the 
first  8 months  of  fiscal  year  1959  with  the  first  8 months  of  fiscal  year  1958. 


Fiscal  year 
1957 

Fiscal  year 
1958 

Percent 

change 

8 months 
1958 

8 months 
1959 

Percent 

change 

Formal  entries  filed 

1,116,  211 

1, 175,  271 

+5.3 

609,  684 

636,  753 

+4.4 

Carriers  arriving . _ 

38,  564,  443 

39,  466.  668 

+2.3 

20,  976,  812 

22,  275,  392 

+6.2 

Persons  arriving ...  ... 

132,  321,  187 

137,  673,  041 

+4.0 

74,  283,  498 

79.  000,  673 

+6.4 

Invoices  received . 

Packages  examined  by  appraisers 

1,  774,  343 

1,822,  149 

+2.7 

924,  666 

988,  439 

+6.9 

personnel 

1,  365,  041 

1,  375,  418 

+.  8 

931,  372 

936,  532 

+.6 

Mail  packages  handled... 

39,  969,  522 

42,  397. 140 

+6.1 

29,  922,  802 

29,  244,  460 

-2.3 

Total  collections.  

$1,  059,  000,  000 

$1, 122,  000,  000 

+5.9 

$594,  510, 104 

$647,  271,  222 

+8.9 

Customs  permanent  full-time  employment  payable  from  the  salaries  and  ex- 
penses appropriation  totaled  7,646  as  of  February  28,  1959,  with  annual  salaries 
of  $46,997,303.  Of  this  total,  approximately  650  are  financed  from  reimburse- 
ments including  funds  received  from  the  Departments  of  Commerce  and  Agri- 
culture. As  is  indicated  by  the  green  sheets,  no  change  in  positions  or  employ- 
ment will  be  made  as  a result  of  this  proposed  supplemental. 

Senator  Robertson.  Mr.  Chairman,  I also  request  that  the  letter 
from  the  Tax  Court  of  the  United  States,  advising  the  committee  that 
no  appeals  to  the  House  action  would  be  made  to  the  Senate,  be  placed 
in  the  record. 

(The  letter  referred  to  follows :) 

Letter  From  the  Tax  Court 

Tax  Court  of  the  United  States, 

Washington,  D.C.,  April  9,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 

Sir:  There  has  been  requested  for  the  Tax  Court  of  the  United  States  an 
additional  $45,000  in  supplemental  funds  for  the  fiscal  year  1959  (H.R.  5916)  to 
cover  the  increased  costs  of  salary  increases  authorized  by  Public  Law  85-462. 
Following  the  submission  of  this  request  to  the  Congress,  the  Bureau  of  the 
Budget  requested  that  a reappraisal  of  the  financial  position  of  the  court  be  made 
to  determine  whether  or  not  a 10-percent  reduction  of  the  $45,000  supplemental 
request  could  be  accepted  without  impairment  to  the  planned  program  of  the 
court.  This  review  was  made  and  it  was  determined  that  with  savings  from 
economies  already  accomplished  and  contemplated  it  would  be  possible  for  the 
court  to  accept  the  reduced  amount. 
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In  accordance  with  the  oral  request  made  by  Mr.  Joseph  E.  Gonzales,  of  the 
committee  staff,  on  April  8,  1959,  for  a verification  of  the  position  of  the  court, 
please  be  advised  that  the  court  has  already  modified  its  program  in  anticipation 
of  the  reduction  in  the  supplemental  appropriation  and  will  operate  for  the 
balance  of  the  fiscal  year  1959  on  such  reduced  basis. 

Sincerely  yours, 

J.  E.  Murdock,  Chief  Judge. 


POST  OFFICE  DEPAETMENT 


Payment  for  Public  Services,  1959 

Letter  of  Deputy  Postmaster  General 


Senator  Eobertson.  I would  also  ask  to  put  in  the  record  the  letter 
from  the  Post  Office  Department  dated  April  1,  1959,  in  which  they 
advise  that  they  are  satisfied,  they  are  sitting  tight,  and  are  not  taking 
further  action  in  this  matter,  at  this  time. 

Chairman  Hayden.  That  will  be  done. 

(The  letter  referred  to  follows :) 

April  1, 1959. 

Hon.  Carl  Hayden, 

U.S.  Senate. 


Dear  Senator  Hayden  : The  Post  Office  Department  will  not  request  the  res- 
toration of  the  reductions  made  in  our  supplemental  estimates  embodied  in 
the  second  supplemental  appropriation  bill,  1959,  H.R.  5916,  which  passed  the 
House  March  24.  This  is  in  accord  with  our  discussion  with  members  of  the 
House  Appropriations  Committee  prior  to  the  passage  of  the  bill. 

The  Department  believes  it  can  program  its  activities  so  as  to  absorb  the 
reductions  totaling  $8,682,600  for  the  appropriations  administration,  region- 
al operation,  and  research,  operations,  transportation,  and  facilities. 

In  accordance  with  the  Postal  Policy  Act  of  1958,  Public  Law  85-426,  title 
I,  the  President  submitted  to  the  Congress  estimates  totaling  $171,259,000  for 
payment  for  public  services  for  fiscal  1959.  The  entire  amount  of  the  request 
for  an  appropriation  for  this  purpose  was  deleted  by  the  House  for  the  reason 
set  forth  in  House  Report  No.  238,  page  14.  We  are  taking  no  further  action 
in  this  matter  since  the  issue  is  entirely  one  of  policy  that  can  only  be  resolved 
by  the  Congress  itself. 

Sincerely  yours, 


E.  O.  Sessions, 
Deputy  Postmaster  General. 


STATEMENT  0E  HON.  0LIN  D.  JOHNSTON,  A UNITED  STATES 
SENATOR  FROM  THE  STATE  0E  SOUTH  CAROLINA 


PUBLIC  SERVICE  EXPENDITURES 

Chairman  Hayden.  In  that  connection  I would  like  to  hear  from 
Senator  Johnston  and  Senator  Carlson. 

Senator  Johnston.  Mr.  Chairman  and  members  of  the  Appropria- 
tions Committee,  as  you  know,  Senator  Carlson  and  I are  ex  officio 
members  of  the  Treasury  Post  Office  Subcommittee  on  appropriations. 
That  is  one  reason  why  we  come  before  you  to  discuss  postal  policy. 

As  chairman  of  the  Senate  Post  Office  and  Civil  Service  Committee 
and  for  the  committee,  I would  like  to  direct  your  attention  to  what 
I consider  a misunderstanding  about  an  item  that  should  be  included 
in  the  supplemental  appropriations  bill  now  before  you. 

This  item  is  not,  strictly  speaking,  an  appropriation.  It  is  an 
accounting  function  to  reveal  publicly  the  amount  of  free  public  serv- 
ices which  by  vote  of  Congress  the  Post  Office  has  been  directed  to 
perform  for  the  American  people. 
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The  Post  Office,  in  accordance  with  Public  Law  85-426  of  last  Con- 
gress has  estimated  this  to  be  $171,259,000  for  fiscal  1959.  The  House 
Appropriation  Committee,  contrary  to  the  public  law,  ignored  this 
item  and  the  bill  was  reported  to  the  House  and  passed  without  this 
amount  being  included  and  designated  as  public  service. 

This  does  not  mean  that  the  appropriation  for  the  Post  Office  De- 
partment has  been  reduced.  Failure  to  designate  public  service  ex- 
penditures for  what  they  are  does  not  mean  that  those  services  are 
no  longer  to  be  performed. 

The  failure  to  designate  simply  means  that  the  public  service  costs, 
despite  legislation  passed  last  year,  must  once  again  be  an  unidentified 
part  of  the  general  Post  Office  deficit. 

HOUSE  ACTION 

I have  examined  the  printed  record  of  the  House  hearings  on  this 
subject.  It  would  appear  that  the  House  committee  made  its  decision 
on  the  basis  of  about  20  minutes  cf  one-sided  presentation.  Yet  this 
was  a matter  which  had  been  studied  over  many  years  by  the  appro- 
priate committees  in  both  the  House  and  Senate. 

Weeks  of  testimony  were  devoted  to  it  and  5 days’  debate  ended 
witli  its  approval  here  in  the  Senate  last  year. 

You  may  wonder,  since  there  is  no  change  in  actual  appropriations 
what  the  purpose  of  a public  service  appropriation  really  is.  The 
purpose  is  to  spotlight  the  subsidies  that  we,  the  Congress,  have  given 
over  the  vears,  generallv  to  noncommercial  mail  users.  I know  of  no 
principle  of  administration,  of  economics,  or  of  public  policy  that 
would  sanction  the  masking  of  these  expenditures  made  in  the  public 
interest,  to  promote  the  general  welfare. 

Yet  that  is  exactly  what  has  been  done  for  years  as  these  costs  are 
lumped  indiscriminately  together  with  others  under  the  label  of 
“deficit.” 

FREE  OR  REDUCED  RATE  SERVICES 

I cannot  see  any  justice  in  supplying  free  or  reduced  rate  services 
which  the  Congress  has  voted  in  the  public  interest  and  then  taking  the 
cost  of  these  services  and  calling  them  “deficit.”  The  only  result  of 
such  a practice  is  to  give  the  public  the  impression  that  mail  users  as 
a whole  are  not  paying  their  way  or  that  the  administration  of  the 
Post  Office  is  grossly  inefficient.  That  is  both  unfair  and  deceptive. 
TTe  should  not  condone  it. 

Senator  Saltoxstall.  Could  I ask  you  a question,  or  would  you 
prefer  to  wait  until  you  are  all  through  ? 

Senator  J ohxsox.  I will  be  glad  to  answer  it  now. 

Senator  Saltoxstall.  TYhat  vou  are  saving.  Senator  Johnston,  is 
that  m accordance  with  the  law  that  we  passed  last  year  so  much  of 
the  deficit  to  wit.  $171,259,000,  is  due  to  postal  rates  at  less  than  the 
cost  of  service.  That  is  a part  of  the  deficit,  but  what  you  want  to 
have  the  Appropriations  Committee  do  is  to  designate  so  much  of  the 
deficit,  that  is,  $171,259,000,  to  be  due  to  this  public  service. 

Senator  Johxstox.  That  is  true.  The  cnmmitfpp  reportpd  bill 
would  have  earmarked  an  amount  automatically,  but  Senator  Hayden 
offered  an  amendment  that  would  vest  the  authoritv  in  the  Appro- 
priations Committee  to  approve  the  amount  for  public  service. 
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Senator  Saltonstall.  Then  if  Senator  Hayden  is  in  favor  of  it 
and  was  in  favor  of  it  last  year,  knowing  this  committee,  this  com- 
mittee is  rather  apt  to  be  in  favor  of  it  now,  is  it  not? 

Senator  Johnston.  I would  think  so,  but  since  the  House  committee 
chose  to  ignore  the  law,  I felt  it  our  duty  to  call  it  to  your  attention. 

Senator  Robertson.  There  has  been  a development  since  then  which 
we  will  put  in  the  record. 

Senator  Johnston.  We  have  voted  these  special  rates.  Are  we 
ashamed  to  let  the  people  know  what  we  have  done?  Must  we  hide 
our  policy  decisions  on  rates  and  stand  aside  while  others  take  what 
is  falsely  believed  to  be  the  “blame”  for  the  cost  of  these  decisions? 

DESIGNATION  OF  PUBLIC  SERVICES  COSTS 

The  people  have  a right  to  know  the  truth  about  this  situation. 
The  best  way  to  let  it  be  known  is  to  bring  it  out  into  the  open.  We 
have  voted  over  the  years  to  provide  far  in  excess  of  $171,259,000  for 
public  services  over  and  above  annual  costs. 

The  conferees  were  of  the  opinion  that  public  services  costs  to  be  so 
designated  pursuant  to  the  policy  section  of  the  Postal  Rate  Act  of 
1958  amounted  to  over  $260  million  annually. 

We  have  provided  these  services  on  the  assumption  that  it  was  best 
for  the  country.  We  believe  that  the  Nation  will  agree  with  us,  but 
we  do  not  give  the  Nation  a chance  to  decide,  because  we  have  effec- 
tively hidden  what  we  have  done  from  all  but  the  few  who  benefit 
thereby. 

In  its  report  the  House  Appropriations  Committee  merely  put  this 
item  aside  as  a matter  of  no  “urgency.”  Technically,  this  is  true, 
because  the  money  for  these  services  has  already  been  appropriated 
for  this  year  just  as  in  years  past.  But  in  terms  of  honest  govern- 
ment and  fiscal  responsibility,  the  segregation  of  public  services  costs 
from  other  costs  of  postal  administration  is  a matter  that  must  be 
accomplished  if  we  are  ever  to  place  the  Post  Office  Department  on  a 
pay-as-you-go  basis. 

Restoration  of  the  public  service  designation  to  a portion  of  the 
Post  Office  appropriation  simply  follows  the  legislation  contained  in 
the  Postal  Rate  Act  of  1958.  Section  104  of  the  act  (Public  Law 
85^26)  authorizes  an  appropriation  from  the  Treasury  for  postal 
expenditures  “attributable  to  the  public  services  enumerated  under 
section  A of  this  subsection.” 

Section  A contains  a detailed  listing  of  matter  carried  at  free  or 
reduced  rates  and  provides  that  the  “total  loss”  thereof  is  a public 
service  expenditure.  All  these  are  carried  at  a reduced  rate  by  acts 
of  the  Congress  of  the  United  States.  It  also  provides  that  the  losses 
incurred  in  providing  nonpostal  services  for  other  agencies,  the  loss 
incurred  in  providing  the  so-called  special  services,  the  loss  resulting 
from  the  operation  of  the  star  route  system  and  third-  and  fourth- 
class  post  offices,  and  the  additional  cost  of  transporting  U.S.  mail 
by  foreign  air  carriers  at  a universal  postal  union  rate  higher  than 
the  rate  prescribed  for  U.S.  carriers  are  also  public  service  costs. 

Perhaps  some  of  you  do  not  agree  that  such  extensive  public  service 
expenditures  should  be  made.  If  so,  you  only  perpetuate  them  if  you 
help  to  keep  them  hidden.  If,  on  the  other  hand,  you  believe  that 
the  Congresses  which  created  these  services  were  right,  there  is  no 
reason  to  object  to  having  the  price  tag  a matter  of  public  record. 
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IMPACT  OF  POSTAL.  SERVICE  ON  NATION’S  HISTORY 

Over  the  years  postal  service  and  settlement  of  new  parts  of  our  vast 
country  have  gone  hand,  in  hand.  If  the  Post  Office  had  waited  for 
each  community  to  be  build  up  before  providing  service  in  order  to 
insure  that  there  would  be  no  loss  to  the  Treasury,  we  would  have  had 
a far  different  history  as  a nation.  The  Post  Office  still  provides 
service  to  areas  with  small  villages  or  thinly  settled  regions  which  do 
not  warrant  postal  service  if  the  sole  criterion  is  to  be  a service  that 
pays  its  own  way. 

I would  not  for  a moment  suggest  that  we  change  our  philosophy 
or  upset  our  traditions  and  slash  the  postal  service  to  the  country 
areas.  But  I think  it  is  only  fair  that  the  loss  on  providing  this 
service  should  be  made  known  to  the  general  public  so  that  it  will 
not  be  under  a misapprehension  as  to  the  size  or  the  cause  of  the 
postal  deficit. 

That  is  exactly  what  last  year’s  postal  legislation  was  intended  to 
accomplish.  There  was  to  be  no  shifting  of  any  burden  from  the 
place  where  it  rightfully  belonged.  The  cost  has  been  paid  by  the 
taxpayers  all  along,  that  is,  the  deficit. 

The  legislation  would  insure  that  the  taxpayers  know  just  what 
they  are  paying  for  when  the  Treasury  makes  up  the  difference  be- 
tween postal  revenues  and  postal  expenditures. 

PUBLIC  SERVICE  COSTS 

I have  with  me  for  the  committee’s  convenience  copies  of  a break- 
down of  that  portion  of  public  service  costs  covered  by  the  $171,259,000 
contained  in  the  original  supplemental  appropriation  bill. 

(The  information  referred  to  follows :) 

The  Post  Office  and  'public  services 


[Thousands  of  dollars] 


Title  I,  sec.  104(a) — Identification  of  public  services  (“Total  loss  resulting 
from  transmission  of  matter,  etc.’’) 

Total  loss 

1959 

1960 

(1)  Free  or  reduced  rates: 

(A)  Reduced  rates  for  newspapers  and  magazines  of  nonprofit  organ- 
izations (exempt  publications) ...  ... 

$63, 367 
64 
15,  729 
1,098 

49 

55 

4 

$63,  952 
64 
15.  541 
1,103 

53 

57 

4 

(B)  Official  free  mailings,  Pan  American  Union _ 

(C)  Free-in-county  mail  (2d  class) _ _ . . ... ._ 

(D)  Free  for  the  blind  matter _ . _ 

(E)  Free  mailing — Diplomatic  Corps  of  Pan  American  Union 
countries..  . . . 

(F)  Publications  for  blind  at  reduced  rates  

(G)  Free  mail  for  Pan  American  Sanitary  Bureau.  _ 

(H)  Free  mail  privileges  for  widows  of  Presidents  1 . 

(I)  Reduced  rates,  exempt  2d  class  publications  for  religious  and 
classroom  use  . . . _ . 

2,  771 
30, 600 

2,  888 
32, 162 

(J)  Reduced  rates,  exempt  3d  class  mailings  of  nonprofit  organiza- 
tions. . . _ . • . ...  .. 

(K)  Free  mailing  privileges— Absentee  ballots  _ 

(L)  Reduced  rate  mailings — Books,  films,  etc ..  . .. 

12,  312 
2, 187 

13,  787 
2, 252 

Reduced  rate  mailings — Library  books,  etc..  ..  . 

Total  .........  . _ 

128,  236 

131,863 

(2)  The  loss  resulting  from  operation  of  star  route  and  3d  and  4th  class  post 
offices . . 

C3)  The  loss  incurred  in  performing  nonpostal  services,  such  as  sale  of  docu- 
mentary stamps.-  ...  ...  . 

16,  988 
24,  894 

1,141 

16, 482 
22,  655 

1,000 

(4)  The  loss  incurred  in  special  services,  such  as  special  delivery 

(5)  Additional  payments  to  foreign  air  carriers  at  UPU  rates  in  excess  of 
rates  prescribed  for  U.S.  carriers.  ...  ..... 

Grand  total ._  

171,  259 

172, 000 

> Included  in  (E). 
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Additional  Statement 

Title  I,  section  104(a)  of  Public  Law  85-426,  replaces  the  Kelly  law  enacted 
by  Congress  in  1980  (39,  U.S.C.  793),  relating  to  certification  of  estimated 
amounts  of  postage  that  would  have  been  collected  on  certain  free  or  reduced 
rate  mailings,  which  the  Postmaster  General  had  to  make  to  Secretary  of 
Treasury  and  Comptroller  General. 

Reorganization  Act  No.  10  transferred  franked  and  penalty  mail  and  airline 
subsidies  to  other  Federal  agencies.  These  items  were  formerly  costed  in  the 
Kelly  law. 

The  $172  million  is  not  a new  appropriation,  but  an  earmarking  for  appro- 
priation purposes  of  a portion  of  deficit  to  be  borne  from  general  funds  and  not 
charged  to  mail  users. 

This  estimate  contains  no  funds  for  item  (2) — losses  in  star  route  operation 
or  from  third-  and  fourth-class  post  offices,  although  required  by  law. 

Detailing  of  public  services  as  submitted  by  the  administration  should 
facilitate  future  rate  adjustments. 

The  administration  states  that  the  $172  million  is  “excessive”  and  asks  that 
they  be  reduced,  but  this  would  require  basic  amendments  to  Public  Law  85-426. 
If  the  $15,729  million  loss  on  free-in-county  is  reduced  or  eliminated,  who  will 
pay  these  costs?  Must  business  users  of  the  mail  foot  the  bill  for  competitors’ 
free  services? 

The  $172  million  is  a legal  and  sound  approach  and  should  be  approved. 

OTHER  LOSSES  CITED 

Senator  Johnston.  You  will  note  that  this  does  not  cover  any  of  the 
loss  incurred  in  operating  star  route  service  or  third-  or  fourth-class 
offices.  The  Post  Office  Department  says  it  is  unable  to  supply  an 
estimate  on  this  loss  although  it  has  on  other  occasions  been  able  to 
determine,  for  example,  that  the  net  savings  in — you  Senators  remem- 
ber this  I guess  when  they  tell  you  they  are  going  to  do  away  with  a 
fourth-class  post  office — discontinuing  fourth-class  service  and  substi- 
tuting rural  free  delivery  averages  $1,400  per  office. 

Studies  made  by  my  committee  last  year  indicate  that  the  public 
service  postal  costs  covered  by  Public  Law  85-426  are  close  to  $300 
million  annually.  Similar  findings  were  made  by  a prior  study  group 
when  Senator  Carlson  was  chairman  of  the  Post  Office  and  Civil 
Service  Committee. 

Costs  of  other  public  services — not  covered  yet  by  legislation — would 
raise  the  total  close  to  $400  million.  I do  not  wish  to  lengthen  my 
statement,  but  I would  like  to  suggest  at  this  point  that  I would  be 
glad  to  provide  for  any  interested  members  of  the  committee  reprints 
of  my  article  on  this  subject  published  about  a year  and  a half  ago,  if 
they  would  desire  to  have  it. 

POSTAL  RATE  INCREASES  AND  POLICY  STATEMENT 

Last  year’s  Postal  Rate  Act  contained  substantial  increases  in 
postal  rates  along  with  the  policy  statement.  I believe  those  increases 
represent  the  maximum  that  can  be  paid  by  users  at  the  present  time. 
Senator  Hayden’s  amendment  on  the  floor  left  the  implementation 
of  the  policy  section  of  the  bill  to  the  Appropriations  Committee, 

I believe  the  House  committee  has  performed  a grave  disservice  in 
deliberately  sidestepping  its  responsibilities  in  this  regard,  according 
to  law.  I believe  it  to  be  incumbent  on  the  Senate  to  rectify  the  omis- 
sion of  the  House  so  that  the  people  of  this  country  may  know  just  what 
they  are  spending  for  the  public  services  provided  by  the  Post  Office 
Department. 

Senator  Robertson.  Mr.  Chairman,  the  Chairman  of  the  Treasury- 
Post  Office  Appropriations  Subcommittee  wants  to  assure  his  dis- 
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languished  colleague,  who  is  chairman  of  the  Post  Office  and  Civil 
Service  Committee,  that  there  is  no  disagreement  at  all  between  him  and 
this  committee  on  the  theory  of  what  ought  to  be  done. 

The  disagreement  is  on  how  it  can  be  done.  Let  me  state  what  I 
think  is  involved.  The  Post  Office  Committee  took  the  position  that 
some  of  the  deficit  was  due  to  public  services  and  they  should  be  iden- 
tified and  set  out  and  not  carried  as  a deficit.  That  was,  of  course, 
taken  up  immediately  by  the  second-class  users  and  the  third-class 
users. 

The  more  they  could  get  cut  out  of  the  deficit  as  public  service,  the 
less  you  could  blame  them  for  causing  the  deficit,  so  they  got  behind 
this  program  in  a big  way  and  they  are  still  behind  it  in  a big  way. 
We  will  put  in  the  record,  for  instance,  this  letter  to  the  Chairman  from 
Mr.  Tom  Anderson,  president  of  the  Arizona  Newspapers  Association. 

(The  letter  referred  to  follows :) 


Arizona  Newspapers  Association,  Inc., 

Phoenix,  Ariz.,  April  7,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Appropriations  Committee, 

TJ.S.  Senate,  Washington,  D.C. 


Dear  Senator  Hayden  : I have  been  requested  to  write  you  on  behalf  of  the 
Arizona  Newspapers  Assoication  to  express  the  group’s  keen  disappointment 
in  House  action  in  failing  to  recognize  public  service  contributions  of  the  Post 
Office  in  its  appropriation  bill. 

It  is  the  hope  of  the  association  that  your  committee  will  give  the  most 
careful  consideration  to  the  Post  Office’s  public  service  contributions  and  that 
a postal  policy  recognizing  these  contributions,  which  we  understand  has  been 
laboriously  pieced  together  over  a period  of  many  years,  will  not  be  tossed 
into  the  wastebasket  by  a single  action. 

We  believe  that  the  people  of  the  United  States  receive  more  for  their  tax 
dollars  from  funds  appropriated  for  the  Post  Office  than  any  other  governmental 
agency. 

We  will  deeply  appreciate  your  earnest  consideration  of  this  important  matter. 

Sincerely  yours, 


Tom  Anderson,  President. 


house  action 

Senator  Robertson.  I received  some  from  the  various  newspaper 
associations.  The  newspapers  wouldn’t  care  if  we  put  public  services 
at  $300  million.  That  would  let  them  out  in  the  clear  and  then  they 
wouldn’t  be  caught  at  all ; just  charge  it  to  public  service.  We  endorse 
the  position  taken  by  the  chairman  of  the  Civil  Service  and  Post 
Office  Committee  that  this  should  be  specified. 

Last  year,  in  July,  we  had  hearings  on  this  item.  The  matter 
was  not  presented  to  or  considered  by  the  House.  If  we  had  put  in  an 
amount  it  would  have  been  an  arbitrary  amount  and  they  wouldn’t 
have  taken  it,  and  we  would  have  just  been  wasting  our  time  to  do  it, 
so  we  decided  to  let  the  matter  go  over  until  this  year  when  it  could  be 
discussed  and  decided  on  how  much  should  be  charged  to  public 
services. 

I don't  know  how  much  attention  was  given  to  this  item  by  the 
House  in  the  supplemental,  but  here  is  what  House  Report  No.  238, 
accompanying  H.R.  5916,  says : 

The  committee  has  denied  the  requested  appropriation  of  $171,259,000  for 
public  services  on  certain  items  of  expense  as  determined  pursuant  to  the  Postal 
Policy  Act  of  1958.  This  is  a new  item  which  has  the  effect  of  making  part  of 
the  postal  deficit  an  annual  definite  appropriation.  The  committee  can  see  no 
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real  urgency  which  requires  that  an  appropriation  be  made  now  in  a supple- 
mental bill. 

The  committee  has  approved  $37,500,000  for  increased  transportation  costs 
for  the  Post  Office  Department  arising  from  increased  rail  rates  approved  by 
the  Interstate  Commerce  Commission.  This  is  $3,500,000  less  than  the  budget 
estimate. 

LETTER  TO  CHAIRMAN  HAYDEN 

Iii  other  words,  they  said,  “This  is  a bookkeeping  item.  It  doesn’t 
have  to  be  in  the  supplemental  and  we  are  not  going  to  put  it  in  the 
supplemental.”  We  have  this  item  in  the  regular  bill  coming  up 
pretty  soon.  A letter  from  Deputy  Postmaster  General  Sessions  to 
lion.  Carl  Hayden,  dated  April  1,  reads  in  part : 

“We  are  taking  no  further  action  in  this  matter,”  that  is,  for  the 
restoration  of  the  $171,259,000.  They  are  not  asking  for  any  amounts 
to  be  restored.  Certainly  the  distinguished  Senator  from  South  Caro- 
lina knows  that  there  is  not  a human  way  by  which  we  sitting  right 
here  this  afternoon  can  say  whether  this  should  be  $171,259,000  or 
$100  million.  I received  a letter  from  the  manager  of  a.  department 
of  the  U.S.  Chamber  of  Commerce  that  said  this  item  should  be  $76.5 
million  rather  than  $171,259,000. 

That  was  their  study  and  that  is  how  much  they  said  should  be 
charged  against  public  services.  Have  there  been  hearings  in  the- 
Senate  Committee  on  Post  Office  and  Civil  Service  on  this  item  ? 

Senator  Johnston.  Oh,  yes;  we  have  had  6 years  of  hearings  on 
it  and  we  issued  several  reports.  It  was  unanimous  in  the  committee, 
too. 

Senator  Robertson.  On  the  House  side  there  are  those  who  say 
you  must  charge  up  what  you  are  losing  on  fourth-class  offices  and  on 
rural  routes  because  that  is  a subsidy  to  the  farmer  and  you  ought  to 
acknowledge  it  as  a subsidy. 

COMMITTEE  STUDIES 

Senator  Johnston.  This  has  been  studied  by  the  committee.  Even 
Senator  Carlson  had  a special  committee  on  it.  He  studied  it  for  2 
years.  Then  after  the  Democrats  won  control  of  the  Senate  I had  a 
committee  to  study  it  for  2 or  3 years,  and  we  came  to  the  conclusion 
that  about  $100  million  was  more  nearly  a correct  amount  for  public 
service. 

Senator  Robertson.  That  would  make  it  quite  interesting  and  that 
would  let  all  the  newspapers  and  second-class  mail  out  completely,  but 
before  you  ask  this  committee  to  act  you  should  bring  your  figures 
up  to  date  and  show  us  a report  that  you  can  prove  and  justify  with 
some  certainty  because  I am  telling  you  this  and  there  is  no  use 
making  any  secret  of  it : 

The  chairman  of  the  subcommittee  on  the  House  side  said  that  there 
was  so  much  uncertainty  as  to  what  the  correct  figure  should  be  that 
there  was  no  chance  to  find  out  what  it  was,  and  that  they,  in  trying 
to  designate  what  are  public  services,  were  not  going  to  give  a gratuity 
to  those  who  were  getting  a free  ride  now  and  who  were  not  supposed 
to  be  subsidized.  If  the  Senate  saw  fit  to  put  in  this  $171,259,000 
they  indicated  we  would  be  here  until  August  before  there  would  be 
any  conference  report  on  it. 

That  is  what  we  are  up  against. 

Senator  Johnston.  I don’t  agree  with  your  statement  at  all. 
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Senator  Bobertson.  I think  you  would  if  you  were  in  conference 
with  some  of  these  House  Members.  When  they  say  they  are  not 
yielding  you  can’t  ignore  it  too  lightly. 

Senator  Johnston.  The  Post  Office  Department  presented  these 
figures  to  the  House  committee. 

Senator  Bobertson.  That  is  right,  and  they  challenged  them  on  the 
House  side  and  would  not  accept  them. 

Senator  Johnston.  And  when  they  did,  they  deliberately  ignored 
a law  passed  by  the  last  Congress.  This  I strongly  object  to. 

Senator  Bobertson.  What  this  committee  wants  to  know  is  how 
much  we  should  earmark  as  payment  for  public  services,  so  we  will 
know  what  the  actual  deficit  is. 

Senator  Johnston.  You  have  a partial  listing  before  you.  It  is 
sure  that  it  is  not  complete.  I think  you  at  least  ought  to  insert  the 
$17 1 million  in  this  bill  at  this  time.  The  remainder  can  be  added  in 
the  regular  appropriation. 

Senator  Bobertson.  All  the  committee  on  the  House  side  is  unani- 
mous that  it  is  misspelled.  What  are  you  going  to  do?  You  can’t 
say  it  is  spelled  out  if  they  say  it  is  misspelled. 

Senator  Johnston.  Here  you  have  it  broken  down  item  by  item. 

ATTITUDE  OF  POST  OFFICE  DEPARTMENT 

Senator  Bobertson.  This  list  was  submitted  by  the  Post  Office  De- 
partment and  the  House  said  it  was  in  error  and  that  it  would  not  ac- 
cept it.  The  Post  Office  Department  did  not  appeal  the  item  or  in- 
sist on  it.  They  said,  “We  are  backing  off  this  bill.'’ 

Senator  Johnston.  I’m  not  surprised,  if  it  meant  additional  money 
for  them,  I’m  sure  they  would  be  here.  When  they  do  appear  for  their 
appropriation,  I think  I'll  have  plenty  of  questions  for  them  then. 

Senator  Bobertson.  I just  call  your  attention  to  the  fact  that  this 
is  a hotly  disputed  item.  The  Post  Office  Department  has  dropped  it 
in  connection  with  the  supplemental.  We  have  it  coming  up  on  the 
regular  bill  and  if  your  committee  has  some  pertinent  information 
you  certainly  should  get  it  in  some  kind  of  form. 

Senator  Johnston.  We  did  give  it  to  you.  It  is  now  in  book  form 
if  you  want  it.  We  had  it  for  6 years,  my  friend. 

Senator  Bobertson.  However,  what  happened  6 years  ago  is  of  no 
value  to  us  now. 

Senator  Johnston.  There  were  reports  released  last  year  on  this 
subject. 

Senator  Bobertson.  Mr.  Chairman,  I am  just  telling  the  facts  as  I 
understand  them.  It  is  just  thoroughly  impractical  to  put  it  in  this 
bill.  That  is  all  I can  say. 

STATEMENT  OF  HON.  FRANK  CARLSON,  A UNITED  STATES  SENATOR 

FROM  THE  STATE  OF  KANSAS 

Post  Office  Operations 

Senator  Carlson.  Mr.  Chairman,  I hesitate  to  take  the  time  of  the 
committee,  but  I do  appreciate  your  kindness  in  letting  me  appear.  I 
want  to  say  that  I am  here  to  support  the  chairman  of  the  Senate 
Post  Office  and  Civil  Service  Committee,  and  I want  to  state  also  that 
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some  (lays  ago  I visited  with  the  Senator  from  Virginia,  Mr.  Robert- 
son,  on  this  problem. 

The  distinguished  chairman  of  the  subcommittee  of  the  Appropria- 
tions Committee,  Mr.  Robertson,  dealing  with  post  office  appropria- 
tions, suggested  that  we  might  delay  this  discussion  until  we  got  into 
the  appropriations  bill  for  1960,  but  I did  feel  that  in  view  of  the  fact 
that  this  matter  was  before  the  committee  I should  appear  here  to- 
gether with  the  chairman,  and  if  the  chairman  of  this  committee,  Sen- 
ator Hayden,  will  permit  I have  a statement  here  that  I would  like 
to  do  a little  scientific  reading  on  and  have  it  appear  in  the  record  to 
save  the  time  of  the  committee. 

Chairman  Hayden.  That  will  be  done. 

(The  statement  referred  to  follows :) 

Mr.  Chairman,  and  members  of  the  Senate  Deficiency  Appropriations  Sub- 
committee I want  to  thank  you  for  the  privilege  of  appearing  here  today  to 
speak  on  a matter  which  is  very  close  to  my  heart.  I refer,  of  course,  to  the 
item  of  public  services  totaling  a little  over  $171  million  in  the  1959  supple- 
mental appropriation  bill,  now  pending  before  your  committee. 

I understand  the  estimate  which  will  be  presented  to  the  Senate  Treasury- 
Post  Office  Appropriations  Subcommittee  totals  $172  million.  Mr.  Chairman, 
I thought  it  best  to  appear  before  this  committee  when  the  matter  first  comes 
to  the  attention  of  members  of  the  Senate  Appropriations  Committee,  because 
the  principles  I speak  of  today  apply  equally  to  1959  as  they  do  to  1960. 

For  many  years  I have  been  convinced  of  the  need  for  an  adequate  postal 
policy.  My  work  as  chairman  of  the  Senate  Post  Office  and  Civil  Service  Com- 
mittee in  the  83d  Congress  will  provide  great  evidence  of  this  feeling.  Further- 
more, in  1955  when  I addressed  the  National  Tax  Association  I said : “It  is 
my  sincere  conviction  that  the  Congress  must  develop  a sound  policy  for  the 
Post  Office  Department  and  its  operations.  Otherwise,  postal  rates  developed 
on  any  other  basis  will  result  in  an  unjust  tax  on  users  of  the  mails.” 

I am  still  strongly  of  the  opinion  that  it  is  the  duty  of  the  Congress  to  set 
a fair  and  reasonable  basis  for  the  administration  of  rates  and  fees  of  the 
Post  Office  Department.  You  are  all  familiar  with  Senate  Resolution  49,  which 
was  adopted  in  the  83d  Congress  and  which  called  for  a study  of  postal  policy. 
Furthermore,  the  work  of  my  committee  was  extended  under  Senate  Resolution 
33,  when  my  colleague,  Senator  Olin  D.  Johnston,  served  as  chairman  of  our 
committee.  Gentlemen,  I want  to  emphasize  that  your  Senate  Post  Office  and 
Civil  Service  Committee  has  spent  $200,000  and  6 years  of  hard  work  on  this 
matter  and  other  related  items,  and  I know  I speak  the  sentiments  of  the  entire 
committee  that  we  shall  be  greatly  disappointed  to  see  this  work  go  for  naught. 

I don’t  propose  to  go  into  details  today  because  they  are  a matter  of  public 
record.  I do  want  to  clear  up  the  record,  however,  with  respect  to  certain  care- 
less charges  that  have  been  made. 

I was  amazed  to  read  in  the  House  debate  that  postal  policy  was  a quick 
item  hung  on  last  year’s  rate  and  pay  measure.  Nothing  could  be  farther  from 
the  truth.  On  January  11,  1955,  the  President  of  the  United  States,  in  a mes- 
sage to  the  Congress,  made  the  following  statement : “Certain  services  which  are 
performed  by  the  Post  Office,  such  as  those  for  the  blind,  are  a part  of  general 
welfare  services.  The  cost  of  such  services  should  not  be  borne  by  users  of 
the  mails.  Expenditures  for  them,  and  for  services  performed  for  the  Govern- 
ment, should  be  identified  and  met  by  direct  appropriation.” 

As  early  as  1956,  the  rate  bill  that  came  over  from  the  House  carried  a broad 
basic  postal  policy  title,  as  well  as  the  1958  act  that  came  to  us  from  the  House 
Gentlemen,  here  is  the  language  of  the  House  which  was  likewise  adopted  in 
the  Senate,  and  I quote  : 

“(A)  The  sum  of  such  public  service  items  should  be  assumed  directly  by  the 
Federal  Government  and  paid  directly  out  of  the  general  funds  of  the  Treasury 
and  should  not  constitute  direct  charges  in  the  form  of  rates  and  fees  upon  any 
user  or  class  of  users  of  such  public  services,  or  of  the  mails  generally.  * * *” 

In  adopting  Public  Law  85-426  last  year,  the  Congress  unanimously  approved 
all  this  identical  language  from  the  1956  House  act,  with  the  exception  that 
the  words  “as  determined  by  the  Congress”  were  added. 
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Based  on  6 years  of  review  and  study  by  some  of  the  most  competent  ex- 
perts of  the  United  States,  including  Price,  Waterhouse  & Co.,  the  Senate  modi- 
fied the  overall  House  version  of  policy  to  provide  a specific  listing  of  free 
and  subsidized  services  which  should  be  set  out  in  terms  of  their  total  loss,  as 
public  service  items  to  be  borne  from  the  general  funds  of  the  Treasury. 

The  conferees  on  Public  Law  85-426  last  year  were  of  the  opinion  that  these 
amounts  totaled  a minimum  of  $250  million  and  I am  still  of  that  opinion. 

The  President  of  the  United  States  has  requested  this  act;  the  Post  Office 
Department  has  repeatedly  testified  in  support  of  such  determinations,  and 
finally,  both  Houses  of  the  Congress  have  seen  fit  to  unanimously  adopt  a public 
policy  provision  in  one  of  its  laws.  I note  that  the  President,  in  his  message 
transmitting  the  1960  budget,  charged  that  the  concept  of  public  services  as 
defined  in  the  act  (Public  Law  85-426)  requires  excessive  costs  to  be  charged 
against  the  general  Treasury  revenues  and  that  this  situation  should  be  met 
by  amending  the  Postal  Policy  Act  of  1958.  In  the  same  document  the  Presi- 
dent transmitted  $172  million  as  being  the  value  of  public  services. 

Now  I am  sure  that  we  all  agree  that  the  way  to  correct  defective  legisla- 
tion, if  this  be  defective,  is  through  normal  legislative  processes  and  not  through 
an  appropriation  enactment.  Gentlemen.  I again  remind  you  that  this  law  was 
passed  unanimously  by  both  Houses  of  Congress.  Several  members  of  the 
House  Post  Office  and  Civil  Service  Committee  rose  on  the  floor  and  vigorously 
protested  the  action  of  the  House  Appropriations  Committee  in  its  attempt  to 
nullify  the  policy  section  of  the  1958  act.  I,  too,  believe  that  the  process  should 
be  through  normal  legislative  channels  and  not  through  the  back  door  of  the 
Appropriations  Committee. 

Before  concluding  I want  to  point  out  that  the  Post  Office  Department  bases 
its  charge  of  excessive  costs  on  the  premise  that  public  services  should  be  de- 
termined in  terms  of  loss  of  revenue  only,  and  not  the  total  cost  as  spelled  out 
in  our  public  law.  They  have  presented  this  concept  to  the  committee  several 
times,  but  it  is  a very  inadequate  and  weak  approach  to  this  problem  when  one 
locks  at  the  situation  realistically. 

First  of  all.  let  me  say  that  the  Kelly  law  which  was  passed  by  Congress  in 
1930  was  based  on  this  premise,  but  with  the  transfer  out  of  franked  and  penalty 
mail  and  airmail  subsidies,  and  with  the  mounting  costs  of  operation,  this  law  was 
no  longer  adequate.  On  this  basis,  the  Congress  repealed  the  Kellv  law  in 
the  1958  act. 

In  testimony  before  this  committee  last  summer  the  Department  showed  the 
total  loss  on  free-in-county  newspapers  as  amounting  to  $15  million,  whereas  the 
loss  based  on  rate  concessions  amounted  to  $861,000.  Now  gentlemen,  if  we  deter- 
mine that  the  cost  of  public  policy  is  rate  concessions,  or  approximately  $1 
million  in  the  case  of  free-in-county  newspapers,  who  then  will  be  called  upon  to 
pay  the  $14  million  difference,  representing  the  loss  after  allowance  for  rate 
concessions?  If  we  follow  the  Post  Office  Department’s  theory  of  a pay-as-you-go 
post  office,  then  the  charging  of  this  $14  million  to  users  of  the  mail  would  be  in 
direct  violation  of  section  103(c)  (3)  (A)  contained  in  the  act,  and  which  I have 
previously  quoted. 

This  same  ruling  applies  to  all  the  other  provisions  contained  in  the  postal 
policy  law  and  I appeal  to  you  not  to  set  aside  the  careful  and  exhaustive  work 
of  the  Senate  Post  Office  and  Civil  Service  Committee  in  the  manner  pursued 
by  the  House  of  Representatives. 

You  know,  of  course,  this  is  not  an  appropriation  of  money,  but  rather  an 
earmarking  of  the  deficit.  If  the  present  law  is  defective,  I shall  be  the  first 
one  to  call  for  its  review.  It  would  seem  to  me  that  the  statesmanlike  approach 
to  this  problem  would  be  for  the  Appropriations  Committee  to  fulfill  the  intent 
of  the  law  by  fixing  a price  tag  on  public  services. 

I thank  you  very  much. 


Public  Sebvice  Expenditures 

Senator  Carlson.  For  the  reason  that  our  committee  has  held  ex- 
tended hearings  on  this.  This  is  not  a new  matter  to  the  Senate  Post 
Office  and  Civil  Service  Committee.  There  is  an  argument  and  there 
always  will  be  an  argument  as  to  how  much  of  the  postal  operations 
is  public  service.  I think  everyone  must  agree  that  many  operations 
of  the  Post  Office  Department  cannot  be  self-sustaining  or  made  to  pay 
their  way. 
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Senator  Saltonstall.  Mr.  Chairman,  could  I ask  this  question? 

The  law  says : 

Under  subsection  (b)  of  section  104 — 

And  I won’t  read  it  all. 

There  is  hereby  authorized  to  be  appropriated  to  the  revenues  of  the  Post 
Oflice  Department. 

Then  spinning  a little  bit — 

An  amount  which  shall  be  deemed  to  be  attributable  to  the  public  services  as 
enumerated  under  subsection  (a)  of  this  section  equal  to  the  total  estimated 
expenditures  of  the  Post  Office  Department  for  such  public  services  as  deter- 
mined by  the  Congress  in  Appropriation  Act  passed  based  upon  the  budget  esti- 
mate submitted  to  the  Congress. 

BUDGET  ESTIMATE 

Senator  Robertson.  This  is  a budget  estimate,  and  not  merely  a 
postal  estimate. 

Senator  Johnston.  This  is  a budget  estimate.  The  Post  Office 
turned  it  over  to  them  and  they  submitted  that. 

Senator  Robertson.  This  comes  from  the  Bureau  of  the  Budget. 

Senator  Johnston.  Yes. 

Senator  Robertson.  The  statement  totals  $171,259,000. 

Senator  Carlson.  That  is  correct. 

Senator  Robertson.  It  has  come  from  the  Post  Office  Department 
through  the  Bureau  of  the  Budget. 

Senator  Carlson.  It  comes  through  the  Post  Office,  but  we  pass  it 
like  all  other  appropriations. 

Senator  Robertson.  The  Bureau  of  the  Budget  has  OK’d  the 
request. 

Senator  Carlson.  Yes. 

Senator  Ellender.  Has  that  been  put  in  the  record  ? 

Senator  Carlson.  If  not  I would  like  to  put  it  in. 

(The  information  referred  to  follows :) 

Excerpt  From  House  Document  No.  58,  Dated  February  11,  1959 

Post  Office  Department 
“payment  for  public  services 

“For  payment  into  the  postal  revenues  for  public  services,  in  accordance  with 
section  104  of  the  Postal  Policy  Act  of  1958  (72  Stat.  136,  137),  $171,259,000.” 

This  proposed  appropriation  is  to  provide  for  the  reimbursement  of  the  Post 
Office  Department  for  losses  resulting  from  the  transmission  of  matter  in  the 
mails  free  of  postage  or  at  reduced  rates  and  for  the  losses  incurred  in  performing 
certain  nonpostal  and  special  services,  such  as  custodial  and  related  services  in 
public  buildings,  and  registry,  collect-on-delivery,  and  special  delivery  services. 

PUBLIC  LAW  85-426 

I would  like  to  read  one  other  section  of  the  law  which  Senator 
Saltonstall  has  just  read,  Public  Law  85H:26,  approved  May  27,  1958. 
It  reads  in  section  3 here : 

(A)  The  sum  of  such  public  service  items,  as  determined  by  the  Congress, 
should  be  assumed  directly  by  the  Federal  Government  and  paid  directly  out 
of  the  general  funds  of  the  Treasury  and  should  not  constitute  direct  charges 
in  the  form  of  rates  and  fees  upon  any  user  or  class  of  users  of  such  public 
services,  or  of  the  mails  generally. 
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That  is  what  we  passed  last  year  and  for  that  reason  I wanted  the 
record  to  show  that  we  should  not  even  let  the  deficient  bill  go  by 
without  calling  attention  to  the  fact. 

Mr.  Chairman,  I again  state  that  I appreciate  your  kindness.  I did 
not  want  to  take  the  time  of  the  committee. 

Chairman  Hayden.  Thank  you. 

Senator  Robertson.  Mr.  Chairman,  I am  glad  to  have  that  list  of 
public  services  hi  there,  but  I want  you  to  look  at  the  very  first  item  on 
it.  As  a public  service  we  will  subsidize  newspapers  at  the  rate  of 
$63,367,000. 

Senator  Johnston.  You  have  already  done  that.  That  just  lets 
everybody  know  that  you  are  doing  it.  That  is  all  that  does.  You 
already  did  it.  It  tells  the  world  what  you  have  done. 

QUESTION  OF  PUBLIC  SERVICE 

Chairman  Hayden.  Could  I inquire  of  the  Post  Office  Committee? 
Does  the  legislative  committee  have  under  consideration  any  legislation 
which  will  require  the  newspapers  and  magazines  to  pay  this  $63 
million  ? 

Senator  Johnston.  Xo;  we  have  not.  This  is  revenue,  you  know, 

and  it  alwavs  comes  over  from  the  House. 

«/  

Chairman  Hayden.  I am  talking  about  if  it  shows  up  here  that  news- . 
papers  and  magazines  are  obtaining  a service  costing  the  taxpayer  $63 
million. 

Senator  Johnston.  This  is  nonprofit.  This  is  chucli  magazines. 
That  is  what  that  is.  That  is  church  magazines. 

Chairman  Hayden.  Whatever  it  is,  the  point  I am  getting  at  is  that 
there  is  some  place  in  this  total  amount  that  could  be  questioned  as  to 
whether  it  is  or  is  not  a public  service.  I think  this  committee  would 
appreciate  advice  from  the  Post  Office  Committee  as  to  whether  it  is  a 
public  service  or  not  and  whether  it  ought  to  be  free  or  not. 

Senator  Johnston.  You  have  passed  in  Congress  acts  giving  them 
this  particular  rate  because  of  certain  fields  they  are  in.  That  is  the 
law.  You  have  given  it  to  them  by  legislation. 

Chairman  Hayden.  I understand  the  acts  reported  out  by  your 
committee  that  would  modify  existing  law,  and  perhaps  these  exemp- 
tions woul dirt  be  as  great. 

INCLUSION  OF  ITEM  IN  POST  OFFICE  APPROPRIATION  BELL 

Senator  Robertson.  Mr.  Chairman,  as  chairman  of  the  subcom- 
mittee that  will  handle  the  regular  bill,  I can  assure  our  friends  from 
the  Post  Office  and  Civil  Service  Committee  that  they  will  have  a full 
opportunity  to  be  heard  on  the  inclusion  of  this  item  in  the  regular 
supply  bill. 

I think  they  will  agree  that  there  is  no  great  urgency  about,  it  being 
in  the  supplemental  bill,  just  so  they  get  it  in  a bill  at  this  session  of 
the  Congress,  and  that  hearings  will  certainly  delay  the  proceedings 
a long  time ; but  we  will  give  them  a full  opportunity  to  explain  what 
this  should  be  and  we  will  call  on  the  Post  Office  Department  to  ex- 
plain its  analysis  of  wliat  it  should  be. 

Then  I think  we  should  call  this  committee  of  the  U.S.  Chamber 
of  Commerce  that  came  up  with  a total  of  only  $70  million  and  ask 
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them  why  they  thought  it  should  be  so  much  less,  and  maybe  they 
would  want  to  cut  out  these  nonprofit  papers. 

I don’t  know,  but  it  will  be  interesting  to  find  the  difference  of 
opinion  there. 

Senator  Johnston.  I will  grant  you  that. 

Chairman  Hayden.  We  thank  you,  gentlemen. 

Senator  J oiinston.  I certainly  thank  you,  too. 

MUTUAL  SECURITY  PROGRAM 
Development  Loan  Fund 

STATEMENT  OF  HON.  DEMPSTER  McINTOSH,  MANAGING  DIRECTOR, 

DEVELOPMENT  LOAN  FUND;  ACCOMPANIED  BY  HART  PERRY, 

DEPUTY  MANAGING  DIRECTOR  FOR  LOAN  OPERATIONS,  DE- 
VELOPMENT LOAN  FUND;  AND  JOHN  E.  MURPHY,  ASSISTANT 

DEPUTY  DIRECTOR-CONTROLLER,  INTERNATIONAL  COOPERA- 
TION ADMINISTRATION— Resumed 

Loan  Commitments  to  European  Countries 

Chairman  Hayden.  We  will  resume  now  with  the  other  hearing. 

Senator  Ellender.  Mr.  Chairman,  when  the  committee  recessed  for 
lunch  we  had  started  on  the  loan  commitments  to  the  European  coun- 
tries and  the  one  for  the  Netherlands  for  $3  million  I believe  has  been 
sufficiently  discussed. 

I merely  wish  to  point  out  to  the  committee  that  the  Netherlands 
has  received  in  economic  grants  and  loans  through  June  30,  1959,  a 
total  of  $1,088,663,000.  The  other  countries  of  Europe  which  have 
applied  and  have  received  loans  are  Spain  and  Yugoslavia,  and  that 
I believe  constitutes,  Mr.  McIntosh,  all  of  the  countries  in  Europe 
which  have  been  awarded  loans  totaling  $53,100,000  ? 

Mr.  McIntosh.  Netherlands,  Spain  Yugoslavia,  and  Greece. 

Senator  Ellender.  Greece? 

Mr.  McIntosh.  We  classify  that  in  the  State  Department  as  in  the 
Near  East,  so  in  Europe  it  is  just  Netherlands,  Spain,  and  Yugo- 
slavia. 

Senator  Ellender.  That  is  what  I thought.  Greece,  as  well  as 
Turkey,  is  considered  in  the  Near  East? 

Mr.  McIntosh.  Yes. 

Senator  Ellender.  I wish  to  retiterate  that  the  development  loans 
to  the  Netherlands,  Spain,  and  Yugoslavia  aggregate  $53,100,000  and 
to  those  same  countries  we  have  already  made  available  for  military 
assistance  through  June  30,  1959,  a total  of  $2,039,653. 

In  grants  and  loans  through  the  same  period,  we  have  made  avail- 
able $1,920,307,000,  which  includes  loans  by  ICA  and  predecessor 
organizations  amounting  to  $268,498,484.  In  addition,  there  is  pro- 
posed for  fiscal  year  1960,  for  these  same  countries,  military  assistance 
of  $49,059,000,  and  economic  grant  assistance  of  $53,500,000.  As  I 
stated  this  morning,  many  of  these  loans  are  being  made  to  countries 
to  whom  we  have  given  in  the  past  until  it  hurts.  I cannot  place  these 
countries  in  the  same  category  as  the  countries  of  southeast  Asia  or  the 
Middle  East. 
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LOANS  TO  SPAIN 

These  countries  have  received  much  assistance  from  us  and  they  are 
still  on  the  receiving  end.  In  addition  to  the  Netherlands  loan  which 
has  already  been  thoroughly  discussed  there  is  a loan  to  Spain  for 
$7.7  million  to  be  used  for  irrigation  purposes. 

To  whom  is  that  made  ? 

Mr.  McIntosh.  That  is  made  to  the  Institute  Nacional  de  Coloni- 
zacion.  That  is  an  autonomous  Spanish  Government  agency.  The 
loan  will  be  used  for  the  importation  chiefly  of  the  earth  moving  and 
other  equipment  to  irrigate  a large  area  of  about  109,000  acres  so 
agricultural  products  can  be  grown. 

Senator  Ellender.  Mr.  McIntosh,  I see  that  this  project  is  located 
in  the  northern  part  of  Spain,  some  30  miles  from  the  city  of  Zaragoza 
and  that  the  rainfall  there  is  very  little.  In  fact,  it  amounts  to  10  to  12 
inches  per  year.  Have  you  satisfied  yourself  that  if  this  money  is 
granted  there  will  be  sufficient  water  to  irrigate  this  land  to  which  you 
have  just  referred  ? 

Mr.  McIntosh.  Yes,  we  have,  Senator.  Our  engineers  have 
checked  it.  It  has  been  recommended  by  the  Embassy  and  by  the  ICA 
mission,  and  all  the  technical  advice  we  have  received  indicates  that 
there  will  be  sufficient  water. 

Senator  Ellender.  Have  wells  been  drilled  in  order  to  determine 
whether  or  not  you  will  be  able  to  obtain  the  necessary  water? 

I am  skeptical  about  it. 

Mr.  McIntosh.  We  have,  Senator. 

RAILWAY  CONSTRUCTION  IN  SPAIN 

Senator  Ellender.  The  next  loan  is  for  $14,900,000  to  Spain  for 
railway  construction. 

Mr.  McIntosh.  That  is  right. 

Senator  Ellender.  Can  ICA  give  us  any  figures  on  what  we  have 
already  spent  to  rehabilitate  the  railroads  in  Spain  ? 

Mr.  Murphy.  I can’t  give  this  figure  here  this  afternoon  but  I 
certainly  can  insert  it  at  this  point  in  the  record  if  you  like. 

( The  information  referred  to  follows  :) 

Estimate  of  funds  spent  to  rehabilitate  railroads,  $26  million ; $15  million,  local 
currency  (dollar  equivalent)  (U.S.  owned)  ; $19,600,000,  counterpart  (country 
owned ) . 

REPAYMENT  OF  SPANISH  LOANS 

Senator  Ellender.  It  is  my  recollection  that  we  have  made  many 
grants  to  Spain  to  restore  her  railroads.  Yet,  we  are  now  going  to 
make  a loan  of  almost  $15  million  for  the  same  purpose.  How  is  this 
money  to  be  repaid  ? 

Mr.  McIntosh.  That  is  to  be  repaid  in  pesetas. 

Senator  Ellender.  Do  you  know  how  many  pesetas  we  now  have 
on  hand  ? 

Mr.  McIntosh.  Yes,  we  have  that  figure. 

Senator  Ellender.  I think  you  are  already  overloaded  wTith  them. 

U.S.-OWNED  PESETAS 

Mr.  Murphy.  U.S.-owned  pesetas  on  January  31,  1959,  valued  at 
$75,358,000.  Of  this  amount  over  $60  million,  $61  million,  is  for  loans 
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urnlm*  title  I of  Public  Law  480,  for  economic  development  in  Snaim 

Senator  Ellender.  Tn  other  words,  that  is  cash  resulting  from 
gra nts  we  have  made  in  the  past. 

Mr.  Mr  trt>tty.  It  is  the  process  of  sale  of  agricultural  surplus  prod- 
ucts under  Public  Law  ^80 

Senator  Ellender.  Public  Law  480  and  grant  assistance  too.  You 
have  an  accumulation  there,  j^s  I pointed  out  a moment  ago,  the 
economic  grants  that  we  have  p-iven  Snain  through  June  30  of  this 
year  amounts  to  almost  a half  billion  dollars. 

Mr.  Murutty.  This  entire  $75  million  worth  of  pesetas  all  accrued 
from  the  sale  of  surplus  agricultural  products,  Senator. 

Senator  Ellender.  Have  you  any  pesetas  from  the  economic  grant 
assistance  program,  aggregating  almost  a half  billion  dollars? 

Mr.  Murphy.  There  was  on  the  same  date,  Senator,  owned  by  the 
Spanish  Government  a total  of  $32,851,000  worth  of  pesetas  which 
are  almost  entirely  counterpart  generations  of  the  type  you  referred  to. 

Senator  Ellender.  Isn’t  it  from  those  funds  that  the  Spanish  Gov- 
ernment was  able  to  rebuild  a part  of  its  railroads  in  Snain  ? 

Mr.  Murphy.  Partly  from  those  and  partly  from  direct  dollar  im- 
ports of  railway  equipment. 

Senator  Ellender.  Of  course,  that  was  included  in  the  grants  to 
which  I have  just  referred. 

Mr.  Murphy.  Yes,  sir. 

Mr.  McIntosh.  In  addition  the  Exnort-Imnort  Bank  has  made  two 
loans  to  the  Spain  railway  totaling  $16,200,000. 

Senator  Ellender.  According  to  the  record  before  me,  $82,498,484 
has  already  been  loaned  to  Snain  by  ICA  and  predecessor  organiza- 
tions. Will  you  include  in  the  record  at  this  point  a breakdown  of 
this  amount? 

(The  information  referred  to  follows :) 

Breakdown  by  Organization  of  the  $82,498,484  Loan  to  Spain 

1.  E.C.A. — $62.498.484 — Public  Debt  Authority — Chanter  II.  title  I,  of  the 
General  Appropriation  Act  of  1951  and  section  III ('cl  (2)  of  the  Economic  Co- 
operation Act  of  1948,  as  amended.  ( Administered  by  Export-Import  Bank.) 

2.  I C.A. — 820  million — section  109  o^  Public  Law  778  approved  September  3, 
1954.  and  section  402  of  Public  Law  665  approved  August  26,  1954.  Foreim  our- 
renov  generated  throuffh  sale  of  surplus  agricultural  products.  (Administered 
by  Export-Import  Bank.) 

FINANCING  OF  PROJECT  WITH  SPANISH  PESETAS 

Senator  Dworshak.  Will  you  yield  at  that  point  ? 

Senator  Ellender.  Surely. 

Senator  Dworshak.  Why  can’t  Spain  use  some  of  those  accumu- 
lated pesetas  to  finance  that  particular  project? 

Mr.  McIntosh.  Those  counterpart  funds  that  they  have  on  hand 
are  being  used  for  many  projects.  They  can  only  be  used  with  our 
approval. 

Senator  Dworshak.  Wouldn’t  we  approve  the  use  of  that  to  finance 
this'  $15  million  proiect  ? 

Mr.  McIytosh.  They  are  all  committed  to  other  projects,  Senator. 

Senator  Dworshak.  Did  I understand  that  we  have  accumulated 
there  now  about  $75  million  worth  of  pesetas  under  the  control  of 
the  United  States  ? 
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Mr.  McIntosh.  That  is  right. 

Senator  Dworshak.  Why  don't  we  take  some  of  that  money  and 
finance  this  project? 

Mr.  McIntosh.  For  two  reasons.  One  is  that  those  funds  are 
already  obligated  or  committed  to  other  projects,  and  then  we  are 
financing  here  the  foreign  exchange  cost  of  imported  equipment  which 
the  Spanish  pesetas  will  not  take  care  of. 

Senator  Dworshak.  Can't  they  exchange  pesetas  to  pay  for  the 
equipment  they  need  ? 

Mr.  McIntosh.  To  import  foreign  material  the}-  need  dollars  or 
other  hard  currencies. 

Senator  Dworshak.  You  have  to  have  real  currency,  not  this  soft 
paper. 

Mr.  McIntosh.  That  is  right. 

Senator  Ellender.  May  I point  out  to  my  good  friend  from  Idaho 
that  in  addition  to  these  2 loans  Spain  has  applied  for  44  more  loans. 

Mr.  Dworshak.  Why  don't  they  just  include  those  in  a single 
package  ? 

Senator  Ellender.  It  is  confidential,  and  will  not  be  available  for 
dissemination  to  the  public  until  a letter  of  advice  has  been  issued. 
It  appears,  nevertheless,  that  there  will  be  no  end  to  our  giving,  even 
though  we  have  given  until  it  hurts. 

Senator  Dworshak.  Maybe  this  is  a painless  method. 

Senator  Ellender.  One  loan  is  $9,500,000,  another  is  $23  million, 
another  one  of  $14  million,  another  one  of  $17  million,  and  if  you 
add  all  of  them  my  guess  is  that  will  amount  to  almost  as  much  as 
we  have  alreadv  given  them  in  grants. 

Senator  Dworshak.  I said  this  is  maybe  a painless  method  instead 
of  one  that  hurts. 

GRANTS  AND  MILITARY  ASSISTANCE  TO  SPAIN 

Senator  Ellender.  May  I say  to  my  good  friend  that,  as  Mr.  Mc- 
Intosh pointed  out  a while  ago,  although  he  stated  that  he  made  no 
such  assertion,  that  notwithstanding  all  of  these  loans  that  are  being 
considered  by  this  bank  for  Spam,  a total  of  44,  in  addition  to  the 
two  already  signed,  Spain  is  receiving  a very  healthy  amount  of 
economic  grant  as  well  as  military  assistance.  In  other  words,  the 
pit  is  bottomless. 

Senator  Dworshak.  After  we  grub  this  nation  maybe  we  can  re- 
enforce this  foreign  aid  or  development  loan  program  so  that  the 
United  States  can  make  applications  for  loans  from  the  countries  who 
have  been  beneficiaries  of  our  largess  for  many  years. 

Senator  Ellender.  Senator  Dworshak,  as  both  you  and  I have 
suggested  in  the  past,  we  have  made  funds  available  to  the  countries 
of  Western  Europe,  France,  Italy,  England,  and  others,  until  it  hurts 
in  the  hope  that  these  same  countries  would  help  us  to  carry  this  load. 
Yet  they  are  not  helping.  These  countries,  as  well  as  other  European 
countries,  will  continue  to  depend  on  us  if  we  are  foolish  enough  to 
continue  providing  them  with  credits  and  other  assistance. 

TAX  REDUCTION  IN  THE  UNITED  KINGDOM 

Senator  Dworshak.  Didn’t  the  Senator  from  Louisiana  see  the 
press  announcement  a few  days  ago  stating  that  there  had  been  a most 
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favorable  uptrend  in  the  stock  market  from  London  because  it  had 
been  announced  that  there  would  be  a sizable  reduction  in  taxes  in 
the  United  Kingdom  ? 

Senator  Ellender.  Yes,  I saw  that,  and  it  is  just  simply  ridiculous. 
I don’t  know  why  there  isn’t  a march  on  Washington  by  the  taxpayers 
of  this  country.  We  give  lavishly  to  these  peoples,  and  they  reduce 
their  taxes  and  balance  their  budgets. 

May  I point  out,  Senator,  that  the  budget  of  Britain  is  not  a phony 
one,  as  the  one  presented  by  our  President.  It  is  a real  budget  and 
they  will  have  it  in  balance  while  at  the  same  time  cut  their  taxes. 
Nevertheless,  we  must  continue  being  charitable  with  borrowed  funds. 
Our  deficit  for  fiscal  year  1959  will  amount  to  $13  billion. 

Senator  Dworshak.  Possibly  we  can  finance  some  of  this  program 
by  using  I O U’s  that  we  have  in  the  Treasury.  Maybe  they  could 
replace  American  dollars  in  some  of  these  transactions. 

Would  that  be  feasible  ? 

LOANS  TO  YUGOSLAVIA 

Senator  Ellender.  They  wouldn’t  accept  that.  They  want  good 
old  dollars  even  though  they  be  borrowed  ones. 

The  next  loan  is  for  Yugoslavia.  This  morning  Senator  Kuchel 
advanced  questions  on  two  loans.  One  loan  is  for  $5  million  to 
purchase  deisel  locomotives  and  the  other  is  for  $22.5  million  to  build 
a new  fertilizer  plant. 

Mr.  McIntosh.  That  is  correct. 

Senator  Ellender.  Although  we  have  given  Yugoslavia  economic 
assistance  through  June  30,  1959,  of  $411,719,000,  and  quite  a huge 
sum  in  military  assistance,  it  is  also  going  to  be  given  economic  grant 
aid  in  fiscal  1960.  I am  sorry  I can’t  make  it  available  to  the  com- 
mittee at  this  time  because  the  amount  is  classified. 

PENDING  LOANS 

In  addition,  Yugoslavia  has  applied  for  20  more  loans  amounting 
to  a very  large  amount.  I presume  that  you  are  now  in  the  process 
of  considering  those.  I wish  you  remember  that  if  these  loans  are 
approved  they  won’t  be  paid  out  of  money  we  have  on  hand,  but  it 
will  be  from  money  we  must  borrow. 

Senator  Byrd.  Mr.  Chairman,  I wmnder  if  I can  ask  the  Senator 
from  Louisiana  a question  there. 

Is  there  a likelihood  that  we  may  be  forced  to  pay  more  for  the 
money  that  we  borrow  in  the  way  of  interest  than  we  can  expect  to 
receive  in  the  way  of  interest  on  the  loans,  taking  for  granted  that 
they  will  ever  be  paid  back  ? 

Senator  Ellender.  The  interest  on  these  loans,  I believe,  is  above 
what  the  current  rate  of  interest  in  this  country  is. 

Mr.  McIntosh.  On  our  loans  on  profit  earning  types  of  projects 
such  as  a fertilizer  plant  our  interest  rate  has  been  between  51/2  and 
5%  percent,  and  our  interest  rate  currently  on  all  such  loans  is 
exactly  that  of  the  Export-Import  Bank.  On  loans  for  economic 
overhead  types  of  projects,  such  a dams  and  ports,  our  present  interest 
rate  is  3 y2  percent. 

Senator  Ellender.  Which  is  about  what  is  being  paid  now  ? 
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Mr.  McIntosh.  Yes.  . 

Senator  Ellender.  Within  the  next  few  months  I won  t be  surprised 

if  it  keeps  on  going  up.  . . , 

Mr.  McIntosh.  I should  think  at  that  time  we  may  have  to  con- 
sider a possible  revision  in  that  interest  rate,  although  theie  aie  Sen- 
ators who  have  publicly  stated  that  they  feel  that  that  interest  rate 

is  too  high  and  it  should  be  2 percent. 

Senator  Byrd.  I think  some  of  our  most  recent  notes  are  financed 
at  about  4 percent,  isn’t  that  right,  as  of  last  month  ? 

Senator  Ellender.  Some  of  them.  We  will  now  discuss  the  loans 

made  to  countries  in  the  Near  East.  . 

Senator  Byrd.  Mr.  Chairman,  before  we  leave  Yugoslavia,  would 

the  Senator  yield  to  me  ? 

Senator  Ellender.  Oh,  certainly. 

YUGOSLAVIAN  RAILROAD  LOAN S 

Senator  Byrd.  I am  very  much  interested  in  the  things  that  you 
have  been  bringing  to  the  attention  of  the  committee  with  regard  to 
Yugoslavia,  and  I am  particularly  interested  in  the  appropriations 
that  we  are  being  asked  to  make  for  the  Development  Loan  Fund, 
which  continues  to  make  loans  to  some  of  these  other  countries  for 
the  construction  of  the  railroads  and  so  on. 

I am  thinking  particularly  right  now  of  railroads,  and  I would  like 
to  have  included  in  the  record,  Mr.  Chairman,  paragraphs  from  an 
article  which  was  published  in  the  Wall  Street  Journal  of  Monday, 
March  16,  1959,  captioned  “Freight  Car  Pinch.”  This  article  says 
that  there  is  a probability  of  the  worse  railroad  freight-car  shortage 
in  years  in  our  own  country  here — and  I quote  from  the  article: 
“The  U.S.  rail  freight-car  fleet  currently  is  in  the  worse  shape  in  years. 
The  number  of  usable  cars  today  stands  near  1,570,000 — down  some 
85,000  cars,  or  5 percent  from  just  a year  ago.” 

The  article  goes  on  to  say : “Part  of  the  decline  in  the  car  fleet  has 
occurred  because  railroads  are  not  buying  new  cars  as  fast  as  old  ones 
are  heading  for  the  scrap  heap.  In  1958  the  carriers  ordered  only 
17,546  new  cars,  just  a fraction  of  the  record  162,352  ordered  in  1955, 
while,  at  the  same  time,  some  41,000  cars  were  being  retired.” 

Mr.  Chairman,  I also  would  like  to  insert  in  the  record  some  infor- 
mation which  was  included  in  a statement  prepared  by  the  National 
Coal  Association  in  February  of  this  year  to  be  presented  to  the 
Director  of  the  Office  of  Civil  and  Defense  Mobilization.  In  that 
statement  the  National  Coal  Association  pointed  out  that  on  January  1, 
1959,  there  were  stored  in  class  I railroad  yards  54,494  hoppers  which 
required  major  and  extensive  repair  work. 

This  is  compared  with  a total  of  19,150  bad  order  hoppers  in  exist- 
ence on  January  1, 1957. 

We  are  told  here  that  the  average  age  of  the  locomotives  presently 
being  used  on  the  Bosanski  Novi  Knin  line  in  Yugoslavia  is  30  years. 

I am  reading  from  the  report  now  that  was  submitted  by  the  Na- 
tional Coal  Association.  It  says,  “In  1955  the  average  open-top  hop- 
per car  had  an  age  of  20  years  and  29  percent  of  the  open-top  hoppers 
were  more  than  30  years  old.”  So  I think  we  compare  rather  well. 

Mr.  McIntosh.  I would  call  to  the  attention  of  the  Senator  that 
the  comment  in  our  book  relates  to  locomotives  not  hopper  cars. 
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Sena t or  Byrd.  Y es,  I understand  that.  I think  our  record  will  show 
that.  I think  it  is  important  that  I point  out  these  facts  in  order  that 
the  record  may  show  the  condition  of  the  rail  industry  in  our  own 
country. 

I think  it  cannot  be  argued  that  this  condition  has  not  been  at  least 
partially  brought  about  by  the  fact  that  our  railroads  have  just  simply 
not  been  able  to  finance  the  repairs  and  the  replacement  of  the  rolling 
stock,  locomotives,  open-top  hoppers,  and  so  on. 

They  cannot  afford  to  maintain  indefinitely  coal  cars  and  locomo- 
tives and  other  railroad  facilities  in  such  a manner  as  will  enable  us 
to  meet  the  transportation  requirements  of  a possible  future  emergency. 
This  is  not  the  only  industry  that  is  suffering  in  our  own  country. 
The  coal  industry  is  a sick  industry.  I would  like  to  insert  in  the 
record,  Mr.  Chairman,  a table  showing  the  net  income  and  the  Federal 
income  taxes  of  corporations  engaged  in  bituminous  coal  mining  as 
shown  by  income  tax  returns  from  the  year  1917  through  the  year  1953. 

Chairman  Hayden.  That  may  be  done. 

(The  information  referred  to  follows :) 


Net  income  and  Federal  income  taxes  of  corporations  engaged  in  bituminous  coal 

mining  as  shown  by  income  tax  returns 


[Money  figures  in  thousands] 


Year 

Number 
of  returns 

Number 
reporting 
net  in- 
come 

Number 
reporting 
no  net 
income 

Net  in- 
come of 
compa- 
nies show- 
ing in- 
come 

Deficit 
of  com- 
panies 
showing 
loss 

Net 
income 
or  loss 

Federal 

taxes 

Profit  or 
loss  (— ) 
after 
Federal 
taxes 

1917 

1,234 

1, 149 

85 

$204,  564 

$646 

$203, 918 

$70, 962 

$132, 956 

1918 

1,234 

1,106 

128 

150, 095 

1,248 

148,  847 

65,  764 

83, 083 

1919 - 

1,234 

817 

417 

72,  203 

9,  943 

62,  260 

12, 934 

49. 326 

1920- 

1,234 

1, 152 

82 

251, 026 

1,658 

249, 368 

76,  224 

173, 144 

1921 

1,234 

503 

731 

59, 164 

30,  275 

28,  889 

10,  559 

18, 330 

1925 

3,650 

1,065 

2,585 

40,  463 

62,  826 

-22, 363 

4,517 

-26,880 

1928.--- - 

2.  705 

863 

1,842 

33,  477 

57,  985 

-24,  508 

3,  442 

-27,  950 

1929 

2,  469 

934 

1,535 

40, 069 

51,  891 

-11,822 

4,000 

-15,  822 

1930 

2,  239 

781 

1,458 

25, 077 

67, 148 

-42,  071 

2,  637 

-44,  708 

1931-- 

2, 095 

582 

1,  513 

9, 957 

57,  702 

-47,  745 

1,039 

-47.  784 

1932 

1,864 

289 

1,575 

5,  956 

57, 123 

-51, 167 

777 

-51,  944 

1933 

1,851 

396 

1,  455 

7,243 

54,  792 

-47,  549 

1,029 

—48,  578 

1934 

2,017 

660 

1,357 

23,  634 

31,218 

-7,  584 

3!  308 

-10,892 

1935 

1,  975 

591 

1,384 

19,566 

35, 142 

-15,576 

2,  750 

-18. 326 

1936 

1,945 

590 

1, 305 

25, 183 

28,  493 

-3,310 

3,214 

-6,  524 

1937 

1,  815 

539 

1,276 

22,  289 

23, 066 

-777 

3,208 

-3,  985 

1938 

1,887 

363 

1,  F 24 

$11, 112 

$37,  779 

— $26,  667 

$1,  661 

— $28, 328 

1939 

1,820 

505 

1,315 

18,  2*7 

24,425 

-6, 168 

2,  844 

-9,012 

19  0 

1, 7'6 

676 

1,  080 

30, 013 

15,  617 

14, 396 

6,  593 

7,  803 

1941 

1,722 

8"9 

863 

56,  831 

14, 180 

42,  651 

19,  065 

23.  586 

1942 

1,737 

906 

831 

77, 042 

9, 127 

67,  915 

33,  790 

34, 125 

1943 

1,623 

975 

648 

103,  lc3 

6,  996 

96, 157 

49,  244 

46,913 

1944 

1,  584 

932 

6 "2 

101, 000 

8,  263 

92,  737 

48,  926 

43,811 

1945 

1,544 

915 

629 

81,412 

10, 119 

71,  293 

3r,  613 

35,680 

1946 

1,640 

1,013 

627 

89,  5C3 

9,016 

80,  537 

29,  975 

50,  562 

1947 

1,837 

1,371 

466 

264, 751 

6, 093 

2"8,6'8 

99,  224 

168, 434 

1948 

2, 163 

1,434 

729 

318,  597 

8,  971 

309,  626 

113.038 

196,588 

1949 

2,  070 

1,033 

1,037 

122,  803 

25, 480 

97,  323 

43,  038 

54,  285 

19'0 

1,988 

1, 104 

884 

180,  3 ‘0 

17, 162 

163, 188 

69, 423 

93,  765 

19"1 

1,  813 

912 

901 

139, 464 

25,  769 

113,  695 

57, 096 

56,  r99 

19  "2 

1,  665 

789 

876 

88,  263 

19,  069 

69, 194 

35,713 

33, 481 

1933 

1,572 

632 

940 

72,  747 

31, 192 

41,  555 

28, 825 

12,  730 

Source:  National  Coal  Association,  which  assembled  data  from  “Statistics  of  Income,"  pt.  2,  U.S.  Bureau 
of  Internal  Revenue. 
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Senator  Byrd.  Mr.  Chairman,  I want  the  record  to  show  that  in 
1953.  1.572  corporations  engaged  in  bituminous  coal  mining  earned 
an  average  profit  after  Federal  taxes  of  a little  less  than  3%  cents 
per  ton  on  the  350  million  tons  of  coal  which  they  produced. 

The  record  should  also  show  this  industry's  earnings  viewed  from 
another  angle.  It  was  found  that  the  value  of  f.o.b.  mines  of  the 
total  production  of  bituminous  coal  in  1953  was  on  the  order  of 
$22217  million  from  which  the  incorporated  producers,  who  acted  for 
SO  percent  of  the  production,  realized  a profit  after  Federal  taxes 
of  less  than  $13  million  or  a calculated  net  profit  of  less  than  three- 
fourths  of  1 percent  on  the  gross  value  of  the  coal  produced. 

I ask  that  this  table  be  included  in  the  record  in  order,  Mr.  Chair- 
man. that  we  might  have  information  showing  the  disabled  condition 
of  the  coal  industry  in  the  face  of  decrea-sing  revenues  and  profits, 
and  showing  the  condition  of  our  own  railroads  in  this  country  in 
the  face  of  declining  revenues  and  profits,  while  at  the  same  time 
we  are  making  loans  to  other  countries  to  improve  their  railroad 
systems  and  to  purchase  and  replace  rolling  stock,  locomotives,  and 
so  on.  In  more  than  one  instance  we  are  making  loans  to  a coun- 
try that  we  can’t  count  on  when  the  chips  are  down. 

PAST  DUE  LEND-LEASE  AND  SURPLUS  PROPERTY  AGREEMENTS 

Mr.  Chairman.  I also  would  like  to  include  in  the  record  a table 
prepared  by  the  Bureau  of  Accounts  giving  a summary  of  amounts 
billed,  collected,  and  balances  due  the  United  States  under  lend-lease 
and  surplus  property  agreements,  classified  as  to  past  due,  due  this 
year,  and  to  be  paid  over  a period  of  years.  This  is  as  of  Decem- 
ber 31, 1958.  It  provides  good  background  material  to  be  kept  in  mind 
while  we  are  considering  the  appropriation  of  more  money  to  be 
loaned  to  other  countries. 

I call  particular  attention  to  the  fact  that  China,  having  been  billed 
with  $90,759,053.83,  has  a balance  due  of  $78,281, 380.42,  with  $45,- 
280.253.45  past  due. 

I also  want  to  point  out  for  those  who  may  read  the  record  later 
that  India,  a country  to  which  we  are  expecting  to  extend  further 
loans  for  the  improvement  of  her  railroad  system,  I suppose,  was 
billed  with  an  amount  of  $200,606,711.25.  The  table  shows  that  there 
is  a balance  due  of  $33,369,521.92,  and  that  $4,299,005.50  is  past 
due. 

The  record  should  also  show  that  under  the  final  agreement  with 
the  countries  that  are  listed  in  this  table  part  of  the  cost  of  lend- 
lease  articles  was  considered  as  being  part  of  the  common  military 
effort  and  was  written  off. 

In  most  cases  the  amount  payable  for  which  we  make  the  billing 
was  determined  by  a final  agreement  with  the  foreign  governments. 

I thank  the  Senator. 

Chairman  Hayden.  That  may  be  done. 

( The  information  referred  to  follows :) 
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Near  East 

Senator  Ellender.  In  the  Near  East,  there  are  included  the  coun- 
tries of  Greece,  Iran,  Israel,  Jordan,  and  Turkey. 

I wish  to  state  that  to  these  countries  we  have  already  give  mili- 
tary assistance  through  June  30,  1959,  of  $2,714,606,000,  and  $2,331,- 
898,000  of  economic  assistance.  Included  in  economic  assistance  are 
loans  which  have  been  made  by  ICA  and  predecessor  organizations 
amounting  to  $295,006,686  through  December  31, 1958. 

In  addition  these  same  countries  are  listed  to  receive  during  the 
next  fiscal  year  military  assistance  totaling  $345,991,000  and  economic 
assistance  of  $212  million. 

Mr.  McIntosh,  in  evaluating  these  loans  and  in  assuring  yourself 
that  they  are  good,  do  you  take  into  consideration  the  amount  that 
these  governments  owe,  and  the  amount  of  counterpart  funds  we  have 
there  ? 

Mr.  McIntosh.  Yes,  we  do,  Senator.  Our  procedure  when  we  sub- 
mit a loan  application  to  that  Board  of  Directors  for  their  considera- 
tion, among  the  other  data  on  the  papers  we  are  required  to  show  what 
local  currency  of  that  country  our  Treasury  holds. 

Senator  Ellender.  And  the  debts  they  owe  also  ? 

Mr.  McIntosh.  Yes;  we  attach  among  the  papers  a statement  of 
that. 

Senator  Ellender.  The  revenues  that  they  take  in  ? 

Mr.  McIntosh.  Yes.  In  connection  with  Turkey,  a country  to 
which  we  have  certainly  given  a very  large  amount  of  aid,  don’t  you 
feel  that  the  continued  support  of  Turkey  so  that  they  can  continue 
to  maintain  one  of  the  largest  armies  in  the  world  is  in  the  interest 
of  our  own  safety  ? 

Senator  Ellender.  Yes. 


LOANS  TO  TURKEY 

Mr.  McIntosh.  That  is  the  reason  why  we  have  given  Turkey  this 
military  and  economic  grant  assistance. 

Senator  Ellender.  You  do  not  want  to  lavish  it  as  you  have, 
though. 

Mr.  McIntosh.  Not  in  the  Development  Loan  Fund. 

Senator  Ellender.  There  are  three  loans  for  Turkey  amounting  to 
$17  million,  notwithstanding  the  fact  that  Turkey  is  scheduled  to 
receive  through  June  30,  1959  in  economic  aid  totaling  $683,734,000 
which  includes  outstanding  loans  amounting  to  $155,006,000.  I wish 
I could  give  the  figures  for  economic  grant  and  military  assistance  for 
fiscal  year  1960,  but  I cannot. 

The  same  question  you  propounded  to  me  has  been  asked  for  the 
past  12  years. 

Mr.  McIntosh.  I asked  that  question,  Senator,  since  in  my  opinion 
Turkey  is  a country  where  our  aid  has  paid  off.  That  is,  Turkey  is 
firmly  on  our  side. 

Senator  Ellender.  Turkey  would  do  it  anyhow.  I do  not  know 
what  kind  of  an  army  they  would  have,  but  Turkey  has  been  the  only 
country  to  really  show  its  teeth  to  the  Russians.  You  know  that. 
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Mr.  McIntosh.  But  they  would  not  be  able  to  do  it  without  our  aid. 

Senator  Ellender.  Of  course,  not  to  the  same  extent.  But  they 
did  in  the  past  without  our  aid.  The  assistance  we  have  furnished 
Greece  and  Turkey  in  the  past  has  paid  off. 

My  dear  sir,  I was  in  Athens  2 years  ago  and  when  you  go  to  Athens 
you  might  think  you  are  in  New  York  City.  I have  never  seen  such 
improvement.  I would  say  that  Greece  is  able  to  carry  more  than 
you  are  now  permitting  her  to  carry.  As  long  as  this  country  insists 
Greece  and  Turkey  and  others  will  accept  our  aid. 

LOAN  TO  GREECE 

I notice  that  for  Greece  you  have  a $12  million  loan  for  a fertilizer 
plant.  Is  that  correct  ? 

Mr.  McIntosh.  That  is  correct. 

Senator  Ellender.  That  is  to  the  Government  of  Greece  ? 

Mr.  McIntosh.  That  is  to  the  government.  We  tried  very  hard 
to  get  private  enterprise  to  take  over  the  operation  of  that  plant  but 
without  success.  We  tried  to  interest  several  large  American  com- 
panies in  the  project. 

Senator  Ellender.  I notice  that  you  also  are  considering,  aside  from 
this  loan,  two  other  loans  to  Greece  ? 

Mr.  McIntosh.  We  have  a number  of  applications  on  hand. 

Senator  Ellender.  Yes,  I know  that.  I am  just  reading  two  of 
them  which  are  quite  large.  But  what  I want  to  point  out,  Mr. 
McIntosh 

Mr.  McIntosh.  We  have  taken  no  action  on  any  of  those  applica- 
tions, Senator. 

Senator  Ellender.  I understand,  but  you  might. 

Mr.  McIntosh.  Yes. 

Senator  Ellender.  That  is  why  I am  concerned.  I want  this  pro- 
gram to  go  a little  slower  so  you  can  study  it  more.  If  we  give  you 
all  the  money  you  want  you  are  not  going  to  study  as  long  and  as 
hard  as  you  should. 

LOANS  TO  IRAN 

What  is  the  loan  for  $47,500,000  for  plan  organization  projects  in 
Iran? 

Mr.  McIntosh.  In  Iran  they  have  a government  organization 
called  the  plan  organization  which  handles  the  economic  develop- 
ment of  the  country. 

Senator  Ellender.  Yes. 

Mr.  McIntosh.  And  that  is  the  organization  to  which  the  World 
Bank  has  made  loans  and  to  which  the  Development  Loan  Fund  has 
also  loaned. 

Senator  Ellender.  We  have  already  made  $65  million  of  loans  to 
Iran.  . In  addition,  I would  like  to  point  out  that  Iran  is  a country 
very  rich  in  oil  resources.  Further,  we  have  already  given  them  $318,- 
227,000  in  economic  aid  plus,  and  a huge  sum  in  military  aid,  and 
they  are  in  for  a quite  a healthy  sum  of  economic  and  military  aid 
for  fiscal  year  1960. 
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I would  also  like  to  point  out,  Mr.  McIntosh,  that  the  rich  people 
in  Iran  who  earn  three  or  four  times  more  than  I earn  pay  only 
about  6 percent  to  10  percent  in  income  taxes.  If  the  Government  of 
Iran  forced  these  people  to  pay  the  taxes  as  we  do  in  this  country, 
it  would  not  be  necessary  to  help  them  to  the  extent  that  we  do.  They 
are  going  to  keep  on  dragging  their  feet  so  long  as  you  will  not  insist 
that  they  increase  their  taxes  and  make  their  people  pay  as  we  do. 

TAX  SITUATION  IN  TURKEY 

The  same  thing  goes  for  Turkey.  As  I remember,  taxes  in  Turkey 
on  certain  businesses  cannot  exceed  33 ys  percent.  And  I might  add 
that  you  must  be  in  the  mighty  high  bracket  to  pay  as  much  as  this 
amount.  They  depend  mostly  on  import  and  export  taxes  and  of 
course  the  sales  taxes  which  are  paid  by  everyone  in  the  country. 

Senator  Dworshak.  Will  the  Senator  yield  at  this  point? 

Mr.  McIntosh.  I share  your  point  of  view,  Senator. 

Senator  Ellendfr.  What  is  that  ? 

Mr.  McIntosh.  I share  your  point  of  view. 

Senator  Ellender.  If  you  share  my  point  of  view  then  why  isn’t 
something  done  to  reduce  our  aid  ? 

Mr.  McIntosh.  But  nevertheless,  Senator,  are  you  in  favor  of  dis- 
continuing all  aid  to  Turkey  ? 

Senator  Ellender.  No,  sir;  not  by  any  means.  I would  have  done 
it  3 or  4 years  ago,  gradually.  If  my  proposals  had  been  followed  in 
1956,  you  would  be  out  of  this  by  now.  But,  no,  your  gullible  bureau- 
crats abroad  who  make  up  the  budgets  for  these  people  keep  us  in  the 
business  of  foreign  aid. 

If  they  told  the  people,  “We  are  not  going  to  advance  you  thus  and 
so  unless  you  do  change  your  tax  rates,”  we  might  get  something  out 
of  them,  but  of  course  that  is  not  the  case. 

Why  in  Western  Europe  we  revitalized  the  industries  in  order  to 
have  those  people  help  us.  But  in  the  entire  world  it  is  the  United 
States  who  is  the  one  carrying  the  burden  together  with  the  people  of 
the  host  country. 

Mr.  McIntosh.  I would  like  to  mention  in  that  connection,  Senator, 
Germany,  the  United  Kingdom,  Japan,  and  Canada  are  helping  us 
carry  some  of  the  burden. 

Senator  Ellender.  Yes ; through  loans,  no  grants. 

CANADIAN  GRANTS  UNDER  COLOMBO  PLAN 

Mr.  McIntosh.  In  the  case  of  Canada,  they  are  making  grants  under 
the  Colombo  plan. 

Senator  Ellender.  Has  that  been  for  the  past  6 months? 

Mr.  McIntosh.  Past  few  years. 

Senator  Ellender.  The  Colombo  plan  is  not  in  this  area.  That  is 
in  southeast  Asia,  SEATO. 

Mr.  McIntosh.  That  is  true. 

Senator  Ellender.  I am  talking  about  this  particular  area.  I am 
familiar  with  what  Canada  is  doing  and  what  Australia  is  doing  in 
southeast  Asia. 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  195  9 743 

Mr.  McIntosh.  Yes. 

Senator  Ellender.  But  it  is  just  a pittance.  They  could  do  more 
if  they  tried  to,  particularly  Canada. 

Mr.  McIntosh.  I would  like  to  mention  also  that  our  loan  to  Iran 
is  repayable  in  dollars. 

Senator  Ellender.  Oh,  yes.  I know.  With  all  they  owe  and  all 
we  have  given  them  already,  I do  not  know  how  successful  you  will  be 
in  collecting.  I hope  we  collect  it.  But  remember  those  who  pro- 
posed this  loan  fund  took  the  position,  “You  let  us  have  the  money  and 
we  will  reduce  the  grants.”  But  that  is  not  happening,  sir. 

Mr.  Murphy.  May  I at  this  point,  Senator,  comment  on  that  last 
remark  ? 

Senator  Ellender.  I wish  you  would,  because  you  will  be  before  us 
and  I will  have  a chance  to  question  you,  Mr.  Murphy.  You  are  smart 
and  keen,  but  you  do  not  go  out  yourself  and  make  the  investigations 
as  I have. 

Mr.  Murphy.  I do  go  out  there  to  the  field,  Senator.  Every  year  I 
go  out  often,  but  I know 

Senator  Ellender.  I am  glad  you  do. 

Mr.  Murphy.  I will  have  an  opportunity  to  discuss  this  at  greater 
length  for  you. 

As  a point  for  the  record  right  here,  the  statement  has  been  made 
that  grants  have  not  been  reduced,  I would  like  to 

Senator  Ellender.  They  are  being  reduced,  sure. 

Mr.  Murphy.  Defense  support  used  to  run  a billion  and  a quarter  a 
year.  This  year’s  request  is  only  $835  million.  There  is  a $400  million 
drop  in  that  one  item,  Senator. 

FOREIGN  AID  REQUEST  ~ 

Senator  Ellender.  The  amount  the  President  is  asking  today  for 
foreign  aid  is  much  more  than  last  year. 

Mr.  Murphy.  No,  sir.  The  President’s  request  for  foreign  aid  for 
1960  is  in  fact  lower  than  his  request  for  foreign  aid  for  1959. 
And  it 

Senator  Ellender.  You  know  why  that  is,  do  you  not?  Public 
Law  480  is  having  some  effect. 

Mr.  Murphy.  We  had  Public  Law  480  in  1949,  too,  Senator. 

Senator  Ellender.  I have  been  after  this  aid  program  for  the  past 
7 or  8 years  trying  to  taper  it  off.  We  ought  to  make  it  strictly  loans 
as  was  contemplated  in  the  early  part  of  the  program. 

Mr.  Murphy.  Senator,  no  one  would  be  happier  than  I as  a tax- 
payer if  I thought  we  could  get  out  of  this  except  for  loans.  But  it  is 
just  plain  too  much  to  expect  to  ever  think  we  are  going  to  be  able 
to  lend  money  to  Korea,  Taiwan,  Vietnam,  Turkey,  Greece,  to  maintain 
armies,  because  they  are  not  things  you  lend  money  for  and  expect  to 
get  paid  back.  These  are  things  that  if  you  want  you  have  to  expect  to 
pay  for.  These  countries  are  all  making  tremendous  efforts  themselves 
and  we  are  helping  them.  So  at  least  they  do  not  slip  back. 
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SOUTH  KOREAN  AND  FORMOSAN  ECONOMIES 

Senator  Ellender.  These  countries  have  never  been  better  off  than 
they  are  now,  and  that  includes  South  Korea  and  Formosa. 

Mr.  Murphy.  South  Korea  has  made  marvelous  strides. 

Senator  Ellender.  F ormosa  is  way  up. 

Mr.  Murphy.  Wonderful.  But  they  are  still  maintaining  tre- 
mendous armies,  Senator.  Until  such  a day  comes— — 

Senator  Ellender.  They  maintain  them  because  we  furnish  the 
money. 

Mr.  Murphy.  Part  of  the  money. 

Senator  Ellender.  We  also  have  forces  there. 

Mr.  McIntosh.  Do  you  not  think,  Senator,  it  is  a very  good  thing 
that  conditions  are  better  in  those  countries  today?  I am  very 
pleased  about  that  myself. 

Senator  Ellender.  But  you  are  still  giving  them  plenty  of  money. 

Mr.  McIntosh.  They  still  need  economic  assistance. 

Mr.  Murphy.  We  would  probably  have  to  give  more  if  they  had 
not  so  improved. 

Senator  Ellender.  Sure.  You  get  the  information.  What  about 
Taiwan  ? 

Mr.  Murphy.  In  that  particular  case,  Senator,  we  had  a little  bit 
of  excitement  over  there  a short  time  ago  and  our  aid  program  made 
it  possible  for  them  to  stand  up  to  that  excitement  themselves. 

Senator  Dworshak.  Mr.  Chairman 

Senator  Ellender.  Y ou  know  better  than  that,  Mr.  Murphy. 

COST  OF  DEFENSE  EFFORTS  IN  QUEMOY 

Senator  Dworshak.  I would  like  to  interpose  at  this  point.  I was 
getting  ready  to  ask  you  that.  Yes,  we  had  a little  excitement,  in 
Quemoy.  Recently  the  Defense  Department  said  it  cost  us  $90 
million. 

Does  any  clerk  know  that  ? 

We  spent  $90  million  in  a short  time  to  bulwark  their  defense  efforts. 

If  they  had  built  up  this  military  resistance  then  why  was  it  neces- 
sary for  us  to  dump  $90  million  in  additional  ships  and  manpower 
and  everything  else  to  back  them  up  in  this  one  instance? 

Mr.  Murphy.  How  much,  Senator,  do  you  suppose  it  would  cost 
us  if  we  had  not  built  them  up  the  way  we  had  ? 

Senator  Dworshak.  It  was  only  the  fact  that  President  Eisenhower 
served  notice  upon  Red  China  that  an  attack  on  Taiwan  would  be 
construed  as  an  attack  against  the  free  nations  of  the  world  and  that 
we  would  be  ready  to  defend  them.  You  know  and  I know  that  the 
pitiful  military  forces  and  the  economic  forces  in  Taiwan  would  not 
last  5 minutes  against  Red  China.  Do  you  know  that? 

Mr.  Murphy.  In  a major  war 

Senator  Dworshak.  Do  not  tell  us  that  kind  of  stuff.  Let  the  record 
speak  for  itself.  Did  we,  or  did  we  not,  spend  $90  million  there? 

Mr.  Murphy.  I do  not  know  the  exact  figure,  Senator. 

It  was  a substantial  amount.  However,  it  is  a lot  less  than 
would  be  required 

Senator  Ellender.  The  same  argument  you  are  now  raising  has 
been  advanced  for  they  past  13  years. 
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Mr.  Murphy.  The  world  situation  hasn’t  changed  much  in  13  years, 
Senator. 

Senator  Ellender.  It  should  have. 

Mr.  Murphy.  We  all  would  have  liked  it  to. 

Senator  Ellender.  It  is  getting  worse. 

Mr.  Murphy.  We  all  would  like  it  to  change  for  the  better,  I am  sure. 

Senator  Ellender.  Mr.  Chairman,  I am  sorry  about  this  argument, 
but  sometimes  we  have  to  puff  a little. 

Chairman  Hayden.  We  have  another  hour  to  go.  Do  you  think 
you  can  finish  up  in  an  hour? 

Senator  Dworshak.  Would  you  yield?  I want  to  ask  a question? 

Senator  Ellender.  Sure. 

IMPACT  OF  INFLATION  ON  PROGRAM  IN  TURKEY,  IRAN,  AND  GREECE 

Senator  Dworshak.  I have  been  disturbed  by  reports  during  the 
past  4 or  5 years  that  inflation  has  been  vitally  affecting  the  progress 
in  Turkey,  Iran,  and  in  Greece.  I have  not  been  in  Turkey  and  Iran. 
I do  not  know  whether  those  charges  are  correct.  But  has  there  been 
inflation  which  has  diluted  their  economic  efforts  toward  recovery 
and  has  minimized  the  effectiveness  of  our  aid  during  the  past  few 
years?  If  you  know  the  answer  to  that. 

Mr.  McIntosh.  I have  been  in  all  those  countries  in  the  last  few 
months,  in  Greece,  Turkey,  Taiwan,  and  Korea.  There  is  some  infla- 
tion. There  is  inflation  in  every  country  on  earth  as  far  as  I know, 
including  the  United  States. 

Senator  Dworshak.  The  charge  is  made  that  dumping  of  all  the 
dollars  over  there  has  extenuated  their  economy  far  beyond  a normal 
level  and  as  a result  there  has  been  inflation  which  has  been  actually 
retarding  their  recovery  rather  than  enhancing  it  and  increasing  it. 

Mr.  McIntosh.  I don’t  think  so.  I don’t  think  the  inflation  is  due 
just  to  our  aid.  There  is  inflation  in  every  country  of  the  world. 

Senator  Dworshak.  We  are  talking  about  these  three,  please. 

Mr.  McIntosh.  Inflation  in  which  countries,  Senator? 

Senator  Dworshak.  Iran,  Turkey,  and  Greece.  Tell  us  about  Iran 
and  Turkey.  They  have  inflation? 

Mr.  McIntosh.  There  is  inflation  there  just  as  there  is  in  the  United 
States.  We  have  inflation  in  this  country. 

Senator  Dworshak.  Would  you  put  it  in  the  record  at  this  point 
what  their  exchange  rate  has  been  for  each  of  the  past  5 years,  so  we 
can  get  some  accurate  picture  without  your  coloring  or  my  coloring? 

Mr.  McIntosh.  We  will  be  glad  to  put  that  in  the  record. 

(The  information  referred  to  follows:) 


Exchange  rates — Greece,  Turkey,  Iran  1 


1954 

1955 

1956 

1957 

1958 

Greece  (drachmas  per  U.S.  dollar) 

30.0 

30.0 

30.  0 

30.  0 

30.  D 
75.0 

Iran  (rials  per  U.S.*  dollar)  2.  _ 

82. 0-78. 0 

75. 0 

75  0 

75.0 

Turkey  (liras  per  U.S.  dollar)  3 

2.80 

2.  80 

2.  80 

2. 80 

4. 90-9. 00 

1 International  Financial  Statistics,  IMF. 
* Buying  rate. 

3 Principal  export  rates. 
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ORGANIZATIONAL  PROJECTS  IN  IRAN 

Senator  Ellender.  In  the  case  of  Iran  you  say  that  there  are  plan 
organization  projects.  Is  that  loan  being  made  directly  to  the  Gov- 
ernment ? 

Mr.  McIntosh.  Yes,  sir. 

Senator  Ellender.  How  will  that  money  be  used  ? 

Mr.  McIntosh.  The  money  will  be  used  for  various  projects  as 
shown  in  our  }rellow  book  on  page  33. 

Senator  Ellender.  Yes. 

In  other  words,  you  will  finance  projects  which  are  an  integral 
part  of  Iran's  7-vear  development  program? 

Mr.  McIntosh.  That  is  correct. 

Senator  Ellender.  Agricultural  machinery,  silos,  municipal  devel- 
opment, Teheran  electric  network,  railroad  equipment,  and  roads. 

Mr.  McIntosh.  That  is  right,  yes,  sir ; and  other  equipment. 

LOANS  TO  ISRAEL 

Senator  Ellender.  Israel  is  in  for  two  loans  of  $5  million  and  $15 
million  respectively.  Even  though  we  have  already  given  to  Israel 
by  way  of  economic  grant  assistance  $298,025,000,  including  outstand- 
ing loans  of  $40  million. 

TRANS- JORDAN  ELECTRIC  POWER  PLAN 

In  Jordan,  there  is  a loan  to  the  Trans- Jordan  Electric  Power.  Is 
that  being  made  to  the  Government  of  Jordan  ? 

Mr.  McIntosh.  No,  to  the  Trans- Jordan  Electric  Power  Co. 

Senator  Ellender.  Is  that  the  Government? 

Mr.  McIntosh.  That  is  a privately  owned  concern.  I think  the 
Government  has  an  interest  in  it. 

Senator  Ellender.  Is  it  located  in  the  city  of  Amman  ? 

Mr.  McIntosh.  In  Amman. 

Senator  Ellender.  That  little  country  has  very  few  people.  We 
have  already  given  Jordan  $112,353,000  of  economic  grant  assistance 
and  a large  sum  of  military  aid. 

LOANS  TO  TURKEY 

Turkey,  which  we  have  already  discussed,  is  in  for  a loan  of  $10 
million  to  an  industrial  development  bank.  Will  you  explain  that 
loan  ? 

Mr.  McIntosh.  That  is  a local  development  bank  to  which  the 
World  Bank  has  made  loans  of  $18  million. 

Senator  Ellender.  Why  is  it  necessary  for  you  to  come  into  the 
picture? — 

Mr.  McIntosh.  Because  they  need  additional  foreign  capital  to 
make  loans  to  industries  in  Turkey.  That  is  instead  of  our  making 
loans  directly  to  small  industries,  we  are  making  a loan  to  the  develop- 
ment bank,  which,  in  turn,  will  loan  to  those  industries  in  Turkey. 

-Senator  Ellender.  Through  June  30,  1959,  we  gave  Turkey,  in 
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addition  to  over  $1  billion  of  military  aid,  $683,734,000  in  economic 
assistance  which  includes  $155,006,000  in  loans  made  by  ICA  and 
predecessor  organizations. 

Have  you  satisfied  yourselves  that  with  all  that  Turkey  owes  and  the 
inflation  that  exists  there  that  this  will  be  repayable  ? 

Mr.  McIntosh.  Yes : we  think  it  will  be. 

Senator  Ellexder.  I hope  you  are  right. 

SOURCE  OF  INFORMATION  ON  PROJECTS 

Mr.  McIntosh.  I would  like  to  be.  You  asked,  Senator,  before 
where  we  secured  the  information  on  the  projects.  I would  like  to 
stress  that  we  make  a great  effort  to  secure  complete  information,  and 
when  we  submit  a loan  application  to  our  Board  it  is  accompanied  by 
a briefing  statement  which  may  be  30  or  40  pages  in  length. 

There,  for  example,  is  some  of  the  data  which  accompanied  one  of 
our  loan  applications  from  Malaya. 

We  secure  that  information  from  the  borrower,  from  the  ICA.  from 
the  Export-Import  Bank,  from  the  World  Bank,  from  investigations 
of  our  own  staff  and  from  a great  many  sources. 

Senator  Ellexder.  In  addition  to  the  3 loans  that  have  already  been 
approved  for  Turkey,  I notice  that  there  are  40  more  loans  pending. 

Mr.  McIntosh.  Loan  applications. 

South  Asia 

Senator  Ellexder.  Xext  is  south  Asia. 

This  is  in  the  SEATO  area,  where  the  Colombo  plan  operates  and 
I think  Australia  is  well  able  to  assist  but  here  we  have  three  loans  to 
Ceylon  and  I imagine  that  there  are  quite  a few  applications.  To 
what  extent  are  the  British  making  loans  to  Ceylon : do  you  know  ? 

Mr.  McIntosh.  I do  not  know  offhand.  We  can  give  you  that 
information. 

(The  information  referred  to  follows  :) 

Grant  aid  to  Ceylon  under  the  Colombo  plan  during  1956-58  amounted  to 
$9.3  million.  In  1958  the  Canadian  Government  negotiated  a loan  to  Ceylon  for 
$2  million,  supplemented  by  a grant  of  8400,000,  to  cover  deliveries  of  flour.  The 
United  Kingdom  reportedly  offered  a loan  equivalent  to  87  million  for  develop- 
ment of  the  Colombo  telephone  system. 

GRANTS  TO  CETUON 

Senator  Ellexder.  We  have  already  made  grants  and  loans  to 
Ceylon  totaling  $9,845,000. 

I recall  when  I was  there  the  last  time  that  many  projects  were  to 
me  developed  through  grant  aid  and  covered  vast  amounts  of  land 
which  was  owned  by  large  landowners  and  leased  to  these  people. 
The  beneficiaries  of  our  grants  turned  out  to  be  the  large  landowners. 

Have  vou  looked  into  that  matter  to  see  if  it  has  been  corrected  ? 

c _ 

Mr.  McIntosh.  We  have  studied  that.  We  understand  that 
through  this  loan  land  will  be  made  available  for  about  23,000  addi- 
tional families. 
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Senator  Ellender.  That  must  be  in  the  northern  part  of  the  island. 

Mr.  McIntosh.  I believe  it  is. 

Senator  Ellender.  Because  it  is  in  the  southern  area,  the  most  fer- 
tile part,  where  the  large  landowners  are  located.  Does  your  justifica- 
tion show  where  it  is  going  to  be  used  ? 

Mr.  McIntosh.  Oh,  yes.  Not  in  here  but  we  have  it  in  the  data. 

Senator  Ellender.  Because  I am  particularly  interested  in  irriga- 
tion. 

Mr.  McIntosh.  We  have  details  here  of  where  all  the  land  is  and  if 
you  would  like  we  would  put  that  in  the  record.  Or  we  will  give  you 
a memorandum. 

Senator  Ellender.  I think  it  would  be  a good  idea  if  it  is  not  too 
long. 

I have  not  gone  into  details  about  the  loans  to  Israel  and  Jordan,  but 
I understand  the  loans  for  both  Jordan  and  to  Israel  have  been  made 
direct  to  the  Government  or  some  agency  of  the  Government. 

Mr.  McIntosh.  In  Jordan  the  loan  is  to  a private  company,  the 
Trans- Jordan  Electric  Power  Co. 

Senator  Ellender.  Oh,  yes,  we  just  covered  that.  That  is  in 
Amman. 

Mr.  McIntosh.  Yes. 

Senator  Ellender.  In  Israel,  as  I understand  it,  though,  it  was 
through  some  agency  in  Israel. 

LOAN  TO  ISRAEL  INDUSTRIAL  INSTITUTION 

Mr.  McIntosh.  In  Israel  we  have  made  several  loans.  We  made 
a loan  to  the  Israel  Industrial  Institution  which  is  a private  concern 
and  we  made  a loan  to  the  Government  of  Israel. 

Senator  Ellender.  What  is  the  industrial  institution  loan  of  $5 
million  to  be  used  for  ? 

Mr.  McIntosh.  It  is  a development  bank  which  will  make  credit 
available  for  industries. 

Senator  Ellender.  Are  you  familiar  with  the  cotton  mill  that  was 
being  constructed  in  Israel  ? 

Mr.  McIntosh.  No ; I am  not. 

Senator  Ellender.  You  are  not.  As  far  as  you  know,  are  any 
loans  being  made  for  that  purpose  ? 

Mr.  McIntosh.  No;  I am  sure  no  loan  is  being  made  to  that  enter- 
prise. On  our  loans  to  development  banks  we  require  that  the  bank 
have  our  approval  for  any  loans  they  make  over  a certain  amount. 

Senator  Ellender.  This  is  an  existingbank? 

Mr.  McIntosh.  This  is  an  existing  bank. 

Senator  Ellender.  Will  it  loan  to  the  incoming  refugees? 

Mr.  McIntosh.  To  small  industries  in  Israel. 

Senator  Ellender.  And  also  to  rehabilitate  the  refugees. 

Mr.  McIntosh.  Yes,  refugees  are  probably  eligible  for  loans,  just 
as  anyone  else.  The  loans  are  mostly  for  the  importation  of 
equipment. 

PURPOSE  OF  LOANS  TO  INDIA 

Senator  Ellender.  We  have  already  discussed  India  in  some  de- 
tail, however,  I notice  here  that  you  have  approved  seven  loans  for 
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India,  including  one  for  $40  million  for  her  railroads.  As  I recall, 
we  have  spent  much  by  way  of  grants  to  revitalize  her  railroads. 

Mr.  Murphy.  We  did  have  considerable  assistance  to  India  in  rail- 
roads. I do  not  recollect  it  was  all  grants  but  there  was  some  grant 
money,  yes. 

Senator  Ellender.  The  economic  aid  to  India  scheduled  through 
June  30,  1959  aggregate  $387,734,000,  which  includes  loans  of  $150 
million  made  by  ICA  and  predecessor  organizations.  Is  that  loan 
in  addition  to  the  one  Mr.  McIntosh  mentioned  this  morning? 

Mr.  Murphy.  Yes,  sir. 

Mr.  McIntosh.  Yes.  The  World  Bank  is  the  chief  source  of  fi- 
nance for  the  Indian  railroads.  They  have  been  making  loans  to  the 
Indian  railroads  for  years  and  will  probably  continue  that  in  the 
future. 

Senator  Ellender.  The  total  aggregate  of  development  loans  is  $175 
million,  is  that  correct  ? 

Mr.  McIntosh.  That  is  correct. 

LOANS  TO  PAKISTAN 

Senator  Ellender.  Pakistan  has  seven  loans,  aggregating  $70,200,* 
000.  So  that  for  these  three  countries  in  south  Asia  the  total  amount 
of  loans  will  amount  to  $248,450,000  and  for  those  countries  in  military 
assistance  we  have  already  provided  to  June  30 economic  assist- 

ance to  these  same  countries,  amounts  to  $754,651,000  as  of  June  30, 
1959. 

I wish  also  to  point  out  that  the  countries  are  in  for  fiscal  year  1960 

for  military  assistance  of  and  economic  assistance  of  $115,- 

550,000.  So  all  of  that  is  over  and  above  what  you  propose  to  do 
here. 

Mr.  McIntosh.  I would  like  to  emphasize  in  that  connection,  Sen- 
ator, that  our  loans  are  in  general  for  a different  purpose  than  much 
of  the  funds  that  you  have  spoken  of.  Our  loans  are  for  economic 
development. 

Senator  Ellender.  So  are  the  others. 

Mr.  McIntosh.  Some  of  the  funds  we  are  talking  about  now  will  be 
for  military  security. 

Senator  Ellender.  Not  loans.  We  give  the  other.  In  addition  to 
the  loans  that  you  already  OK’d  for  Pakistan  you  have  35  more  pend- 
ing, whose  aggregate  would  be  quite  a sum  if  I were  able  to  give  them 
out  for  publication. 

PENDING  LOAN  APPLICATIONS 

In  India  you  also  have  12  more  pending,  aside  from  the  ones  that 
you  have  already  approved. 

Mr.  McIntosh.  In  the  case  of  India  we  have  actually  signed  the 
loan  agreements. 

Senator  Ellender.  You  mean  for  the  $175  million  ? 

Mr.  McIntosh.  That  is  right. 

Senator  Ellender.  Mr.  Chairman,  I do  not  want  to  take  the  time 
of  the  committee  to  go  into  further  detail  on  all  of  these  loans.  How- 
ever, I would  like  to  point  out  that  in  practically  every  instance  they 
will  be  financing  the  same  projects  as  was  previously  financed  by  our 
grant  aid. 

Mr.  McIntosh.  But  the  amounts  of  the  grants  are  being  reduced. 
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Senator  Ellender.  Very  little.  You  know  that. 

Mi*.  Murphy.  Defense  support  has  come  down  $400  million  in  a few 
years. 

Senator  Ellender.  But  it  was  three-quarters  of  a million  dollars 
last  year,  wasn’t  it  ? 

Mr.  Murpiiy.  Yes,  sir;  it  is  still  substantial  but  it  is  coming  down  a 
very  substantial  percentage. 

Senator  Ellender.  It  took  us  quite  a few  years  to  do  that. 

Mr.  Murphy.  Yes,  sir. 

Senator  Ellender.  If  my  advice  had  been  followed  we  would  prob- 
ably be  out  of  this  by  now,  and  we  might  have  gotten  more  aid  from 
the  people  that  we  have  been  so  generous  with  in  Western  Europe, 
For  instance,  in  India  and  Pakistan,  the  British  certainly  should 
carry  more  of  the  burdens. 

Far  East 

Senator  Ellender.  Mr.  Chairman,  the  last  region  for  discussion 
is  the  Far  East.  I notice  that  we  have  approved  development  loans 
for  seven  countries  in  the  Far  East  and  up  to  the  present,  that  is, 
through  June  30,  1959,  we  have  already  made  available  to  these  coun- 
tries, $3,434,135,000  of  military  aid.  Economic  aid — listen  to  this 
figure  now — economic  aid  to  these  seven  countries  amounted  to  $3,- 
800,669,000.  For  fiscal  year  1960  these  same  countries  are  programed 
for  military  assistance  of  $371,220,000  and  economic  assistance  of 
$541,400,000. 

Think  of  that.  And  we  are  topping  that  now  with  development 
loans  to  these  seven  countries  aggregating  $139,126,000. 

EXTRACTS  FROM  PREVIOUS  REPORTS 

Mr.  Chairman,  I do  not  want  to  go  into  the  details  of  all  of  these 
loans  but  with  your  permission  I would  like  to  place  in  the  record  at 
this  point  extracts  from  my  report  covering  some  of  the  countries  in 
the  Far  East  to  which  development  loans  have  been  made. 

Chairman  Hayden.  That  may  be  done. 

(The  information  referred  to  follows :) 

Korea 

The  magnitude  of  the  United  States  assistance  effort,  both  past 
and  present,  in  this  tiny  land  must  be  seen  by  one  in  order  to  properly 
evaluate  it.  South  Korea,  which  is  about  the  size  of  the  State  of 
Minnesota,  suffered  heavy  damages  at  the  hands  of  Red  invaders 
during  the  period  of  the  Korean  war.  The  American  people  have  paid 
dearly  in  their  efforts  to  drive  off  the  invaders  and  in  reconstructing 
and  rehabilitating  the  economy  of  the  country.  Yet  I doubt  that 
the  economy  of  South  Korea  has  ever  been  in  a more  healthy  state 
than  at  present. 

During  the  fiscal  years  1954,  1955,  and  1956,  a total  of  $780.3 
million  in  United  States  dollars  assistance  was  actually  spent  here. 
During  this  same  period,  this  aid  generated  a total  of  $144.5  million 
in  counterpart  funds,  which  funds  were  spent  during  the  same  period. 

As  of  June  30,  1956,  unobligated  balances  in  the  Korean  accounts 
totaled  $697,000  plus  over  $86  million  in  counterpart  funds.  Un- 
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expended  balance  as  of  June  30,  1956,  in  dollars  was  $344,229,000 
with  a total  of  an  additional  $86  million  in  counterpart  equivalent. 

Allocations  from  the  fiscal  year  1957  Mutual  Security  appropriation 

aggregate  which  amount  will  generate  an  exact  equivalent 

in  local  currency  funds. 

In  other  words,  during  fiscal  1957,  there  will  be  available  for  ex- 
penditure in  this  tiny  land  a total  of in  dollars  alone.  At  the 

time  of  my  Visit,  our  planners  propose  to  spend during  fiscal 

1957.  If  this  program  is  actually  implemented  as  proposed,  the 

end  of  the  1957  fiscal  year  will  find  an  unexpended  balance  of 

on  hand  in  Korea. 

Assuming  that  the  full  proposed  to  be  spent  is  actually 

spent  during  fiscal  year  1957,  United  States  direct  dollar  assistance 
to  the  Republic  of  Korea  from  the  beginning  of  fiscal  year  1954 

through  fiscal  year  1957  will  have  aggregated  something  over  a . 

In  addition  to  this  amount  in  dollars,  counterpart  funds  generated 
and  spent  will  aggregate  in  dollar  equivalent. 

At  the  time  of  my  visit,  a host  of  technicians  were  employed  in 
this  country.  It  might  be  truthfully  said  that  between  the  United 
States  civilian  employees  and  our  troops,  the  countryside  was  alive 
with  Americans.  ICA  employees  in  Korea  totaled  988  technicians 
plus  1,944  contract  employees,  a total  of  nearly  3,000  civilian  em- 
ployees. Of  this  number,  399  are  Americans,  the  remaining  2,533 
are  locals. 

Reference  to  the  attached  exhibits  will  demonstrate  that  the 
United  States  has  a hand  in  and  is  deeply  involved  financially  in  all 

of  the  Korean  economy.  I would  not  hesitate  to  say  that  

except  that  while  our  country  continues  to  “pick  up  the  tab,”  it  is 
my  considered  judgment  that  the  Government  of  the  Republic  of 
Korea  has  frequently  shown  an  extremely  uncooperative  attitude 
toward  our  efforts  to  be  of  help.  I shall  refer  to  this  specifically 
later  in  this  report. 

I desire  to  particularly  direct  the  attention  of  the  committee  to  the 
documents  entitled  “ICA/FOA  Capital  Investment  Programs”  in 
Korea,  fiscal  year  1954,  fiscal  year  1955,  fiscal  year  1956,  which  I 
have  attached. 

Reference  to  this  exhibit  demonstrates  that  since  1954,  our  country 
has  actually  spent  a grand  total  of  $214,554,690  in  dollar  expenditures 
plus  $152,889,632  in  counterpart  equivalent  on  a variety  of  capital- 
improvement  programs  in  this  country.  Compared  with  this  amount, 
the  Government  of  Korea  has  spent  only  $84,620,826  for  the  same 
purposes. 

With  reference  to  grand  totals,  it  will  be  seen  that  our  total  con- 
tributions in  the  various  fields  of  endeavor  embraced  within  the 
report  referred  to  have  totaled  (including  counterpart  funds): 


Transportation 

Communications 

Public  works 

Power  development 

Agriculture 

Public  health 

Public  safety 

Social  affairs 

Manufacturing  and  processing 

Mining 

Fisheries 

Education 


$96,174,000  or  92.5  percent  of  the  total 
$22,999,530  or  97.5  percent  of  the  total 
$50,439,095  or  86.8  percent  of  the  total 
$55,041,749  or  97.5  percent  of  the  total 
$38,181,250  or  56.2  percent  of  the  total 
$4,491,000  or  100  j>eroent  of  the  total 
$1,355,000  or  100  percent  of  the  total 
$4,488,000  or  36.9  percent  of  the  total 
$63,353,900  or  94.4  percent  of  the  total 
$1,150,000  or  100  percent  of  the  total 
$1,200,000  or  85  percent  of  the  total 
$8,580,798  or  97.2  percent  of  the  total.. 
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Under  these  various  headings,  our  planners  have  undertaken 
programs  involving  every  conceivable  project,  the  following  are 
illustrative: 

TRANSPORTATION 

One  million,  two  hundred  thousand  dollars  to  partially  restore  4 
engine  houses  and  2 back  shops  of  the  Korean  National  Railroad; 
$190,000  to  restore  26  war-damaged  locomotive  watering  installations 
along  the  Korean  National  Railroad;  roughly  $100,000  for  engine  re- 
placement and  restoration;  $549,632  to  construct  a prestressed  con- 
crete plant  in  order  to  permit  the  Korean  National  Railroad  to  manu- 
facture concrete  railway  ties;  $210,000  to  improve  the  streetcar  sys- 
tems in  Seoul  and  Pusan;  $18  million  to  construct  a railway  to  link 
the  largest  coal-mining  area  in  Korea  with  the  central  system  of  the 
Korean  National  Railroad;  $1  million  to  rebuild  railroad  warehouse 
buildings;  $1.4  million  to  procure  coal,  tar,  pitch,  and  so  forth,  to 
provide  a basic  material  for  the  Korean  National  Railroad  to  manu- 
facture coal  briquettes  for  use  in  their  locomotives;  $2.4  million  to 
purchase  used  passenger  coaches;  $3.7  million  to  repair  554  steam 
locomotives  and  8,908  pieces  of  rolling  stock;  $1.9  million  to  purchase 
9 to  12  new  passenger  coaches;  $11.4  million  to  purchase  825  boxcars, 
565  gondolas,  and  50  coal-hopper  cars;  $389,000  to  purchase  creosote 
to  treat  cross  ties ; $4  million  to  finish  the  railroad  line  from  the  coal- 
field referred  to  earlier;  $2.3  million  to  rebuild  the  Han  River  bridge; 
$410,000  to  purchase  15  used  steam  locomotives;  $1.7  million  to  pur- 
chase cargo-handling  equipment;  $8.6  million  to  purchase  8 cargo 
vessels  in  order  to  replace  “uneconomical”  units  of  the  Korean  mari- 
time fleet;  $235,000  to  modernize  a shipyard  near  Inchon;  another 
$364,000  to  modernize  another  shipyard  near  Pango-jin,  T’chang; 
$2.3  million  to  procure  42  prefabricated  steel  warehouses  to  be  erected 
in  9 Korean  ports;  $1.6  million  to  repair  and  modernize  marine  navi- 
gational aids  along  the  coast  of  Korea;  $20.7  million  to  rehabilitate 
52  Korean  ports;  $1.3  million  to  purchase  89  streetcars  and  to  re- 
habilitate 56  others;  $7.3  million  to  provide  machine  tools  and  other 
equipment  for  the  expansion  of  the  Pusan  Iron  Works,  and  $7.3 
million  to  procure  fishing  vessels. 

Further  details  concerning  projects  will  not  be  enumerated  here; 
however,  they  may  be  obtained  from  the  attached  data. 

COMMUNICATIONS 

In  this  area,  we  have  underway,  among  other  things,  programs 
involving  $780,000  to  purchase  telephone  poles;  $4.7  million  to 
rehabilitate  and  expand  telephone  facilities  in  Seoul;  $4  million  to 
rehabilitate  a telephone  cable  plant  in  Seoul;  $1.2  million  to  rehabilitate 
the  national  police  communication  system;  and,  among  other  things, 
replacement  of  the  telephone  central  office  in  Masan,  rehabilitation  of 
the  manual  switchboard  at  Taejon,  and  the  rehabilitation  of  the 
Korean  Ministry  of  Communications  school  for  training  communica- 
tions technicians  and  specialists. 

Also  proposed  and  underway  are  projects  to  rehabilitate *and  restore 
the  domestic  radio  telegram  system  within  Korea,  to  rehabilitate 
major  telephone  toll  centers;  to  reactivate  six  coastal  radio  stations 
for  the  marine  radio  service;  to  connect  vital  industrial  cities  and  ports 
to  the  coal  centers  referred  to  earlier;  to  rehabilitate  various  secondary 
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toll  centers  now  that  the  major  telephone  central  offices  have  been 
rehabilitated  and  connected;  and  to  create  a weather,  press  broadcast, 
and  monitoring  netwmrk  in  Seoul  in  order  to  “reestablish  radio  facili- 
ties for  dissemination  of  weather  and  press  information  and  for 
monitoring  Korean  radio  stations  which  are  controlled  and  regulated 
by  the  Ministry  of  Communications.” 

PUBLIC  WORKS 

In  this  area  we  have  undertaken  to  reconstruct  and  rehabilitate  city 
water  plants  throughout  Korea  (estimated  total  cost  something  over 
$16  million);  pave  streets  and  highways  throughout  major  cities  and 
Provinces;  rehabilitate  drainage  structures  throughout  32  major  cities 
in  Korea;  rehabilitate  and  reconstruct  highway  bridges  throughout  the 
country;  rebuild  the  Korean  National  Prison;  reconstruct  the  Gov- 
ernment buildings  of  the  Republic  of  Korea  in  Seoul  to  provide  more 
space  for  offices,  industrial  exhibits,  the  national  police,  library,  post 
offices,  and  telephone  central  facilities  (total  cost  $1.1  million  with 
United  States  contributing  100  percent);  construct  a maintenance  and 
repair  shop  in  order  to  properly  maintain  and  repair  some  $2.5  million 
worth  of  heavy  equipment  and  vehicles  which  will  be  utilized  in  the 
reconstruction  of  roads  and  bridges  throughout  South  Korea  (needless 
to  say  we  also  provided  the  heavy  equipment  and  vehicles) ; rehabili- 
tation of  Korean  city  and  Provincial  buildings  in  order  to  provide 
offices  for  city  and  Provincial  officials  (total  cost  $750,500  with  Korea 
contributing  $150,000  in  labor);  rehabilitated  a number  of  thermal  and 
electrical  power  stations  and  transmitters,  including  $4.5  million  to 
rehabilitate  the  overall  electrical  power-transmission  system  in  Korea, 
$2.1  million  to  rehabilitate  2 thermal  powerplant  substations;  $3.1 
million  for  rehabilitation  of  the  Chongpoing  Dam;  and  a complete  re- 
construction and  new  construction  of  numerous  thermal  power,  trans- 
mission, and  similar  facilities  in  Korea  at  a total  cost  of  $34.9  million, 
with  the  United  States  contributions  averaging  out  something  over 
90  percent. 

One  of  the  facilities  which  we  undertook  to  rehabilitate  was  the 
Hwachon  Dam,  at  a total  cost  of  something  over  $83  million.  This 
represented  approximately  97  percent  of  the  total  construction  cost. 
I visited  this  facility,  and  the  engineer  in  charge  (an  employee  of  an 
American  contracting  firm)  indicated  that  he  felt  sure  that  the  project 
could  be  self-liquidating  if  only  adequate  charges  for  the  use  of  elec- 
tricity were  levied  by  the  Government.  However,  since  the  Korean 
National  Assembty  has  reserved  to  itself  all  ratemaking  functions,  the 
entire  rate  structure  has  become  involved  in  local  politics.  The  net 
effect  is  that  instead  of  levying  adequate  charges — charges  which 
would  permit  the  amortization  of  the  cost  of  these  facilities  over  a 
reasonable  period  of  time — the  Government  of  Korea  continues  to  look 
to  the  United  States  for  continued  economic  support.  As  a matter  of 
fact,  at  the  time  of  my  visit,  it  appeared  that  the  Government  of 
Korean  was  attempting  to  shift  the  blame  for  delay  to  our  shoulders, 
since  they  are  claiming  that  our  armed  services — which  are  stationed 
here  in  order  to  protect  the  Republic  of  Korea  from  another  attack 
from  the  north — were  not  paying  their  electric  bills  on  time.  In  other 
words,  although  we  have  for  all  practical  purposes  built  for  the  Govern- 
ment of  Korea  its  entire  electrical  generating  and  transmission  system, 
the  Government  is  now  raising  as  a barrier  to  adequate  rate  charges, 
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the  fact  that  the  United  States  has  not  paid  for  consumption  of  elec- 
tricity by  its  military  forces.  It  is  my  considered  judgment  that  this 
situation  will  never  be  completely  rectified  unless  our  officials  in 
Korea  make  it  known  to  the  local  government  that  unless  and  until 
they  decide  to  charge  adequate  rates  for  the  power,  we  shall  refuse  to 
provide  one  thin  dime  further  in  assistance.  The  same  should  be  true 
as  to  transportation,  which  we  subsidized  to  the  tune  of  $27,210,000 
during  the  last  fiscal  year. 

The  attached  exhibits  will  demonstrate  that  in  the  fields  of  power 
development  and  transmission,  the  United  States  has  borne  and 
continues  to  bear  not  only  the  burden  of  extending  technical  assistance 
to  the  Government  of  Korea  but  also  constructing,  maintaining,  and 
training  technicians  for  the  operation  of  these  facilities. 

AGRICULTURE 

In  this  area,  we  have  built  farm  soil  testing  service  stations,  com- 
plete agricultural  research  facilities,  dams  and  levees  in  order  to 
protect  rice  paddies  and  villages;  irrigation  systems  in  order  to  increase 
the  Korean  production  of  rice;  veterinary  and  livestock  facilities 
throughout  the  country;  70  seed-fumigation  plants;  approximately 
900  rural  warehouses  in  order  to  store  farm  produce  and  equipment; 
and  have  undertaken  a complete  forestry  development  program  in- 
cluding reforestation,  forest  erosion  control  work,  stream  improvement 
work,  forest  protection  and  forest  management  in  designated  forest 
areas  in  all  Provinces  of  Korea.  This  last  project  alone  has  cost 
something  over  $9  million. 


PUBLIC  HEALTH 

In  this  area,  we  have  constructed  wells  and  sanitary  facilities  in  all 
Provinces  and  in  Seoul;  we  have  rebuilt  and  remodeled  hospital 
facilities  throughout  Korea;  in  doing  this,  while  the  costs  are  small, 
it  should  be  noted  that  we  have  contributed  100  percent  of  the  total 
of  hospital  rehabilitation  and  construction  and  100  percent  of  the 
total  of  constructing  wells  and  sanitary  facilities. 

SOCIAL  AFFAIRS 

We  have  undertaken  a $12  million  resettlement  project  under  which 
we  propose  to  reestablish  and  resettle  refugees  and  persons  displaced 
as  a result  of  war. 


MANUFACTURING  AND  PROCESSING 

I do  not  intend  to  outline  in  detail  the  scope  of  this  program.  The 
number  and  types  of  plants  constructed  and/or  rehabilitated  are  out- 
lined in  the  attached  exhibits.  Suffice  it  to  say,  that  they  include 
fertilizer  plants,  sulfuric  acid  and  aluminium  sulphate  plants,  rubber 
tire  and  tube  plants,  rubber  reclamation  plants,  insecticide  and 
pesticide  plants,  pharmaceutical  plants,  flour  mills,  starch  plants, 
plastic  plants  (in  order  to  produce  toothbrushes,  rice  bowls,  glasses, 
combs,  etc.)  aluminum  sheeting  plants,  a paint  plant,  clothing  fac- 
tories, asbestos  plants,  a leather  plant,  a leather  processing  and  shoe 
manufacturing  plant,  a book  printing  plant,  a three-wheeled-truck 
plant,  a glass  container  plant,  a plant  to  manufacture  the  material 
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which  provides  hardness  for  rubber,  a ball-bearing  plant,  silk  textile 
plants,  auto  spare-parts  plant,  a marble  plant,  iron  stone  crushing 
plant,  agar-agar  plants,  paper  mills,  small  industrial  processing 
plants,  and  others. 

My  report  last  year  noted  that  the  great  majority  of  manufacturing 
enterprises  constructed  under  our  aid  program  were  being  operated 
by  the  Government  of  Korea.  At  that  time,  I commented  that  it  was 
unfortunate  that,  while  preaching  democracy  and  free  enterprise,  we 
were,  in  fact,  fostering  socialism  in  Korea.  I was  particularly  pleased 
to  note  that  at  the  time  of  my  visit  in  1956,  the  vast  majority  of  the 
manufacturing  enterprises  which  formerly  were  Japanese  property 
and  which  had  been  rehabilitated  under  the  aid  program  had  been 
turned  over  to  private  industry.  In  this  connection,  I expressed  an 
interest  in  obtaining  the  terms  under  which  these  transfers  took  place. 
I have  requested  this  information  from  both  the  International  Co- 
operation Administration  in  Seoul  and  the  General  Accounting  Office 
through  its  representatives  in  South  Korea.  As  soon  as  it  is  made 
available,  I shall  file  it  with  the  committee. 

During  my  stay  in  Korea,  I visited  the  Hung  Ah  Tire  Co.,  Ltd.,  in 
Pusan.  This  is  a facility  which  was  originally  built  by  the  Japanese 
but  which  was  rehabilitated  under  the  American  aid  program.  The 
president  of  this  firm  indicated  to  me  that  his  problem  is  to  win  cus- 
tomers. In  addition,  he  fears  that  a shortage  of  operating  funds  and  a 
lack  of  technical  knowledge  may  hamper  his  success. 

I also  visited  one  of  the  chemical  plants  we  constructed  here  and  a 
number  of  port  facilities.  I noted  that  the  port  was  crammed  with 
goods  obtained  from  the  United  States,  and  I was  not  able  to  find  one 
item  which  originated  in  a foreign  country  other  than  a few  purchased 
with  American  aid  funds.  Goods  are  flowing  in  to  bolster  the  economy 
of  Korea.  It  would  appear,  from  the  materials  I saw  on  the  docks,  that 
our  planners  contemplate  United  States  assistance  for  the  Republic  of 
Korea  for  many  more  years. 

As  I stated  last  year,  our  allies  are  helping  very  little  in  Korea. 
We  have  undertaken  and  are  doing  almost  the  whole  job. 

In  addition,  the  United  States  is  in  complete  supervisory  control 
of  the  port  facilities  since  there  are  no  Koreans  who  are  competent  to 
operate  it.  True,  we  are  in  the  process  of  training  a host  of  local 
employees  in  order  to  fulfill  these  tasks,  but  the  process  is  a long  and 
tedious  one. 

I was  particularly  alarmed  to  note  that  while  we  are  building  a 
number  of  manufacturing  facilities  in  the  Republic  of  Korea,  there 
is  very  little  in  the  way  of  natural  resources  available  to  supply  raw 
materials  for  these  plants.  For  example,  we  are  building  flour  mills 
in  order  to  convince  the  people  of  Korea  that  bread  is  a suitable 
substitute  for  rice  in  their  diet.  It  is  hoped  that  by  so  doing,  the 
consumption  of  rice  in  Korea  can  be  reduced,  thus  making  rice  avail- 
able for  export.  Ignoring  the  fact  that  Korea  is  thus  being  placed 
in  the  position  to  compete  in  Far  Eastern  markets  which  our  own 
rice  industry  would  desire  to  obtain,  it  must  be  realized  that  Korea 
produces  no  wheat.  Thus,  after  constructing  the  flour  mills  we  shall 
be  obligated  to  either  subsidize  the  importation  of  wheat  into  this 
country  or  give  it  to  the  Republic  of  Korea.  Consequently,  it  will 
be  necessary  for  our  aid  to  continue  ad  infinitum. 

The  same  is  true  with  respect  to  cotton  textiles,  for  we  are  rebuilding, 
in  fact  have  built,  a number  of  textile  mills  here  without  a thought 
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of  the  fact  that  no  cotton  is  produced  in  Korea.  Of  course,  it  is- 
the  view  of  our  officials  that  Korea  will  be  able  to  purchase  these 
basic  raw  materials  under  the  Surplus  Disposal  Act  (Public  Law  480). 
This  ignores  the  fact  that  there  is  no  assurance  that  Public  Law  480' 
will  remain  on  the  statute  books  for  any  definite  period  of  time. 

Many  phases  of  our  effort  here  boil  down  to  placing  the  United 
States  in  a position  where  once  the  capital  improvement  program  ini 
Korea  is  completed,  we  will  be  compelled  to  provide  enough  raw 
materials  in  order  to  permit  these  facilities  to  operate.  Since  Japan 
is  fast  coming  back  into  the  manufacturing  picture  in  the  Far  East, 
it  is  not  farfetched  to  assume  that  the  day  will  soon  come  when  the 
United  States  may  be  obligated  to  not  only  provide  raw  materials  in 
order  to  operate  the  plants  which  we  have  constructed,  but  to  also 
provide  markets  for  the  goods  which  are  made  there. 

In  this  connection,  during  my  interview  with  President  Rhee, 
I stressed  to  him  the  necessity  for  his  Government  to  undertake  a 
“buy  at  home  program” — in  other  words,  a program  designed  to 
convince  the  people  of  his  country  that  the  goods  manufactured 
there  are  deserving  of  their  patronage.  I cited  the  tire  plant  as  a 
case  in  point.  Unless  Koreans  buy  Korean  made  goods,  many  of 
the  factories  will  have  to  close  or  else  foreign  markets  will  have  to  be 
tapped. 

I also  suggested  to  President  Rhee  that  he  intervene  and  undertake 
to  have  the  legislature  increase  public  utility  rates  (telephone,  tele- 
graph, electric,  and  transportation)  in  order  to  amortize  the  cost  of 
and  pay  for  operating  investments  which  we  have  undertaken  in  this 
country.  I said  to  him  that  public  utilities  involved  one  area  where 
Korea  could  certainly  afford  to  carry  a bigger  portion  of  the  burden. 
His  only  answer  was  that  the  United  States  Army  did  not  settle  its 
bills  promptly. 

Since  our  military  effort  in  Korea  is  of  such  tremendous  magnitude,. 
I was  not  able  to  delve  deeply  into  its  operation.  However,  it  should 
be  noted  that  we  have  constructed  fine  barracks  for  practically  all 
armed  services,  both  American  and  Korean,  and  these  are  more  or  less 
permanent  facilities.  I was  not  able  to  obtain  an  estimate  of  the  cost 
but  I feel  sure  that  it  was  substantial.  I was  informed  however  that 
during  the  1956  fiscal  year,  the  Republic  of  Korea  allocated  51  percent 
of  its  entire  budget  for  support  of  its  military  forces.  Of  this  amount 
however,  roughly  25.6  percent  consisted  of  counterpart  funds  gener- 
ated under  our  aid  program.  For  the  last  6 months  of  1956,  54  per- 
cent of  the  Korean  budget  was  devoted  to  the  military  with  some 
22  percent  of  this  amount  consisting  of  counterpart  funds  generated 
under  our  aid  program  and  the  remainder  from  the  Republic  of  Korea 
Treasury.  This  latter  figure,  compared  with  the  prior  one,  offers  some 
encouragement  and  I hope  it  continues.  I have  not  attempted  to 
show  our  expenditures  in  the  military  field  before  and  after  the  armis- 
tice. I can  assure  the  committee  that  the  figures  stagger  the  imagi- 
nation! 

The  Information  Service  in  Korea  received  $310,118  for  fiscal  year 
1956.  This  amount  was  increased  to  $420,600  for  1957.  (See  at- 
tached exhibit.)  This  increase  appears  to  be  completely  unwarranted, 
if,  as  our  officials  have  maintained,  the  people  of  Korea  are  truly 
staunch  and  loyal  allies.  Certainly,  if  the  Koreans  are  staunch  and 
unwavering  friends  of  the  free  world,  it  is  inconsistent  that  there  be 
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increased  budgets  for  propaganda  purposes.  Therefore,  I urge  that 
the  amount  provided  for  fiscal  year  1958  be  considerably  reduced. 


Summary  of  operations  of  International  Cooperation  Administration  ( formerly 

Foreign  Operations  Administration ) 

[In  thousands  of  dollars] 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

Fiscal  year 
1957 

(estimated) 

Total 

(a)  Total  expenditures: 

United  States  funds  (counterpart 
funds  generated)  1 * 

$182, 465 

$254,900 

$342,  903 

(Deleted) 

(Deleted) 

United  States  funds  (no  counter- 
part funds  generated)* 

Counterpart  funds  (in  equivalent 
United  States  dollars) 

9,254 

45, 931 

89, 244 

(Deleted) 

(Deleted) 

Local  government  contributions 
(in  equivalent  United  States 
dollars)3 

(6)  Balances  as  of  June  30, 1956: 

United  States  funds  4 

Unobli- 

gated 

Unex- 

pended 

$697 
• 86, 016 

(Deleted) 

(Deleted) 

(Deleted) 

(Deleted) 

$344,229 
86, 016 

(Deleted) 

(Deleted) 

(Deleted) 

(Deleted) 

Counterpart  funds  (in  equivalent 
United  States  dollars)  

(c)  New  allocations  (tentative)  from  fiscal 
year  1957: 

Foreign  aid  appropriation: 

United  States  funds. . 

Counterpart  funds  (in  equivalent 
United  States  dollars) 

(d)  Total  amounts  available  for  obligation 
and  expenditure  in  fiscal  year  1957: 
United  States  funds 

Counterpart  funds  (in  equivalent 
United  States  dollars) 

i These  data  are  program  figures  which  include  deobligations  in  earlier  years  and  reobligations  in  fiscal 
year  1956.  Similar  data  on  program,  obligations,  contracts,  and  arrivals  are  shown  in  a separate  statement 
attached. 

J All  aid  generates  counterpart  (Includes  sec.  402,  Public  Law  480). 

* Data  not  presently  available,  now  being  compiled. 

4 All  years. 

• Represents  amounts  billed  from  notification  of  paid  shipments  report. 
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4.  Number  of  ICA  employees. 


Locals 

United 

States 

Total 

(a)  Technicians: 

1.  United  States  employed 

795 
1,  738 

193 

206 

988 
1, 944 

2.  Contract  employees 

(6)  Others 

Total... 

2,  533 

399 

2,932 

FOREIGN  MILITARY  AID  PROGRAM 

(A)  Furnish  for  each  fiscal  year,  from  the  start  of  the  program  to  and  including 
fiscal  year  1957,  the  following  information: 

(1)  Amounts  spent  for  hardware  (including  direct  United  States  shipments 
and  offshore  procurement.) 

(2)  Amounts  spent  for  direct  forces  support. 

(3)  Percent  of  host  country’s  total  budget  used  for  military  purposes.1 
Arrangements  have  been  made  with  Senator  Ellender’s  office  in  Washington 

to  supply  information  on  military  aid  directly  to  that  office  by  the  Department 
of  Defense. 

The  above  data  can  be  obtained  from  PROVMAAG. 

See  attached. 

Exhibit  B 

Office  of  the  Economic  Coordinator  for  Korea 


ICA/FOA  Capital  Investment  Programs  in  Korea — Fiscal  Year  1954, 

Fiscal  Year  1955,  Fiscal  Year  1956  1 

( Including  appropriated  and  counterpart  funds ) 

Summary  of  fiscal  year  1954,  fiscal  year  1955  and  fiscal  year  1956  FOAfICA  capita 
investment  programs  ( involving  appropriated  (A)  and  counterpart  ( C)  funds) 


Activity 


Transportation: 

(A)... 

(C) 


Total 

Percent  of  total. 

Communications: 

(A) 

(C)._ 


Total. .. 

Percent  of  total. 


Public  Works: 

(A) 

(C) 


Total 

Percent  of  total. 


Power: 

(A). 

(C). 


Total 

Percent  of  total. 


Fiscal  year 
1954 


$33,  550,  600 
1,541,000 


35, 091, 600 


3, 242,  000 


6, 242, 000 


$8, 425,  600 
13,  818,  700 


22, 244, 300 


$32,  437, 000 
2, 467, 499 


34, 904,  499 


Fiscal  year 
1955 


$14, 587, 300 
13,  599, 100 


28, 186, 400 


$5,  875, 000 
162,  792 


6, 037,  792 


$5, 806,  690 
15,  876,  505 


21,  683, 195 


$7, 273, 000 
2, 120,  600 


9,  393,  600 


Fiscal  year 
1956 


$4, 013,  500 
28, 882,  500 


32,  896,  000 


$3,  897,  000 
6, 822,  738 


10, 719, 738 


$1,  986, 000 
4,  525,  600 


6,  511, 600 


$8, 101, 000 

2,  642,  650 


10,  743,  650 


Total  United 
States 


$52, 151, 400 
44, 022,  600 


96, 174,  000 
92.5 


$16,  014, 000 
6, 985,  530 


22,  999,  530 
97.5 


$16, 218,  290 
34, 220, 805 


50, 439, 095 
86.8 


$47, 811, 000 
7, 230, 749 


55,  041,  749 
97.6 


Total  coun- 
try 


$17, 701, 100 
7.5 


$622, 300 
2.5 


$7, 664, 825 
13.2 


$1, 364, 851 
2.5 


i Indicate  whether  amount  allocated  for  military  purposes  is  for  strictly  military  purposes,  or  include 
pensions,  counterpart  funds,  etc.  If  latter,  indicate  approximate  proportion. 
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Summary  of  fiscal  year  1954,  fiscal  year  1955  ctnd  fiscal  year  1956  FOA/ICA  capital 
investment  programs  {involving  appropriated  (A)  ana,  counterpart  (C)  funds) ~ - 
Continued 


Activity 

Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

Total  United 
States 

Total  coun- 
try 

Agriculture: 

(A)  

$1, 000, 000 

$7, 040, 000 
17, 574,000 

$6, 000, 000 
26,  567, 250 

$14, 040, 000 
44, 141, 250 

(C) 

Total 

Percent  of  total 

1,000,000 

24, 614, 000 

32, 567, 260 

68, 181, 250 
56.2 

$45, 300, 750 
43.8 

Public  Health: 

(A)  

$700,000 

700,000 

■ $1,500,000 
1, 591, 000 

$2, 200, 000 
2,291,000 

(C) 

Total... 

1,400,000 

3, 091, 000 

4,491,000 

100 

Percent  of  total 

Public  Safety: 

(A) 

$500,000 

200,000 

$500,000 

155,000 

$1,000,000 

355,000 

* 

(C) 

Total.  

700,000 

655,000 

1, 355,000 
100 

Percent  of  total. 

Social  affairs: 

(A) 

$3,  525, 000 
423.000 

$500,000 

40,000 

$4,025,000 
463, 000 

(C) 

Total 

3, 948, 000 

540,000 

4, 488, 000 
36.9 

$7, 675, 000 
63.1 

Percent  of  total 

Manufacturing  and  processing: 

(A) 

$23,890, 000 

$9,004, 000 
413, 900 

$22, 000,000 
8,046,000 

$54,894,000 
8, 459, 900 

{C)_._ 

Total.. . 

Percent  of  total 

23, 890, 000 

9, 417, 900 

30,046,000 

63,353,900 

94.4 

$3,770,000 

5.6 

Mining: 

(A) 

$1,050,000 

100,000 

$1,050,000 

100,000 

(Cj 

Total 

1,150,000 

1,150,000 

100 

Percent  of  total .. 

Fisheries: 

(A) 

$1,000,000 

200,000 

$1,000,000 

200,000 

(C) 

Total 

- ■ 

1,200,000 

1, 200, 000 
85.0 

$212, 000 
15.0 

Percent  of  total 

Education: 

(A). 

$551,000 

$3,600,000 
4, 429, 798 

$4, 151,000 
4, 429, 798 

(C) 

Total 

551,000 

8, 029, 798 

8,  580, 798 
97.2 

$250,000 

2.8 

Percent  of  total 

Grand  totals  of  all  activity  fields: 
(A) 

$105, 545, 200 
17, 827, 199 

$54,861, 990 
51,069,897 

$54, 147, 500 
84,002,  536 

$214,554,690 
152, 899, 632 

(C)— 

(A+C) 

Total  United  States  percent 
of  total 

123,372,399 

105, 931, 887 

138,150,036 

367,454,322 

81.3 

$84,620,826 

Total  country  percent  of 
total 

18.7 

(A)  Appropriated  funds  or  acquisition  cost. 
(C)  Counterpart  cost  in  dollars. 


Transportation  Branch 

1.  Project  title:  Railroad  backshops,  building  materials. 

Type:  Transportation. 

Location:  Seoul,  Suwon,  Iri,  Chonju,  Inch’on  KNR  stations. 

2.  Benefits:  Provides  for  partial  restoration  of  4 engine  houses  and  2 backshops 

of  KNR. 
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3.  Estimated  total  cost:  $1,260,410  (estimated). 

4.  United  States  contribution  in  percent:  99.5  percent: 


Fiscal  year 
1953 

Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$139, 860 

$465, 000 
176, 766 

$120,000 
352, 784 

(b)  Counterpart 

Local  contribution  in  percent:  0.5  percent: 

Fiscal  year 
1953 

Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

Supervisory  engineering 

$2,000 

$1, 000 

$3,000 

fi.  Engineer  costs:  $6,000  (included  in  local  labor  costs) . 

7.  Status:  Steel  items  on  54  program  delayed  by  defaulted  contracts.  As  of 
September  30  arrivals  in  Korea  54  percent  complete,  installation  6 percent 
complete  on  fiscal  year  54  project.  Total  project  all  fiscal  years:  13  percent 
arrivals,  1 percent  installation. 

S.  Estimated  completion  date:  June  30,  1957. 

Transportation  Branch 

1.  Project  tile:  Railway  rehabilitation  watering  installations. 

Type:  Transportation. 

Location:  Various  water  installations  along  the  KNR. 

2.  Benefits : Provides  for  the  restoration  of  26  war  damaged  locomotive  watering 

installations  along  the  KNR,  essential  to  steam  operations. 

3.  Estimated  total  cost:  $190,490  (estimated). 

4.  United  States  contribution  in  percent:  98.4  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar  

$64, 437 

$50,000 

( b ) Counterpart - - 

56',  853 

$16, 200 

Local  contribution  in  percent:  1.6  percent: 

Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Supervisory  engineering 

$1,200 

$1, 300 

$500 

6.  Engineering  costs:  $3,000  (included  in  local  labor  costs). 

7.  Status:  All  materials  arrived  and  installed  on  fiscal  year  project  completed 

July  1955. 

8.  Estimated  completion  date:  December  31,  1956. 

Transportation  Branch 

1.  Project  title:  Rehabilitation  of  rail  cars. 

Type:  Transportation. 

Location:  KNR  shop. 

2.  Benefits:  Provides  for  engine  replacement  and  restoration  to  service  of  6 self- 

propelled  rail  cars  needed  in  both  branch  and  main-line  passenger  service. 
Each  rail  car  mentioned  will  be  assigned  to  service  in  such  a way  that  1)4 
locomotives  and  1 passenger  car  will  be  released  to  other  service. 

3.  Estimated  total  cost:  $99,744  (estimated). 
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4.  United  States  contribution  in  percent:  98.1  percent: 


Fiscal  year 
1956 


(a)  Dollar — $90,000 

(b)  Counterpart _ _ 7,  844 


•5.  Local  contribution  in  percent:  1.9  percent: 

Fiscal  year 

r..-  1956 


(a)  Labor 

(5)  Supervisory  engineering 

6.  Engineering  costs:  $10,500  (included  in  local  labor  costs)  ($10,000 

States,  $500  local). 

7.  Status:  PPA  submitted  ICA/W. 

8.  Estimated  completion  date:  September  30,  1956. 


$1,  400 
500 
United 


Transportation  Branch 


1.  Project  title:  Prestressed  concrete  plant. 

Type:  Transportation  (small  enterprises). 

Location:  Taejon. 

2.  Benefits:  Plant  will  enable  KNR  to  manufacture  prestressed  concrete  ties  and 

other  products  from  cement  produced  in  Korea  reducing  the  annual  expendi- 
ture of  foreign  exchange  on  imported  wooden  crossties.  This  project  will 
greatly  improve  the  self-sufficiency  of  rail  transportation  in  Korea  by 


reducing  dependence  on  imported  supplies. 

-3.  Estimated  total  cost:  $549,632  (estimated). 

4.  United  States  contribution  in  percent:  100  percent:  FisCmjjear 

(а)  Dollar - _ $500,  000 

(б)  Counterpart 49,  632 


5.  Local- contribution  in  percent:  0 percent.  (See  remarks.) 

6.  Engineering  costs:  $15,000  (United  States)  (included  in  local  labor  costs). 

7.  Status:  Project  submitted  to  OEC. 

8.  Estimated  completion  date:  July  31,  1956. 

Remarks:  Operation  costs  after  installation  of  equipment  will  be  paid  by 
ROK  from  local  funds. 

Transportation  Branch 

i.  Project  title:  Rehabilitation  of  Seoul  and  Pusan  streetcar  system  (rectifiers). 

Type:  Transportation. 

Location:  Se'ouhand  Pusan. 

■2.  Benefits:  Provides  2 new  rectifiers  1 each  for  Seoul  and  Pusan  streetcar  sys- 
tems. This  will  replace  one  war  damaged  rectifier  in  Seoul  and  provide 
an  additional  rectifier  for  Pusan  to  allow  for  extension  of  the  street  railway 
system  in  this  overcrowded  city. 

3,  Estimated  total  cost:  $210,000  (est.) 

4.  United  States  contribution  in  percent:  85  percent: 


Fiscal  year  1955 

Dollar $178,500 

5.  Local  contribution  in  percent:  15  percent: 

Cash  contribution * $31,  500 


6.  Engineering  costs:  $2,000  (local)  (included  in  local  labor  costs). 

7.  Status:  PA  issued.  Bids  received  and  evaluated.  Contract  will  be  con- 

cluded by  OSROK  in  near  future. 

8.  Estimated  completion  date:  July  31,  1956. 

Transportation  Branch 

1.  Project  title:  Railway  construction  (Naesong-Ch'oram  and  Songhak-Yongwol). 
Type:  Transportation. 

Location:  Yongam  Line  (KNR)  from  Naesong  to  Ch'oran;  and  Yongwol  Line 
(KNR)  from  Songhak  to  Yongwol. 

%.  Benefits:  Provide  rail  connection  between  largest  coal  mining  area  in  Korea 
and  central  system  of  KNR.  This  rail  connection  will  allow  for  expansion 
of  mine  capacity.  Present  limited  capacity  of  water  shipment,  port  for  coal- 
handling has  prevented  full  utilization  of  Korean  coal  resources. 

3.  Estimated  total  cost:  $18,103,705  (estimated). 
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4.  United  States  contribution  in  percent:  99.1  percent: 


Fiscal  year 
1953 

Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$2, 924, 182 

$2, 803, 000 
8, 034, 123 

(b)  Counterpart 

$4, 185, 400- 

juocal  contribution  in  percent:  0.9  percent: 

Fiscal  year 

Fiscal  year 

Fiscal  year 

Fiscal  year 

1953 

1954 

1955 

1956 

Supervisory  engineering 

$100,000 

$50,000 

$4, 000 

$3,000 

6.  Engineering  costs:  $927,000.  Included  in  local  labor  costs.  ($157,000  local, 

$770,000  United  States. 

7.  Status:  As  of  September  30,  arrivals  52  percent,  installation  77  percent  com- 

plete. 

8.  Estimated  completion  date:  Limited  operation:  December  31,  1955;  full  com- 

pletion: February  15,  1956. 

Transportation 

1.  Project  title:  Railway  station  warehouses. 

Type:  Transportation. 

Location:  Principal  stations  on  KNR  outside  Pusan  Perimeter. 

2.  Benefits:  Provides  miscellaneous  construction  materials  for  rebuilding  some 

30  KNR  warehouse  buidings  (total  storage  space  of  approximately  25,000 
square  meters)  which  were  destroyed  during  war. 

3.  Estimated  total  cost:  $1,065,149  (estimated.). 

4.  United  States  contribution  in  percent:  99.7  percent: 


Fiscal  year 

Fiscal  year 

Fiscal  year 

Fiscal  year 

1953 

1954 

1955 

1956 

(a)  Dollar 

$499,000 

(b)  Counterpart. 

$407, 949 

$155, 200 

Local  contribution  in  percent:  0.3  percent: 

Fiscal  year 

Fiscal  year 

Fiscal  year 

Fiscal  year 

1953 

1954 

1955 

1956 

Supervisory  engineering 

$2,000 

$1,000 

6.  Engineering  costs:  $3,000  (local).  Included  in  local  labor  costs. 

7.  Status:  58  percent  arrival  of  materials,  7 percent  installation  as  of  September  30. 

8.  Estimated  completion  date:  June  30,  1956. 

Transportation  Branch 

1.  Project  title:  Procurement  of  coal  tar  pitch. 

Type:  Transportation  (maintenance  of  civilian  supply). 

2.  Benefits:  Coal-tar  pitch  and  petroleum  coke  on  this  project  will  be  used  in 

production  of  coal  briquets  for  the  KNR,  utilizing  coal  produced  in  Korea. 
Will  provide  large  savings  in  imported  coal. 

3.  Estimated  total  cost:  $1,406,000. 

4.  United  States  contribution  in  percent:  100  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar  . . 

$600,000 

(h)  Cmint.pirpart  _ 

$806,000 
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5.  Local  contribution  in  percent:  None.  See  Remarks. 

6.  Engineering  costs:  None. 

7.  Status:  PA  issued.  Invitation  to  bid  will  be  issued  by  OSROK  in  near  future. 

8.  Estimated  completion  date:  June  30,  1956. 

Remarks:  KNR  will  provide  the  Korean  coal  for  briquets. 

Transportation  Branch 

1.  Project  title:  Used  passenger  coaches. 

Type:  Transportation. 

Location:  KNR. 

2.  Benefits:  Provides  for  replacement  of  some  of  war-destroyed  KNR  passenger 

equipment  badly  needed  to  relieve  overcrowded,  unsafe  conditions  on 
railway. 

3.  Estimated  total  cost:  $2,444,000. 

4.  United  States  contribution  in  percent:  100  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar 

$1, 800,000 

$500, 000 
144,000 

(6)  Counterpart. 

5.  Local  contribution  in  percent:  None. 

6.  Engineering  costs:  $15,000  (United  States).  Included  in  local  labor  costs. 

7.  Status:  Joint  ROK-ICA/W  team  in  the  United  States  now  surveying  available 

cars  under  1955  program.  Project  proposal  for  1956  has  been  forwarded  to 
Washington  for  similar  equipment. 

8.  Estimated  completion  date:  June  30,  1956. 

Transportation  Branch 

1.  Project  title:  Locomotive  headlight  equipment. 

Type:  Transportation. 

Location:  KNR  shops. 

2.  Benefits:  Provides  necessary  materials  for  equipping  approximately  205 

locomotives  with  headlights  for  night  operation. 

3.  Estimated  total  cost:  $213,097. 

4.  United  States  contribution  in  percent:  88.3  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

(a)  Dollar 

$179, 000 

(6)  Counterpart 

$9,097 

5.  Local  contribution  in  percent:  11.7  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

(a)  Labor ... 

$5,000 

20,000 

(6)  Materials 

6.  Engineering  costs:  $200  (local).  Included  in  local  labor  costs. 

7.  Status:  All  materials  arrived  by  March  31*  1955.  Installation  100  percent 

complete  as  of  September  30. 

8.  Estimated  completion  date:  Complete. 

Remarks:  Local  contribution  is  a part  of  the  KNR  operating  budget. 

Transportation  Branch 

1.  Project  title:  Locomotive  and  rolling  stock  repair  supplies. 

Type:  Transportation. 

Location:  Seoul,  Yongdong-p’o,  Pusan,  and  Inch’on  backshops. 

2.  Benefits:  Provides  materials  and  new  parts  to  repair  war  damage  and  effect 

long  delayed  normal  maintenance  on  approximately  554  steam  locomotives 
— and  8,908  pieces  of  rolling  stock  of  Korean  National  Railway. 
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3.  Estimated  total  cost:  $3,774,330  (estimated). 

4.  United  States  contribution  in  percent:  68.2  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar 

$2, 041, 000 

$64,000 
443, 194 

( b ) Counterpart 

$26, 136 

5.  Local  contribution  in  percent:  31.8  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Labor 

$800, 000 

$400, 000* 

6.  Engineering  costs:  $200,000  (local).  Included  in  local  labor  costs. 

7.  Status:  Materials  99  percent  arrived,  85  percent  installed  on  fiscal  year  1954 

project  as  of  September  30.  Total  project  all  fiscal  years:  96  percent  arri- 
vals, 82  percent  installation. 

8.  Estimated  completion  date:  December  31,  1955. 

Remarks:  Local  contribution  is  a part  of  the  KNR  operating  budget. 

Transportation  Branch 

1.  Project  title:  Mukho  Coal-Handling  facilities  rehabilitation. 

Type:  Transportation. 

Location:  Mukho  Port. 

2.  Benefits : Provides  for  the  restoration  of  the  second  belt  of  the  coal  conveyor  at 

Mukho,  as  well  as  for  the  procurement  of  some  light  locomotives  and  coal 
cars  for  coal  handling  in  port  area.  Mukho  serves  main  coal  region  of  Korea. 

3.  Estimated  total  cost:  $129,516  (estimated). 

4.  United  States  contribution  in  percent:  100  percent. 


Fiscal  year  1954  Fiscal  year  1955 


$110,000  

$19,516 


5.  Local  contribution  in  percent:  0 percent. 

6.  Engineering  costs:  $2,000  (United  States).  Included  in  local  labor  costs. 

7.  Status:  All  materials  arrived  by  end  of  January  1955,  except  two  weightome- 

ters.  These  arrived  in  July  1955.  Installation  93  percent  complete  (weigh- 
tometers  have  not  been  installed)  as  of  September  30  both  belts  of  conveyor 
have  been  in  operation  since  April  1955  without  these  devices  and  without 
interruption. 

8.  Estimated  completion  date:  December  30,  1955. 

Transportation  Branch 

1.  Project  title:  Passenger  coaches 
Type:  Transportation 

Location:  Korean  National  Railway 

2.  Benefits:  Provides  9 to  12  new  passenger  coaches  to  supplement  badly  over- 

crowded passenger  equipment  on  the  Korean  National  Railway 

3.  Estimated  total  cost:  $1,860,000  (estimated) 

4.  United  States  contribution  in  percent:  100  percent 


Fiscal  year 
1954 

Fiscal  year 
1956 

(n)  Hollar  _ _ _ 

$1,810, 000 

( h ) Conn tprpart  __  

$50,000 

(a)  Dollar 

(b)  Counterpart.. 
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5.  Local  contribution  in  percent:  0 percent 

6.  Engineering  costs:  $50,000  (United  States).  Included  in  local  labor  costs. 

7.  Status:  Procurement  action  being  taken  by  Department  of  the  Army.  Four 

second-class  and  5 third-class  coaches  will  be  shipped  in  second  quarter  of 
calendar  year  1956. 

8.  Estimated  completion  date:  June  30,  1956 

Transportation  Branch 

1.  Project  title:  Standard  gage  freight  cars. 

Type:  Transportation. 

Location:  Korean  National  Railway. 

2.  Benefits:  Provides  for  the  procurement  of  825  boxcars,  565  gondolas,  and  50 

coal-hopper  cars  to  supplement  the  inadequate  rolling’ stock  of  the  Korean 
National  Railway. 

3.  Estimated  total  cost:  $11,410,557  (estimated). 

4.  United  States  contribution  in  percent:  100  percent: 


Fiscal  year 
1954 

Fiscal  year 
1955 

(a)  Dollar _ 

$10,  470, 000 

(b)  Counterpart 

$940,  557 

. Local  contribution  in  percent:  0 percent — See  Remarks. 

. Engineering  costs:  $200,000  (United  States).  Included  in  local  labor  costs. 
. Status:  Car  components  received  between  September  1954  and  April  1955. 
Erection  started  October  1954  completed  June  1955.  All  cars  in  service. 
8.  Estimated  completion  date:  Completed. 

Remarks:  Republic  of  Korea  Army  provided  labor  for  erection  of  cars  but 
special  funding  not  involved. 

, Transportation  Branch 

1.  Project  title:  Procurement  of  creosote. 

Type:  Transportation  (maintenance  of  civilian  supply). 

Location:  L'tilized  by  Korea  Timber  Industry  Co.’s  plant,  Pusan. 

2.  Benefits:  Provides  creosote  for  treating  crossties  and  other  lumber  projects 

needed  by  the  Korea  National  Railway  for  rehabilitation  and  maintenance. 

3.  Estimated  total  cost:  $389,325  (estimated). 

4.  United  States  contribution  in  percent:  100  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar  _ 

$181, 496 

$200,000 

3,200 

(6)  Counterpart 

$4,629 

5.  Local  contribution  in  percent:  None.  See  Remarks. 

6.  Engineering  costs:  $1,000  (United  States).  Included  in  local  labor  costs. 

7.  Status:  Arrivals  against  fiscal  year  1954  100  percent  complete  in  December 

1954.  LYilization  delayed  by  nonarrival  of  crossties  in  Korea.  Ties  began 
arriving  in  July.  Utilization  of  creosote  (fiscal  year  1954)  62  percent  as  of 
September  30.  PA  issued  against  the  1956  project. 

8.  Estimated  completion  date:  Fiscal  year  1954  creosote  will  be  completely 

utilized  by  December  31,  1955.  Fiscal  year  1956  creosote  will  be  completely 
utilized  by  December  31,  1956. 

Remarks:  Included  against  the  imported  untreated  railway  tie  projects. 

Transportation  Branch 

1.  Project  title:  Railway  construction  (fiscal  year  1956). 

Type:  Transportation. 

Location:  Yongwol-Hambaik,  Ch’ungju-Pongyang,  Chomuch’on-Andong. 

2.  Benefits:  The  Yongwol-Hambaik  rail  extension  is  the  last  section  of  a rail  line 

projected  from  Chech’on  to  the  rich  Hambaik  coalfields.  This  will  imme- 
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(Lately  provide  a near  source  of  coal  for  the  Yongwol  powerplant,  the  largest 
in  Korea.  The  funds  available  the  Chungju-Pongyang  and  Chomuch’on- 
Andong  lines  will  provide  for  the  commencement  of  these  rail  connections 
badly  needed  in  the  Korean  transportation  system. 

3.  Estimated  total  cost:  $4,011,790  (estimate). 

4.  United  States  contribution  in  percent:  99.1  percent: 


Fiscal  year  53 

Fiscal  year  54 

Fiscal  year  56 

(a)  Dollar 

$1, 400, 000 
2, 577,  790 

( b ) Counterpart 

5.  Local  contribution  in  percent:  0.9  percent: 


Fiscal  year  53 

Fiscal  year  54 

Fiscal  year  56 

Supervisory  engineering 

$12,000 

$20,000 

$2,000 

6.  Engineering  costs:  $34,000  (local).  Included  in  local  labor  costs. 

7.  Status:  PPA  submitted  to  ICA/W. 

8.  Estimated  completion  date:  Yongwol-Hambaik  June  30,  1956;  Chomuch’on- 

Andong  September  30,  1956;  Chungju-Pongyang  June  30,  1958. 

Transportation  Branch 

1.  Project  title:  Railway  signal  equipment. 

Type:  Transportation. 

Location:  Yongdung-po,  and  along  various  lines  of  the  Korea  National 
Railway. 

2.  Benefits:  Provides  materials  for  restoration  of  signal  frame,  installation  of 

crossing  barriers,  restoration  of  tablet  block  systems,  and  repair  of  station 
signal  apparatus.  Essential  to  operational  control  and  safety. 

3.  Estimated  total  cost:  $263,000  (estimate). 

4.  United  States  Contribution  in  percent:  99.3  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar _ _ 

$104,000 

$100,000 

( b ) Counterpart 

$57,200 

Local  contribution  in  percent:  0.7  percent: 

Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Supervisory  engineering 

$1,000 

$800 

6.  Engineering  costs : $1,800  (local).  Included  in  local  labor  costs. 

7.  Status:  All  material  on  fiscal  year  1954  project  arrived  by  August  31,  1955. 

Preparatory  work  for  installation  started  September  1955.  5 percent  com- 
pletion of  installation  September  30,  1955.  Total  project,  all  fiscal  years: 
51  percent  arrivals,  3 percent  installation. 

8.  Estimated  completion  date:  March  31,  1956. 

Remarks:  Supervisory  engineering  paid  from  Korea  National  Railway  normal 
budget. 

Transportation  Branch 

1.  Project  title:  Han  River  railway  bridge. 

Type:  Transportation. 

Location:  Across  Han  River  just  outside  of  Seoul. 

2.  Benefits:  Provides  for  the  reconstruction  of  w'ar-damaged  spans  of  this  im- 

portant double  tracked  railway  bridge,  essential  to  traffic  in  and  out  of 
Seoul. 
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3.  Estimated  total  cost:  $2,271,750  (estimated). 

4.  United  States  contribution  in  percent:  99.4  percent: 


Fiscal  year  1953 

Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar  

$634,583 

$24,000 

(6)  Counterpart 

742, 967 

$857,200 

Local  contribution  in  percent:  0.6  percent: 

Fiscal  year  1953 

Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Supervisory  engineering 

$6,500 

$500 

$1,000 

$5,000 

6.  Engineering  costs:  $13,000  (local).  Included  in  local  labor  costs: 

7.  Status:  96  percent  arrival  of  materials,  24  percent  installation  on  fiscal  year 

1954  portion  as  of  September  30.  Total  project  all  fiscal  yeais:  92  percent 
arrivals,  23  percent  installation.  No  bids  received  on  steel  items  in  response 
first  invitation  to  bid.  Bids  due  on  new  invitation  October  20,  1955. 

8.  Estimated  completion  date:  December  31,  1956. 

Remarks:  Korea  National  Railway  contribution  is  for  design,  drawings  and 
preparation  of  bills  of  materials  for  new  spans. 

Transportation  Branch 

1.  Project  title:  Procurement  of  used  steam  locomotives. 

Type:  Transportation. 

2.  Benefits:  Provides  for  purchase  of  15  used  steam  locomotives.  To  alleviate 

the  shortage  of  motive  power  on  the  Korea  National  Railway.  This  will 
partially  meet  needs  for  additional  motive  power  to  operate  newly  con- 
structed lines  on  Korea  National  Railway  and  to  handle  increased  tonnages 
due  to  increased  coal  production  and  general  rise  in  economic  activity. 

3.  Estimated  total  cost:  $410,000  (est.). 

4.  United  States  contribution  in  percent:  100  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar 

$285,000 

( b ) Counterpart 

$125,000 

. Local  contribution  in  percent:  None. 

. Engineering  costs:  None. 

. Status:  PA  issued. 

. Estimated  completion  date:  February  28,  1956. 

Transportation 

1.  Project  title:  Cargo  handling  equipment. 

Type:  Transportation. 

Location:  Material  allocated  to  several  main  ports  and  railroads  of  Korea. 

2.  Benefits:  Provides  equipment  such  as  cranes,  fork  lifts,  tractor-trailer,  barges, 

and  tarpaulins  for  use  in  cargo  operations  in  ports  and  railheads  of  Korea. 

3.  Estimated  total  cost:  $1,663,599  (estimate). 

4.  United  States  contribution  in  percent:  64.8  percent: 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$1,050,000 

(6)  Counterpart 

$28, 599 
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5.  Local  contribution  in  percent:  35.2  percent: 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Labor 

70, 000 
210, 000 

75, 000 
230, 000 

(b)  Other. 

6.  Engineering  costs:  None. 

7.  Status:  All  materials  have  arrived  except  one  lot  of  spare  parts  for  crane- 

shovels.  Arrivals  98  percent  complete.  Utilization  of  equipment  90  per- 
cent complete  by  September  30.  Some  equipment  deadlined  for  lack  of 
essential  parts  pilfered  during  discharge.  Arrangements  being  made  to 
secure  these  parts. 

8.  Estimated  completion  date:  November  15,  1955  (all  equipment  in  service). 

Transportation  Branch 

1.  Project  title:  Cl-MAV-1  vessels. 

Type:  Transportation. 

2.  Benefits:  Provides  eight  Cl-MAV-1  type  dry  cargo  vessels  to  replace  overage, 

uneconomical  units  of  Korean  maritime  fleet. 

3.  Estimated  total  cost:  $8,590,000  (estimated). 

4.  United  States  contribution  in  percent:  70.1  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$6, 000, 000 

(b)  Counterpart 

0 

5.  Local  contribution  in  percent:  29.9  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Labor 

$250, 000 
500, 000 

$600, 000 
1, 200, 000 

(bj  Other 

6.  Engineering  costs:  None. 

7.  Status:  One  vessel  purchased  so  far  at  cost  of  $750,000.  One  promised  De- 

cember 15,  1955. 

8.  Estimated  completion  date:  April  30,  1956. 

Transportation  Branch 

1.  Project  title:  Port  and  harbor  rehabilitation  equipment. 

Type:  Transportation. 

Location:  Allocated  to  most  important  Korean  ports. 

2.  Benefits:  Provides  for  minimum  replacement  of  war-lost  or  war-damaged 

equipment  such  as  cranes,  bulldozers,  welders,  fork  lifts,  diving  outfits,  and 
similar  items. 

3.  Estimated  total  cost:  $804,843  (estimated). 

4.  United  States  contribution  in  percent:  89.4  percent: 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

In')  Dollar  _ 

$678,  000 

(6)  Counterpart. 

$41. 843 
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-5.  Local  contribution  in  percent:  10.6  percent: 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

T.fthnr  ... - 

$40,000 

$45,000 

■6.  Engineering  costs:  None. 

7.  Status:  85  percent  arrivals,  75  percent  installation  (utilization)  as  of  Sep- 

tember 30.  Some  equipment  still  being  assembled. 

8.  Estimated  completion  date:  November  15,  1955.  (All  equipment  will  be  in 

service.) 

Transportation  Branch 

1.  Project  title:  Small  shipyard  rehabilitation — Inch/on  Shipbuilding  Co. 

Type:  Transportation  (small  enterprises). 

Location:  Inch’on. 

2.  Benefits:  Provides  equipment  and  machinery  to  expand  and  modernize  this 

small  shipyard,  part  of  the  overall  development  of  the  maritime  industry. 

3.  Estimated  total  cost:  $235,200  (estimated). 

4.  United  States  contribution  in  percent:  29.0  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$63, 750 

(6)  Counterpart 

$4,420 

5.  Local  contribution  in  percent:  71.0  percent: 


Fiscal  year 
1956 

Fiscal  year 
1956 

(a)  Labor 

$60,000 

11,250 

15,000 

$60,000 

780 

20,000 

(6)  Cash  contribution 

(c)  Other 

6.  Engineering  costs:  None. 

7.  Status:  PA  issued. 

8.  Estimated  completion  date:  March  31,  1956. 

Transportation  Branch 

1.  Project  title:  Small  shipyard  rehabilitation — Pango-jin,  P’chang. 

Type:  Transportation  (small  enterprises). 

Location:  P’chang. 

2.  Benefits:  Provides  equipment  and  machinery  to  expand  and  modernize  this 

small  shipyard,  part  of  the  overall  development  of  the  maritime  industry. 

3.  Estimated  total  cost:  $364,118  (estimated) . 

4.  United  States  contribution  in  percent:  44.1  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$148,  750 

(b)  Counterpart. 

$12,000 
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5.  Local  contribution  in  percent:  55.9  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Labor 

$60, 000 
26,  250 
95  non 

®AA  AAA 

( b j Cash  contribution 

«pOU,  UuU 
2,118 
qa  nnn 

(c)  Other 

ou,  UUU 

6.  Engineering  costs:  None. 

7.  Status:  PA  issued. 

8.  Estimated  completion  date:  March  31,  1956. 

Transportation  Branch 

1.  Project  title:  Port  and  harbor  warehouses. 

Type:  Transportation. 

Location:  Main  ports  of  Korea  (Inchon,  Changhang,  Kunsan,  Mokpo  Yosu, 
Masan,  Pusan,  Pohang,  Mukho). 

"2.  Benefits:  Provides  for  procurement  of  42  prefabricated  steel  warehouses  to  be 
erected  in  9 Korean  ports. 

3.  Estimated  total  cost:  $2,278,000  (estimated). 

4.  United  States  contribution  in  percent:  91.6  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar 

$1, 000, 000 

(b)  Counterpart 

$1, 038, 000 

5.  Local  contribution  in  percent:  8.4  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Labor - ... 

$40, 000 
50, 000 

$40, 000 
60,000 

(6)  Other 

6.  Engineering  costs:  $1,000  (local)  (included  in  local  labor  costs). 

7.  Status:  PA  issued.  Bids  expected  to  be  called  in  November  1955. 

8.  Estimated  completion  date:  September  30,  1956. 

Transportation  Branch 

1.  Project  title:  Railway  rehabilitation,  small  bridges. 

Type:  Transportation. 

Location:  Bridges:  (1)  Sum  River  near  Yangdong;  (2)  Puk  Han  River  near 
Paldang;  (3)  I won  River  south  of  Taejon. 

2.  Benefits:  Fiscal  year  1954  project  provides  construction  materials  and  equip- 

ment to  repair  a total  of  9 spans  of  3 important  bridges  on  the  Korean 
National  Railroad  which  have  only  been  temporarily  repaired  since  the  war. 
Fiscal  year  1956  continues  repair  program  on  other  bridges. 

3.  Estimated  total  cost:  $309,535  (estimated).  i 

4.  United  States  contribution  in  percent:  98.8  percent: 


.... 

Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar 

$140, 000 

$30,  000 
35,  568 

( b ) Counterpart 

$100,  367 
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5.  Local  contribution  in  percent:  1.2  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Supervisory  engineering  and  labor 

$2,600 

$1,000 

6.  Engineering  costs:  $1,000  (local)  (included  in  local  labor  costs). 

7.  Status:  65  percent  arrivals  in  Korea  on  fiscal  year  1954  project  as  of  September 

30.  However,  many  first  phase  items  still  outstanding  due  to  defaulted 
contracts  delaying  commencement  of  installation.  Total  project  all  fiscal 
years:  54  percent  arrivals,  0 percent  installation. 

8.  Estimated  completion  date:  June  30,  1956. 

Transportation  Branch 

1.  Project  title:  Railroad  shop  equipment. 

Type:  Transportation. 

Location:  Various  shops  of  Korean  National  Railroad. 

2.  Benefits:  Provides  for  machine  tools  and  equipment  to  effect  about  25  per- 

cent of  remaining  essential  rehabilitation  of  war  damage  to  Korean  National 
Railroad  workshops.  Amount  of  repairs  to  rail  equipment  that  can  be 
accomplished  should  increase  greatly. 

3.  Estimated  total  cost:  $450,956  (estimated). 

4.  United  States  contribution  in  percent:  99.8  percent: 


Fiscal  Year 
1954 

Fiscal  Year 
1955 

Fiscal  Year 
1956 

( a ) Dnllar  _ _ 

$300,000 

$80,000 
69, 956 

(h)  Cnnntprpart.  . . 

5.  Local  contribution  in  percent:  0.2  percent: 


Fiscal  year 

Fiscal  year 

Fiscal  year- 

1954 

1955 

1956 

Supervisory  engineering 

$500 

$500 

6.  Engineering  costs:  $1,000  (local)  included  in  local  labor  costs. 

7.  Status:  PA  issued  against  the  1955  program.  Invitation  to  bid  on  Fiscal 

Year  1955  project  will  be  issued  by  OSROK  on  near  future. 

8.  Estimated  completion  date:  December  31,  1955. 

Transportation  Branch 

1.  Project  title:  Railroad  crossties,  switch  ties,  bridge  ties. 

Type:  Transportation. 

Location:  Use  throughout  the  Korean  National  Railroad. 

2.  Benefits:  Provides  ties  for  rehabilitation  of  Korean  National  Railroad  track 

mainly  on  branch  lines  and  in  southwest  area.  The  track  of  these  lines  was 
seriously  deteriorated  and  in  many  cases  in  dangerous  condition. 

3.  Estimated  total  cost:  $2,135,778  (estimate). 

4.  United  States  contribution  in  percent:  92  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar.- 

$807, 000 

$1, 000, 000 

(b)  Counterpart.. 

$168, 778 
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5.  Local  contribution  in  percent:  8 percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Labor 

$59, 000 
1, 000 

$99,000 

1,000 

(6)  Supervisory  engineering 

6.  Engineer  costs:  $2,000  (local),  included  in  local  labor  costs. 

7.  Status:  Fiscal  year  1954  project:  100  percent  arrivals,  15  percent  installation 

as  of  September  30.  Total  project  all  fiscal  years:  45  percent  arrivals, 
7 percent  installation. 

8.  Estimated  completion  date:  June  30,  1957. 

Transportation  Branch 

1.  Project  title:  Railway  track  materials. 

Type:  Transportation. 

Location:  Use  throughout  the  Korean  National  Railroad. 

2.  Benefits:  Provides  track  materials  and  track  maintenance  equipment  for 

essential  maintenance  and  rehabilitation  on  the  Korean  National  Railroad. 

3.  Estimated  total  cost:  $457,987  (estimated). 

4.  United  States  contribution  in  percent:  96.0  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar 

$206,000 

$90, 000 
136, 747 

( b ) Counterpart 

$7, 240 

5.  Local  contribution  in  percent:  4.0  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Labor... 

$5, 000 
1, 000 

$10,000 

2,000 

(b)  Supervisory  engineering 

6.  Engineering  costs:  $3,000  (local),  included  in  local  labor  costs. 

7.  .Status:  Fiscal  year  1954  portion  of  project:  88  percent  arrivals,  45  percent 

installation  as  of  September  30.  Total  project  all  fiscal  years:  61  percent 
arrivals,  31  percent  installation. 

8.  Estimated  completion  date:  June  30,  1956. 

Transportation  Branch 

1.  Project  title:  Railroad  power  supply  facilities  rehabilitation. 

Type:  Transportation. 

Location:  Various  lines  of  Korean  National  Railroad. 

2.  Benefits:  Provides  essential  materials  and  equipment  for  partial  restoration 

of  power  supply  facilities  of  Korean  National  Railroad.  These  facilities 
provide  power  supply  to  backshops,  electric  pumps  for  water  installations, 
lighting  of  stations,  and  freight  yards,  etc. 

3.  Estimated  total  cost:  $318,000  (estimated). 

4.  United  States  contribution  in  percent:  98.7  percent: 


Fiscal  year 
1954 

Tiscal  year 
1955 

Fiscal  year 
1956 

(n.l  Dollar 

$172, 000 

(b)  Connf-.ftrpart,  _ _ 

$142,000 
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5.  Local  contribution  in  percent:  1.3  percent: 


Fiscal  year 

Fiscal  year 

Fiscal  year 

1954 

1955 

1956 

Supervisory  engineering 

$2,000 

$2,000 

6.  Engineering  costs:  $6,000  ($4,000  local,  $2,000  United  States)  included  in 

local  labor  costs. 

7.  Status:  Contracting  complete  by  July  31,  1955.  No  arrivals  as  of  September 

30. 

8.  Estimated  completion  date:  June  30,  1956. 

Transportation  Branch 

1.  Project  title:  Dredge  Raymond — Rehabilitation — Materials  and  Parts. 

Type:  Transportation. 

Location:  Dredge  presently  in  Pusan. 

2.  Benefits:  Provides  parts  and  equipment  for  essential  overhaul  and  rehabilita- 

tion of  the  dredge  Asan  Man  (ex  Raymond) , purchased  without  repairs  from 
United  States  Army  under  military  rollup  program. 

3.  Estimated  total  cost:  $343,600. 

4.  United  States  contribution  in  percent:  59.8  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$100,000 

(f>)  Counterpart 

$105, 600 

Local  contribution  in  percent:  40.2  percent: 

Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Labor 

$50,000 

8,000 

$60,000 

20,000 

(6)  Other __ 

6.  Engineering  costs:  None. 

7.  Status:  PA  issued.  Procurement  underway  but  no  arrivals  to  date. 

8.  Estimated  completion  date:  February  29,  1956. 

Transportation  Branch 

1.  Project  title:  Marine  navigational  aids  rehabilitation. 

Type:  Transportation. 

Location:  Coast  of  South  Korea. 

2.  Benefits:  Provides  for  repair  and  modernization  of  50  marine  navigational  aids 

along  the  coasts  of  Korea  essential  for  safe  navigation  of  vessels  along  Korean 
coast. 

3.  Estimated  total  cost:  $1,609,200. 

4.  United  States  contribution  in  percent:  45.6  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar 

$285, 000 

(b)  Counterpart 

$449, 200 
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5.  Local  contribution  in  percent:  54.4  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(o)  Labor 

$150, 000 
260, 000 

$175, 000 
290, 000 

(6)  Other 

6.  Engineering  cost:  None. 

7.  Status:  Procurement  in  the  hands  of  GSA  through  the  United  States  Coast 

Guard.  PAs  have  been  issued.  No  other  information  available.  One 
KCAC  marine  specialist  and  one  ROK  lighthouse  engineer  to  go  to  Wash- 
ington to  assist  United  States  Coast  Guard  on  procurement.  Departing 
in  October  1955. 

8.  Estimated  completion  date:  September  30,  1956. 

Transportation  Branch 

1.  Project  title:  Railroad  construction — Spur  to  fertilizer  plant. 

Type:  Transportation. 

Location:  Extension  from  Chunju  station. 

2.  Benefits:  Provides  for  a rail  spur  to  new  FOA-funded  fertilizer  plant  in  order 

to  furnish  essential  rail  transportation  to  this  enterprise.  Will  provide  for 
transportation  of  construction  materials  into  site;  also  for  delivery  of  fer- 
tilizer later,  as  well  as  continuing  supply  of  fuel. 

3.  Estimated  total  cost:  $1,402,000. 

4.  United  States  contribution  in  percent:  99.8  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

fa)  Dollar  _ . . 

$350, 000 

(ft)  Counterpart; 

$1,050,000 

5.  Local  contribution  in  percent:  0.2  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

Supervisory  engineering.. 

$2,000 

6.  Engineering  costs:  $2,000  (local)  (included  in  local  labor  costs) . 

7.  Status:  PA  issued.  No  procurement  action  started  by  OSROK. 

8.  Estimated  completion  date:  June  30,  1956. 

Transportation  Branch 

1.  Project  title:  Small  shipyard  rehabilitation — Han’guk,  Pusan. 

Type:  Transportation  (small  enterprises). 

Location:  Pusan. 

2.  Benefits:  Provides  equipment  and  machinery  to  expand  and  modernize  this 

small  shipyard,  part  of  the  overall  development  of  the  maritime  industry. 

3.  Estimated  total  cost:  $344,118. 

4.  United  States  contribution  in  percent:  46.7  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar  _ 

$148, 750 

(h)  Counterpart  _ 

$12, 000 

-iCi 
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5.  Local  contribution  in  percent:  53.3  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Labor „ 

$60,000 
26, 250 
15,000 

$60,000 

2,118 

20,000 

(bj  Cash  contribution 

(rj  Other  . 

. Engineering  costs:  None. 

(.  Status:  PA  issued. 

8.  Estimated  completion  date: 


March  31,  1956. 


Transportation  Branch 

1.  Project  title:  Small  shipyard  rehabilitation — Taeyang  Shipbuilding  Co.,  Yosu. 
Type:  Transportation  (small  enterprises). 

Location:  Yosu. 

2.  Benefits:  Provides  equipment  and  machinery  to.  expand  and  modernize  this 

small  shipyard,  part  of  the  overall  development  of  the  maritime  industry. 

3.  Estimated  total  cost:  $143,400. 

4.  United  States  contribution  in  percent:  31.6  percent: 


Fiscal  year 
1955 

Fiscal  vear 
1956 

(a)  Dollar 

$42,  500 

(6)  Counterpart 

$2, 890 

5.  Local  contribution  in  percent:  68.4  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Labor 

$25, 000 
7,  500 
15,000 

$30, 000 
510 

(bj  Cash  contribution 

(c)  Other 

20,000 

6.  Engineering  cost:  None. 

7.  Status:  PA  issued. 

8.  Estimated  completion  date:  March  31,  1956. 

Transportation  Branch 

1.  Project  title:  Port  and  harbor  rehabilitation. 

Type:  Transportation. 

Location:  Ports:  Hanjin,  Moochangpo,  Aeyun-Do,  Changhang,  Kunsan, 
Uchungdo,  Xungyungdo,  Yundo,  Mokpo,  Yosu,  Lalodo,  Pungnam  Chang- 
chaedo,  Cyukpajin,  Uido,  Dachuksan-Do,  Cheju,  Mosulpo,  Sungsanpo, 
Whasoon,  Sukypo,  Pusan,  Samchunpo,  Tongyung,  Changsungpo,  Bang- 
ujin,  Kosung,  Koje,  Chintong,  Tangdong,  Sunso,  Sungpo,  Pohang,  Gampo, 
Koolyungpo,  Kangkoo,  Chuksan  Chumboo,  Chudong,  Mukho,  Hoopo, 
Chukbyun,  Coomoonjin,  Imwon. 

2.  Benefits:  Provides  for  harbor  construction  and  rehabilitation  (piers,  break- 

waters, etc.)  in  52  Korean  ports,  including  provision  for  19  warehouses 
in  5 of  the  key  ports. 

3.  Estimated  total  cost : $20,693,837  (estimated). 

4.  LTnited  States  contribution  in  percent:  97.3  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar 

$2,  212, 000 

$500,000 
1, 993, 137 

$663, 500 
14,  780, 200 

(b)  Counterpart 
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5.  Local  contribution  in  percent:  2.7  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Labor 

$25,000 

150,000 

$25,000 

160,000 

$25,000 

160,000 

(6)  Other 

6.  Engineering  costs:  $470,000  (local).  Included  in  local  labor  costs. 

7.  Status:  43  percent  arrivals,  26  percent  installation  as  of  September  30  on 

overall  project. 

8.  Estimated  completion  date:  June  30,  1957. 

Transportation  Branch 

1.  Project  title:  KNR  freight  sheds  and  warehouses. 

Type:  Transportation. 

Location:  Principal  stations  on  KNR  outside  Pusan  perimeter. 

2.  Benefits:  Provides  for  procurement  of  12  prefabricated  steel  warehouses  and  2 

freight  sheds,  and  materials  necessary  for  erection.  Warehouses  needed  at 
key  stations  on  KNR.  Much  transportation  capacity  is  now  limited  by  ware- 
house facilities  and  much  damage  now  accrues  to  goods  in  transit.  Both 
conditions  are  expected  to  be  relieved  with  additional  warehouses. 

3.  Estimated  total  cost:  $516,000  (estimated). 

4.  United  States  contribution  in  percent:  98.8  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar 

$255, 000 

(b)  Counterpart 

$255, 000 

5.  Local  contribution  in  percent:  1.2  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

Supervisory  engineering 

$4, 000 

$2,000 

6.  Engineering  costs:  $6,000  (local).  Included  in  local  labor  costs. 

7.  Status:  PA  issued  June  1955.  No  procurement  action  taken  by  OSROK. 

8.  Estimated  completion  date:  July  31,  1956. 

Transportation 

1.  Project  title:  KFC  warehouses. 

Type:  Transportation. 

Location:  At  the  20  most  important  KNR  stations  outside  the  Pusan 
perimeter. 

2.  Benefits:  Provides  for  procurement  of  cement  and  35  prefabricated  steel  ware- 

houses to  restore  to  Korea  forwarding  companies  some  19,600  square  meters 
of  warehouse  space  in  20  Korean  towns.  Much  transportation  capacity  is 
now  limited  by  warehouse  facilities  and  much  damage  now  accrues  to  goods 
in  transit.  Both  conditions  are  expected  to  be  relieved  with  additional 
warehouses. 

3.  Estimated  total  cost:  $589,059  (estimated). 

4.  United  States  contribution  in  percent:  85  percent: 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

( n ) Dollar  

$297, 500 

(6)  Counterpart..  ..  

$203,200 

SECOND  SUPPLEMENTAL  APPROPRIATION  mEL.  1959  777 


5.  Local  contribution  in  percent:  15  percent: 


• 

Fiscal  year 

Fiscal  year 

Fiscal  year 

1954 

1955 

1956 

Cash  contribution 

$52,500 

$35, 859 

6.  Engineering  costs:  $11,780  (local).  Included  in  local  labor  costs. 

7.  Status:  Bids  received  in  OSROK  August  1955.  At  evaluation  conference 

September  1955  all  bids  were  rejected  despite  United  States  technical  recom- 
mendation that  at  least  two  bids  met  the  specifications.  Matter  still  under 
consideration  by  OEC  as  to  action  to  be  taken. 

8.  Estimated  completion  date:  December  31,  1956. 

Transportation  Branch 

1.  Project  title:  Streetcar  rehabilitation  and  used  streetcars. 

Type:  Transportation. 

Location:  Seoul,  Yongdongp’o,  and  Pusan. 

2.  Benefits:  Provides  for  rehabilitation  of  56  streetcars  and  purchase  of  some 

89  used  streetcars  from  the  United  States  to  improve  urban  transit  in  these 
cities.  This  FR  is  a step  toward  restoring  the  street  railway  transporta- 
tion capacity,  but  due  to  fund  limitations  does  not  cope  with  the  increased 
needs  for  city  transportation  under  crowded  postwar  conditions. 

3.  Estimated  total  cost:  $1,272,597  (estimated). 

4.  United  States  contribution  in  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$765, 000 

$180, 000 
140,760 

(£>)  Counterpart 

5.  Local  contribution  in  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

Cash  contribution 

$135, 000 

$51, 837 

6.  Engineering  costs:  $10,000  (local).  Included  in  local  labor  costs. 

7.  Status:  PA’s  issued  against  the  1955  program.  Project  proposal  has  gone 

to  Washington  on  1956  program. 

8.  Estimated  completion  date: 

Fiscal  year  1955  project:  Sept.  30,  1956. 

Fiscal  year  1956  project:  June  30,  1957. 

Transportation  Branch 

1.  Project  title:  Pusan  Iron  Works. 

Type:  Transportation  (small  enterprises). 

Location:  Pusan. 

2.  Benefits:  Provides  machine  tools  and  other  equipment  to  rehabilitate  and  ex- 

pand this  plant. 

3.  Estimated  total  cost:  $7,286,000  (estimated). 

4.  United  States  contribution  in  percent:  24.9  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$1, 700, 000 

(6)  Counterpart 

$115,  600 
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5.  Local  contribution  in  percent:  75.1  percent: 


(а)  Labor 

(б)  Cash  Contribution 

(c)  Other 


6.  Engineering  cost:  None. 

7.  Status:  PA  issued. 

8.  Estimated  completion  date:  March  31,  1956. 

Transportation  Branch 


Fiscal  year 

Fiscal  year 

1955 

1956 

$900, 000 

$950, 000 

300, 000 

20,400 

1, 600, 000 

1, 700, 000 

1.  Project  title:  Cargo  vessels  and  equipment. 

Type:  Transportation. 

2.  Benefits:  Provides  for  the  procurement  of  the  maximum  number  of  fishing 

and  small  cargo  vessels  of  various  types  within  the  amount  of  available  funds. 

3.  Estimated  total  cost:  $7,300,000  (estimated). 

4.  United  States  contribution  in  percent:  41  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar 

$3, 000, 000 

5.  Local  contribution  in  percent:  59  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Labor . 

$400, 000 
900, 000 

$900, 000 

(ft)  Other  - 

2, 100, 000 

6.  Engineering  costs:  None. 

7.  Status:  Four  small  cargo  vessels  under  construction  in  Hong  Kong.  No 

deliveries  yet.  Negotiations  in  progress  on  balance. 

8.  Estimated  completion  date:  June  30,  1956. 

Transportation  Branch 

1.  Project  title:  Railway  construction  to  KA  training  center  (Kangkyong  Yun- 

mundae) . 

Type:  Transportation. 

Location:  Kangkyong  to  Yunmundae. 

2.  Benefits:  Provides  for  construction  of  a 10.2  kilometer  rail  spur  to  Korean 

Army  training  center  No.  2.  Militarily  necessary  for  troop  and  supply 
transportation. 

3.  Estimated  total  cost:  $901,000  (estimated). 

4.  United  States  contribution  in  percent:  98.8  percent. 


Fiscal  year 


Fiscal  year 


(а)  Dollar 

(б)  Counterpart. 


1955 


1956 


$240, 000 


$650,  000 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  195  9 779 


5.  Local  contribution  in  percent:  1.2  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

Siipfirvisnry  ensineprinp  . 

$7,000 

$4,000 

6.  Engineering  costs:  $11,000  (local).  Included  in  local  labor  costs. 

7.  Status:  PA  issued.  No  procurement  action  started. 

8.  Estimated  completion  date:  June  30,  1956. 

Transportation  Branch 

1.  Project  title:  Narrow  gage  freight  cars  (100). 

Type:  Transportation. 

Location:  Inch’on — ’Suwon — Yosu  Line  of  Korean  National  Kanway. 

2.  Benefits:  Provides  additional  badly  needed  narrow  gage  rolling  stock  for 

these  2 narrow  gage  lines.  Total  of  100  cars,  50  each  boxcars  and  gondolas. 

3.  Estimated  total  cost:  $333,717  (estimated). 

4.  United  States  contribution  in  nercent:  100  percent: 


Fiscal  year 
1954 

Fiscal  year 
1955 

(a)  Dollar  --  

$300, 000 

(6)  Counterpart --  

$33,717 

5.  Local  contribution  in  percent:  0 percent. 

6.  Engineering  costs:  $10,000  (US).  Included  in  local  labor  costs. 

7.  Status:  All  car  components  arrived  in  February  1955,  except  some  spare  parts 

which  arrived  by  the  end  of  May.  Erection  completed  in  April  1955. 
Cars  now  in  service. 

8.  Estimated  completion  date:  Completed. 

Transportation  Branch 

1.  Project  title:  Small  shipyard  rehabilitation — Han’guk  Shipbuilding  Co., 

Kunsan. 

Type:  Transportation  (small  enterprises). 

Location:  Kunsan. 

2.  Benefits:  Provides  equipment  and  machinery  to  expand  and  modernize  this 

small  shipyard,  part  of  the  overall  development  of  the  maritime  industry. 

3.  Estimated  total  cost:  $143,400  (estimated). 

4.  United  States  contribution  in  percent:  31.6  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar..  . .. 

$42,500 

(b)  Counterpart 

$2, 890 

5.  Local  contribution  in  percent:  68.4  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Labor. . 

$25, 000 
7,500 
15,000 

$30, 000 
510 

20,  000 

(b)  Cash  contribution 

(c)  Other.  _ ...  ..  . . . . . 

6.  Engineering  costs:  None. 

7.  Status:  PA  issued. 

8.  Estimated  completion  date:  March  31,  1956. 
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1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

1. 

2. 


3. 

4. 


5. 


Transportation  Branch 


Project  title:  “Bunker  C”  fuel  oil  storage  facilities. 

Type:  Transportation. 

Location:  Ulsan. 

Benefits:  Will  provide  storage  facilities  for  bunker  C fuel  oil  to  be  used  as  fuel 
in  the  boilers  at  3 new  thermal  powerplants  now  under  construction  with 
FOA  funds. 

Estimated  total  cost:  $460,000. 


United  States  contribution  in  percent:  54.3  percent, 
(a)  Dollar 


Fiscal  year 
1966 

$250,  000 


Local  contribution  in  percent:  45.7  percent. 

(а)  Labor 180,  000 

(б)  Other 30,  000 

Engineering  costs:  None. 

Status:  PPA  forwarded  to  OEC. 

Estimated  completion  date:  December  31,  1956. 


Transportation  Branch 

Project  title:  Railroad  construction,  Chomuch’on,  Unsong  (Mo’ng  Yong). 

Type:  Transportation. 

Location:  Between  Chomuch’on  and  Unsong. 

Benefits:  Provides  standard-gauge  rail  connection  between  main  system  of 
Korean  National  Railway  and  important  Unsong  coal  mine,  replacing 
inadequate  and  deteriorated  narrow  gauge  system.  Will  allow  transporta- 
tion capacity  for  expansion  of  Unsong  coal  mine  with  resultant  benefit  to 
Korean  economy. 

Estimated  total  cost:  $2,490,065  (estimate). 

United  States  contribution  in  percent:  98.3  percent: 


Fiscal  year 
1953 

Fiscal  year 
1954 

Fiscal  year 
1955 

(a)  Dollar 

$477, 000 
429, 071 

(b)  Counterpart 

$1,  540, 994 

Local  contribution  in  percent:  1.7  percent: 


Fiscal  year 

Fiscal  year 

Fiscal  year 

1953 

1954 

1955 

Supervisory  engineering 

$24,000 

$14,000 

$5,000 

6.  Engineering  costs:  $157,000  ($43,000  local,  $114,000  United  States)  Included 

in  local  labor  costs. 

7.  Status:  No  arrivals  as  of  September  30,  yet  construction  is  100  percent  com- 

plete utilizing  local  and  borrowed  materials.  Materials  arriving  on  this 
project  will  be  utilized  to  repay  this  borrowed  material. 

8.  Estimated  completion  date:  Complete. 

Transportation  Branch  i 

1.  Project  title:  Railway  communications  rehabilitation. 

Type:  Transportation. 

Location:  Throughout  Korea  National  Railway  system. 

2.  Benefits:  Provides  for  partial  rehabilitation  of  the  Korea  National  Railway 

communications  system.  Essential  to  operational  control. 

3.  Estimated  total  cost:  $416,600  (estimate). 
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4.  United  States  contribution  in  percent:  99.3  percent. 


Fiscal  year  1S54 

Fiscal  year  1S55 

Fiscal  year  IS 56 

(а)  Dollar — 

(б)  Counterpart 

1 ' 

$240,000 

$173,600 

5.  Local  contribution  in  percent:  0.7  percent: 


Fiscal  year  1954  Fiscal  year  1955  Fiscal  year  1S56 


Supervisory  engineering $2,000  $1,000 


6.  Engineering  costs:  83,000  (local).  Included  in  local  labor  costs. 

7.  Status:  12  percent  arrivals.  0 percent  installation  as  of  September  30. 

S.  Estimated  completion  date:  June  30.  1956. 

Remarks:  Supervisory  engineering  paid  from  Korea  National  Railway  normal 
budget. 

(Fiscal  year  1954) 

Communications  Branch 

1.  Project  title:  Telephone  poles. 

Type:  Communications. 

Location:  Korea. 

2.  Benefits:  This  project  provides  c-reosoted  wood  poles  for  the  rehabilitation  of 

existing  power  and  communication  lines;  and  for  the  construction  of  new 
power  and  communication  lines. 

3.  Total  cost:  8780,096. 

4.  United  States  contribution:  100  percent: 


Fiscal  Year 

Fiscal  ve-ar 

F iscal  vear 

1954 

1955 

1956 

Dollar 

Counterpart— 

$500,000 

$7S,  802 

$201,  294 

Note. — Counterpart  rones  represent  only  those  funds  requested  by  the  Ministry  of  Communi* 
caucus  and  the  national  police. 


8. 


Local  contributions:  None. 

Engineering  costs:  None. 

Status:  Delivery  of  materials  was  completed  during  January  1955.  Instal- 
lation of  poles  has  been  hampered  by  the  Ministry  of  Communications 
shortage  of  hwan.  Installation  of  2. 849  poles  by  national  police  is  expected 
to  start  during  October  1955  and  will  be  completed  during  December  1955. 

Estimated  completion  date:  January  1958. 


Communications  Branch 


1.  Project  title:  Seoul  Central  Telephone  Exchange. 

Type:  Communications. 

Location:  Seoul. 

2.  Benefits:  This  project  provides  for  the  rehabilitation  and  expansion  of  local 

telephone  facilities  for  the  city  of  Seoul.  Upon  completion  of  this  project, 
central  office  equipment  capable  of  handling-  approximately  20.000  local 
lines  will  be  available.  This  will  furnish  communications  for  an  estimated 
population  of  million  and  a half  to  2 million. 

3.  Total  cost:  84.651.940  estimate,. 
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4.  United  States  contribution:  98.8  percent. 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Dollar 

$2,  460, 000 

$1,  698, 000 

Counterpart 

$441, 940 

5.  Local  contributions:  1.2  percent. 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Labor. 

$2,000 
50, 000 

Building 

6.  Engineering  costs:  $2,000  (included  in  local  contributions). 

7.  Status:  Approximately  0.6  percent  of  materials  have  been  received.  Contract 

has  been  awarded  to  International  Standard  Electric  Corp.;  and  manufac- 
ture of  components  has  begun.  Ministry  of  Communications  is  to  rehabili- 
tate Seoul  Central  Exchange  Building  by  not  later  than  March  1,  1956. 
Installation  to  begin  on  March  1,  1956. 

8.  Estimated  completion  date:  March  1957. 

Communications  Branch 

1.  Project  title:  Telephone  cable  plant,  Seoul. 

Type:  Communications. 

Location:  Seoul. 

2.  Benefits:  This  project  provides  for  the  rehabilitation  of  the  underground  and 

aerial  local  outside  distribution  telephone  cable  plant  for  the  city  of  Seoul. 

3.  Total  cost:  $3,949,996  (estimate). 

4.  United  States  contribution:  99.9  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Dollar 

$1, 045, 000 

$1, 000, 000 
1, 903, 996 

Counterpart 

5.  Local  contributions:  0.1  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Labor 

$1, 000 

6.  Engineer  costs:  $1,000  (included  in  local  contributions). 

7.  Status:  Approximately  74.6  percent  of  materials  have  been  received.  Mate- 

rials are  being  procured  by  the  Office  of  the  Chief  Signal  Officer  under  De- 
partment of  the  Army  Part  Program  SEC  60-6-801.  Shipment  of  materials 
to  project  site  continues.  Installation  will  be  on  a turnkey  basis  by  a United 
States  contractor  utilizing  fiscal  year  1956  funds. 

8.  Estimated  completion  date:  January  1958. 

Communications  Branch 

1.  Project  title:  Telephone  maintenance  equipment. 

Type:  Communications. 

Location:  Korea. 

2.  Benefits:  The  purpose  of  this  project  is  to  supply  the  Ministry  of  Communica- 

tions with  the  necessary  materials  and  vehicles  for  the  proper  installation 
and  maintenance  of  outside  telephone  plant  equipment. 

3.  Total  cost:  $550,592  (estimate). 
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4.  United  States  contribution:  100  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Dollar  - 

$517, 000 

Counterpart  --  

$25,  294 

$8,  298 

5.  Local  contributions:  None. 

6.  Engineering  costs:  None. 

7.  Status:  Being  procured  by  the  Office  of  the  Chief  Signal  Officer  under  Depart- 

ment of  the  Army  Part  Program  SEC  60-6-802.  Approximately  81.5  per- 
cent of  materials  have  been  received.  Materials  are  in  the  process  of  being 
distributed  to  subordinate  elements  of  the  Ministry  of  Communications. 

8.  Estimated  completion  date:  December  1955. 

Communications  Branch 

1.  Project  title:  Telephone  cable  plant  for  Masan. 

Type:  Communications. 

Location:  Masan. 

2.  Benefits:  This  project  provides  for  the  rehabilitation  of  local  outside  telephone 

cable  distribution  plant  for  the  city  of  Masan. 

3.  Total  cost:  $160,254  (estimate). 

4.  United  States  contribution:  99.8  percent: 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

Dollar 

$97, 000 

T 

Counterpart 

$16,934 

$46, 020 

5.  Local  contributions:  0.2  percent: 

Labor $300 

6.  Engineering  costs : $300  (included  in  local  contributions) . 

7.  Status:  Material  is  being  procured  by  the  Office  of  the  Chief  Signal  Officer 

under  Department  of  the  Army  Part  Program  SEC  60-6-803.  Republic 
of  Korea  Ministry  of  Communications  has  completed  approximately  60 
percent  of  duct  work.  Approximately  81.6  percent  of  materials  have  been 
received.  Project  held  up  for  lack  of  Hwan  which  has  been  approved  by 
Combined  Economic  Board,  Finance  Subcommittee,  but  not  released  to 
Ministry  of  Communications.  Project  is  approximately  15  percent  complete. 

8.  Estimated  completion  date:  June  1956. 

Communications  Branch 

1.  Project  title:  Manual  switchboard  for  Masan. 

Type:  Communications. 

Location:  Masan. 

2.  Benefits:  This  project  provides  for  the  rehabilitation  of  the  Masan  telephone 

central  office  to  provide  local  telephone  service  in  Masan. 

3.  Total  cost:  $120,504  (estimate). 

4.  United  States  contribution:  95.8  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Dollar 

$97, 000 

Counterpart 

$7, 994 

$10, 510 

5.  Local  contributions:  4.2  percent: 

Labor $1,000 

Building 4,  000 

6.  Engineering  costs:  $1,000  (included  in  local  contributions). 
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7.  Status:  Material  is  being  procured  by  the  Japan  Procurement  Agency  under 

Department  of  the  Army  Part  Program  SEC  60-6-813.  Contract  was 
awarded  during  April  1955.  Delivery  of  materials  rescheduled  for  arrival  in 
Pusan  approximately  October  1,  1955.  Installation  can  begin  upon  arrival 
of  equipment.  Building  is  available. 

8.  Estimated  completion  date:  February  1956. 

Communications  Branch 

1.  Project  title:  Equipment,  communications  school. 

Type:  Communications. 

Location:  Seoul. 

2.  Benefits:  This  project  provides  for  the  rehabilitation  of  the  Ministry  of  Com- 

munications school  for  training  communications  technicians  and  specialists. 

3.  Total  cost:  $52,096  (estimate). 

4.  United  States  contribution:  94.2  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Dollar - 

$35, 000 

Counterpart.  

$5, 030 

$9, 006 

5.  Local  contribution:  5.8  percent: 

Labor $1,  000 

Building 2,  000 

6.  Engineer  costs:  $1,000  (included  in  local  contributions). 

7.  Status:  Material  is  being  procured  by  the  Office  of  the  Chief  Signal  Officer, 

under  Department  of  the  Army  Part  Program  SEC  60-6-806.  Approxi- 
mately 22.6  percent  of  materials  have  been  received.  Teletypewriter 
equipment,  yet  to  arrive,  constitutes  a major  portion  of  the  project. 

8.  Estimated  completion  date:  December  1955. 

Communications  Branch 

1.  Project  title:  Communications,  national  police. 

Type:  Communications. 

Location:  Korea. 

2.  Benefits:  This  project  provides  for  the  rehabilitation  of  the  national  police 

communications  system,  and  includes  CW  radio  and  wire  equipment  at 
Korean  National  Police  Headquarters,  provincial  bureaus,  and  police  stations 
throughout  Korea. 

3.  Total  cost:  $1,235,142  (estimate). 

4.  United  States  contribution:  94.7  percent. 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

D nil  nr 

$1, 900,  000 

Counterpart,  _ 

$170, 142 

5.  Local  contribution:  5.3  percent: 

Labor $50,  000 

Buildings 15,  000 

6.  Engineering  costs:  $14,000  (included  in  local  contributions). 

7.  Status:  Equipment  is  being  procured  by  the  Office  of  the  Chief  Signal  Officer 

under  Department  of  the  Army  Part  Program  SEC  60-6-808.  Procurement 
of  wire  equipment  was  initiated  in  June  1955.  Estimated  date  of  delivery  of 
equipment  in  Korea  is  December  1955.  Approximately  5 percent  of  radio 
equipment  has  been  received. 

8.  Estimated  completion  date:  April  1956. 

Communications  Branch 

1.  Project  title:  Switchboard  for  Taejon. 

Type:  Communications. 

Location:  Taejon. 
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2.  Benefits:  This  project  provides  for  the  rehabilitation  of  the  manual  switch- 

board at  Taejon.  When  completed,  this  switchboard  will  have  a capacity 
of  three  thousand  subscribers. 

3.  Total  Cost:  $400,862  (estimate). 

4.  United  States  Contribution:  92  percent: 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

Dollar 

$312, 000 

Counterpart 

$56,  862 

5.  Local  contributions:  8 percent: 

Labor $2,  000 

Building $30,  000 

6.  Engineering  costs:  $2,000  (Included  in  local  contribution). 

7.  Status:  Material  is  being  procured  by  the  Office  of  the  Chief  Signal  Officer 

under  Department  of  the  Army  Part  Program  SEC  60-6-804.  Department 
of  the  Army  has  not  yet  advised  that  contract  has  been  awarded. 

8.  Estimated  completion  date:  November  1956. 

Communications  Branch 

1.  Project  title:  Local  distribution,  telephone  cable  plant  for  Taejon. 

Type:  Communications. 

Location:  Taejon. 

2.  Benefits:  This  project  provides  for  the  rehabilitation  of  the  local  distribution 

telephone  cable  plant  for  Seoul. 

3.  Total  cost:  $356,890  (estimate). 

4.  United  States  contribution:  99.8  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Dollar 

$179, 000 

Counterpart * 

$28,  738 

$148,  652 

5.  Local  contribution:  0.2  percent: 

Labor $500 

6.  Engineering  costs:  $500  (included  in  local  contribution). 

7.  Status:  Material  is  being  procured  by  the  Office  of  the  Chief  Signal  Officer 

under  Department  of  the  Army  Part  Program  SEC  60-6-805.  Approxi- 
mately 36.6  percent  of  materials  have  been  received.  Additional  materials 
must  be  received  before  installation  can  begin. 

8.  Estimated  completion  date:  December  1956. 

(Fiscal  year  1955) 

Communications  Branch 

1.  Project  .title:  Radio  telegraph  facilities  (domestic). 

Type:  Communications. 

Location:  Korea. 

2.  Benefits:  The  purpose  of  this  project  is  to  rehabilitate  and  restore  the  domestic 

radio  telegraph  system  within  the  Republic  of  Korea.  This  radio  telegraph 
system  provides  an  emergency  means  of  communications  in  a country  where 
the  long  distance  telephone  lines  to  remote  areas  are  either  nonexistent,  or 
where  available,  are  subject  to  numerous  types  of  interruptions.  In  addi- 
tion, there  are  a number  of  islands  to  which  radio  telegraph  is  the  only  means 
of  communications.  91.9  percent. 

3.  Total  cost:  $249,162  (estimate). 
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4.  United  States  contribution:  91.9  percent. 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Dollar 

$171, 000 

Counterpart 

$58, 162 

5.  Local  contributions:  8.1  percent. 

Labor $6,  000 

Buildings 14,000 

6.  Engineering  costs:  $6,000  (included  in  local  contributions). 

7.  Status:  Material  is  being  procured  under  Department  of  the  Army  Part  Pro- 

gram SEC  60-6-815.  Approximately  16.1  percent  of  the  materials  have 
been  received. 

8.  Estimated  completion  date:  June  1956. 

Communications  Branch 

1.  Project  Title:  Telecommunications  inside  plant  equipment. 

Type:  Communications. 

Location:  Kangnung,  Wonju,  Pohang,  Iri,  Kwangju  and  Sunchon. 

2.  Benefits:  This  project  provides  for  the  rehabilitation  of  6 of  the  10  major 

telephone  toll  centers  in  Korea.  The  additional  four  toll  centers  were 
existing  or  are  being  rehabilitated  by  fiscal  year  1954  projects.  This  project 
will  assist  greatly  in  establishing  the  minimum  countrywide  toll  network 
required  for  an  effective  integrated  telecommunications  system. 

3.  Total  Cost:  $3,034,274  (estimate). 

4.  United  States  Contribution:  96.3  percent. 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

Dollar 

$2, 571, 000 

Counterpart 

$351,  274 

5.  Local  Contributions:  3.7  percent. 

Labor $12,000 

Buildings 100,  000 

6.  Engineering  costs:  $12,000  (included  in  local  contributions),  i 

7.  Status:  Material  is  being  procured  under  Department  of  the  Army  Part 

Program  SEC  60-6-817. 

8.  Estimated  Completion  Date:  September  1957. 

Communications  Branch 

1.  Project  title:  Telecommunications  Outside  Plant  Materials. 

Type:  Communications. 

Location:  Korea- wide. 

2.  Benefits:  The  purpose  of  this  project  is  to  provide  the  Republic  of  Korea 

Ministry  of  Communications  with  outside  plant  materials  in  sufficient 
quantities  to  restore  a major  portion  of  their  primary  toll  circuits  connecting 
its  main  geographical  telephone  toll  centers  at  Seoul,  Pusan,  Taejon,  Taegu, 
Kangnung,  Wonju,  Pohang,  Iri,  Kwangju,  and  Sunchon. 

3.  Total  cost:  $2,187,058  (estimate). 

4.  United  States  contribution:  99.9  percent. 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

Dollar  

$1. 300, 000 

Counterpart  

$885,  058 
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5.  Local  contributions:  .1  percent. 

Labor $2,  000 

6.  Engineering  costs:  $2,000  (included  in  local  contributions). 

7.  Status:  Materials  to  be  procured  by  the  Department  of  the  Army.  Engineer 

items  have  been  included  on  Department  of  the  Army  Part  Program  SEC 
60-4-825.  The  Department  of  the  Army  Part  Program  for  communications 
items  has  not  been  received  as  yet. 

8.  Estimated  completion  date:  November  1957. 

Communications  Branch 

1.  Project  title:  Radio  telephone  terminal  facilities. 

Type:  Communications. 

Location:  Seoul. 

2.  Benefits:  The  purpose  of  this  project  is  to  provide  equipment  and  installation 

material  for  terminal  control  facilities  on  four  radio  telephone  circuits 
terminating  in  Seoul.  This  terminal  equipment  will  provide  improved 
overseas  telephone  circuits  and  will  make  it  possible  to  place  overseas 
telephone  calls  from  local  telephones. 

3.  Total  Cost:  $107,542  (estimate). 

4.  United  States  contribution:  87.9  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Dollar __ 

• 

$85, 000 

Counterpart. 

$9,  542 

5.  Local  contribution:  12.1  percent: 

Labor $1,  000 

Buildings 12,  000 

6.  Engineering  costs:  $1,000  (included  in  local  contribution). 

7.  Status:  Equipment  for  this  project  is  currently  being  procured  in  the  United 

States.  Delivery  of  this  equipment  is  presently  scheduled  for  third  quarter 
of  fiscal  year  1956. 

8.  Estimated  completion  date:  June  1956. 

Communications  Branch 

1.  Project  title:  Coastal  radio  facilities. 

Type:  Communications. 

Location:  Inchon,  Kunsan,  Mokpo,  Pusan,  Kangnung,  and  Ulnungdo. 

2.  Benefits:  The  purpose  of  this  project  is  to  provide  equipment  and  installation 

material  for  the  reactivation  of  six  coastal  radio  stations  operating  in  the 
marine  radio  service.  This  coastal  radio  net  will  provide  for  telegraphic 
communications,  dissemination  of  Weather  and  hydrographic  information 
and  coverage  of  distress  traffic  with  vessels  in  the  ocean  areas  around  Korea. 

3.  Total  cost:  $190,250  (estimate). 

4.  United  States  contribution:  35.9  percent: 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

Dollars. 

$50, 000 

Counterpart 

$18,  250 

5.  Local  contribution:  64.1  percent: 

Labor $2,  000 

Buildings 120,  000 

6.  Engineering  costs:  $2,000  (included  in  local  contribution). 

7.  Status:  Commercial  type  equipment  will  be  procured  through  Department  of 

the  Army  part  program  SEC  60-6-816.  Available  information  indicates 
that  supply  action  is  pending  on  all  items  included  in  this  project. 

8.  Estimated  completion  date:  April  1956. 
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(Fiscal  year  1956) 

Communications  Branch 

1.  Project  title:  Telecommunications  cable  and  open  wire  equipment. 

Type:  Communications. 

Location:  Korea. 

2.  Benefits:  Fiscal  year  1954  and  1955  projects  provided  for  the  rehabilitation  of 

10  telephone  central  offices  and  the  interconnecting  of  these  central  offices. 
This  project  provides  for  interconnecting  vital  industrial  cities  and  ports  to 
their  respective  toll  centers. 

3.  Total  cost:  $3,816,000  (estimate). 

4.  United  States  contribution:  99.9  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Dollar 

$1, 682, 000 
2, 131, 000 

Counterpart 

Note— A portion  of  fiscal  year  1956  counterpart  funds  will  be  expended  in  fiscal  years  1957  and 
1958. 


5.  Local  contribution:  0.1  percent: 

Labor $3,  000 

6.  Engineering  cost:  $3,000  (included  in  local  contributions). 

7.  Status:  It  is  estimated  that  the  equipment  for  this  project  will  start  arriving 

in  Korea  about  November  1956.  Approximately  24  months  will  be  required 
for  the  installation  of  equipment. 

8.  Estimated  completion  date:  December  1958. 

Communications  Branch 

1.  Project  title:  Telephone  central  office  terminal  equipment. 

Type:  Communications. 

Location:  Korea. 

2.  Benefits:  Fiscal  year  1954  and  1955  projects  provided  for  the  rehabilitation 

of  10  major  telephone  central  offices  and  the  interconnecting  of  these  central 
offices.  This  project  provides  for  the  restoration  of  central  office  terminal 
equipment  at  vital  industrial  cities  and  ports. 

3.  Total  cost:  $811,000  (estimate). 

4.  United  States  contribution:  94.7  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1959 

Dollar  

$608, 000 
160, 000 

Counterpart  

Note. — A portion  of  fiscal  year  1956  counterpart  funds  will  be  expended  in  fiscal  years  1957  and 
1958. 


5.  Local  contributions:  5.3  percent: 

Labor 

Buildings 

6.  Engineering  costs:  $3,000  (included  in  local  contributions). 

7.  Status:  It  is  estimated  that  the  equipment  for  this  project  will  start  arriving 

in  Korea  about  November  1956.  Approximately  18  mouths  will  be  required 
for  the  installation  of  equipment. 

8.  Estimated  completion  date:  June  1958. 

Communications  Branch 

1.  Project  title:  International  radio  stations,  rehabilitation. 

Type:  Communications. 

Location:  Seoul. 

2.  Benefits:  This  project  provides  all  material  required  to  rebuild  antenna  and 

transmission  lines  at  the  Pupyong  transmitting  station  and  the  Kwang- 
chong-ri  receiving  station.  Completion  of  this  project  will  improve  the 


$3,  000 
40,  000 
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quality  of  international  telecommunications  and,  in  turn,  will  assist  in  the 
economic  recovery  of  the  Republic  of  Korea. 

3.  Total  cost:  $369,050  (estimate). 

4.  United  States  contribution:  66.9  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Dollar..  

$152, 000 
95, 050 

Counterpart .. 

Note— A portion  of  fiscal  year  1956  counterpart  funds  will  be  expended  in  fiscal  year  1957. 


5.  Local  contribution:  33.1  percent: 

Labor $2,  000 

Building 120,  000 

6.  Engineering  costs:  $2,000  (included  in  local  contributions). 

7.  Status:  It  is  estimated  that  the  materials  for  this  project  will  arrive  at  Inchon, 

Korea,  by  June  1956.  Construction  of  this  project  by  the  Republic  of 
Korea  Ministry  of  Communications  will  start  immediately  after  receipt  of 
materials. 

8.  Estimated  completion  date:  March  1957. 

Communications  Branch 

1.  Project  title:  Telephone  and  telegraph  exchange  equipment. 

Type:  Communications. 

Location:  Korea. 

2.  Benefits:  Fiscal  years  1954  and  1955  projects  provided  for  the  rehabilitation 

of  10  major  telephone  central  offices  and  the  interconnecting  of  those 
central  offices.  This  project  provides  central-office  equipment  for  the 
rehabilitation  of  various  secondary  toll  centers  within  major  telephone  toll 
centers 

3.  Total  cost:  $327,500  (estimate). 

4.  United  States  contribution:  93.1  percent: 


Fiscal  vear 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

Dollar  . . 

$252,000 

53,000 

Counterpart .. 

Note.— A portion  of  the  fiscal  year  1956  counterpart  funds  will  be  expended  in  fiscal  year  1957 
and  fiscal  year  1958. 


5.  Local  contributions:  6.9  percent: 

Labor 

Buildings 

6.  Engineering  costs:  $2,500  (included  in  local  contributions). 

7.  Status:  It  is  estimated  that  the  equipment  for  this  project  will  start  arriving 

in  Korea  about  November  1956.  Approximately  13  months  will  be  required 
for  the  installation  of  equipment. 

8.  Estimated  completion  date:  March  1958. 

Communications  Branch 

1.  Project  title:  Radio:  Weather,  press  broadcast,  and  monitoring. 

Type:  Communications. 

Location:  Seoul. 

2.  Benefits:  The  purpose  of  this  project  is  to  provide  the  necessary  equipment 

to  reestablish  radio  facilities  for  dissemination  of  weather  and  press  in- 
formation and  for  monitoring  Korean  radio  stations,  which  are  controlled  and 
regulated  by  the  Ministry  of  Communications. 

3.  Total  cost:  $191,000  (estimate). 


$2,  500 
20,  000 
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4.  United  States  contribution:  98.4  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Dollar 

$155, 000 
33, 000 

Counterpart 

Note. — A portion  of  the  fiscal  year  1956  counterpart  funds  will  be  expended  in  fiscal  year  1957 


5.  Local  contributions:  1.6  percent: 

Labor $1,  000 

Buildings 2,  000 

6.  Engineering  costs:  $1,000  (included  in  local  contributions). 

7.  Status:  Materials  for  this  project  are  expected  to  arrive  in  Inchon,  Korea,  by- 

June  30,  1956.  Installation  of  equipment  by  the  Republic  of  Korea 
Ministry  of  Communications  will  start  immediately  after  receipt  of  the 
materials. 

8.  Estimated  completion  date:  May  1957. 

Communications  Branch 

1.  Project  title:  Radio:  Test,  maintenance,  and  spare  equipment. 

Type:  Communications. 

Location:  Korea. 

2.  Benefits:  The  equipment  obtained  under  this  project  will  enable  the  Republic 

of  Korea  Ministry  of  Communications  personnel  to  perform  adequate  main- 
tenance on  their  radio  systems,  both  domestic  and  international. 

3.  Total  cost:  $80,682  (estimate). 

4.  United  States  contribution:  98.7  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Dollar 

$48, 000 
31, 682 

Counterpart.  

5.  Local  contributions:  1.3  percent: 

Labor $1,  000 

6.  Engineering  costs:  $1,000  (included  in  local  contributions). 

7.  Status:  Materials  being  supplied  under  this  project  are  scheduled  to  arrive  at 

Inchon,  Korea,  by  June  30,  1956.  Installation  of  equipment  by  the  Ministry 
of  Communications  will  start  immediately  upon  receipt  of  materials. 

8.  Estimated  completion  date:  September  30,  1956. 

Public  Works 

1.  Project  title:  City  water  works. 

Type:  Public  works. 

Location:  See  remarks. 

2.  Benefits:  Provides  for  new  construction  and  rehabilitation  of  city  water  plants 

throughout  ROK,  thereby  increasing  health  and  sanitation  benefits. 

3.  Estimated  total  cost:  $16,055,445. 

4.  United  States  contribution:  85.5  percent: 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$3, 104, 000 
4, 065, 700 

$1,477, 020 
3, 879,  500 

$486, 000 
712, 900 

(6)  Counterpart . 
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5.  Local  contribution:  14.5  percent: 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

Labor - 

$1, 173,  530 

$972,  295 

$184, 500 

6.  Engineering  costs:  $192,000  (included  in  local  contribution). 

7.  Status:  Fiscal  year  1954:  Approximately  75  percent  of  materials  have  arrived. 

Fiscal  year  1955:  PA  issued,  no  contracts  let.  Fiscal  year  1956:  tentative 
projects. 

8.  Estimated  completion  date:  fiscal  year  1954  (November  1955  through  June 

1956). 

Remarks:  fiscal  year  1954:  New  or  rehabilitation  projects  in  42  cities.  Fiscal 
year  1955:  New  or  rehabilitation  projects  instigated  in  6 additional  cities  and 

continuation  of  23  fiscal  year  1954  projects.  Fiscal  year  1956:  Continuation 
of  10  fiscal  year  1954-55  projects  and  3 fiscal  year  1955  projects.  One  ad- 
ditional project  to  be  funded. 

Public  Works 

1.  Project  title:  Street  and  highway  asphalt  paving. 

Type:  Public  works. 

Location:  Throughout  major  cities  and  provinces  of  South  Korea. 

2.  Benefits:  Will  provide  for  economical  and  rapid  transport,  reduce  consumer 

costs,  increase  national  unity  and  expand  transportation  facilities  for 
national  defense. 

3.  Estimated  total  cost:  $9,088,500. 

4.  United  States  contribution:  91.9  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$1, 044, 200 
5, 040, 300 

$400,000 

1,870,000 

(b)  Counterpart 

5.  Local  contribution:  8.1  percent: 


Fiscal  year 

Fiscal  year 

1955 

1956 

Labor 

$426, 000 

$308,000 

6.  Engineering  costs:  $57,320  (included  in  local  labor  costs). 

7.  Status:  PA  issued,  contract  let,  materials  now  en  route  to  Korea. 

8.  Estimated  completion  date:  Fiscal  year  1955:  June  1957;  fiscal  year  1956:  1958. 
Remarks: 

Public  Works 

1.  Project  title:  Rehabilitation  of  drainage  structures. 

Type:  Public  works. 

Location:  Throughout  32  major  cities  of  South  Korea. 

2.  Benefits:  Will  prevent  flooding  of  business  and  residential  areas  and  eliminate 

contamination  caused  by  inadequate  storm  drainage. 

3.  Estimated  total  cost:  $4,779,975. 

4.  United  States  contribution,  42.3  percent: 

Fiscal  year  1955 

(a)  Dollar $956,  670 

(b)  Counterpart 1,  071,  705 

5.  Local  contribution,  57.7  percent: 

Labor •_ $2,751,000 
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6.  Engineering  costs:  $40,675  (included  in  local  contribution). 

7.  Status:  PA  issued,  contract  awarded.  Materials  expected  to  arrive  December 

1955. 

8.  Estimated  completion  date:  November  1956. 

Public  Works 

1.  Project  title:  Rehabilitation  and  construction  of  highway  bridges. 

Type:  Highway  transportation  facilities. 

Location:  Throughout  South  Korea. 

2.  Benefits:  Provides  for  improved  vehicular  traffic  facilities  throughout  South 

Korea. 

3.  Estimated  total  cost:  $21,648,600. 

4.  United  States  contribution,  94.5  percent: 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$2, 861, 600 
9,  692, 000 

$1,  401,  200 
4,  563,  400 

$500, 000 
1, 429,  200 

(6)  Counterpart 

5.  Local  contribution,  5.5  percent: 


Fiscal  year 

Fiscal  year 

Fiscal  year 

1954 

1955 

1956 

Labor 

$915,  500 

$241, 100 

$44,800 

6.  Engineering  costs:  $249,600  (included  in  local  contribution). 

7.  Status: 

Fiscal  year  1954 — 33  completed;  73  under  construction. 

Fiscal  year  1955 — PA  issued. 

Fiscal  year  1956 — Tentative  projects. 

8.  Estimated  completion  date: 

Fiscal  year  1954 — 1957 (due  to  a defaulted  procurement  contract). 

Fiscal  year  1955 — 1957. 

Fiscal  year  1956 — 1958. 

Remarks: 

Fiscal  year  1954 — 122  bridges  programed  for  construction  or  rehabilitation. 
Fiscal  year  1955 — 91  bridges  programed  for  construction  or  rehabilitation. 
Fiscal  year  1956 — 28  bridges  programed  for  construction  or  rehabilitation. 

Public  Works 

1.  Project  title:  Highway  and  bridge  construction  equipment. 

Type:  Public  works. 

Location:  Throughout  South  Korea. 

2.  Benefits:  Equipment  provides  for  repair  of  15,000  kilometers  of  streets  and 

highways,  and  for  the  repair  of  1,300  war-damaged  bridges.  Equipment 
will  expedite  projects  as  well  as  reduce  labor  costs. 

3.  Estimated  total  cost:  $3,175,000. 

4.  United  States  contribution:  97.8  percent. 


Fiscal  year  1954 

Fiscal  year  1956 

(a)  Dollar  _ __  - 

$2, 460, 000 
60, 000 

$300, 000 
213,000 

(i b ) Counterpart-  - - - - 
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5.  Local  contribution:  2.2  percent. 


Fiscal  year  1954 

Fiscal  year  1956 

Labor 

$35, 000 

$36, 000 

6.  Engineering  costs:  $3,500,  included  in  local  contribution. 

7.  Status:  Approximately  60  percent  arrivals  of  fiscal  year  1954.  Fiscal  year 

1956  tentative  only. 

8.  Estimated  completion  date:  Fiscal  year  1954,  March  1956.  Fiscal  year 

1956,  June  1957. 

Public  Works 

1.  Project  title:  Rehabilitation  of  Suwon  National  Prison,  fiscal  year  1955. 

Type:  Building  construction  and  equipment. 

Location:  Suwon,  Korea. 

2.  Benefits:  Provides  quarters  for  800  additional  inmates,  utilities,  mess,  and 

shops  for  personnel  rehabilitation  through  vocational  training. 

3.  Estimated  total  cost:  $1,350,000. 

4.  United  States  contribution:  68.55  percent:  Fiscal  vear  1955 


(а)  Dollar $300,000 

(б)  Counterpart 625,  000 

5.  Local  contribution:  31.45  percent: 

(а)  Labor 1 117,  000 

(б)  Domestic  materials 308,  000 


i Cost  low  due  to  prisoner  labor. 


6.  Engineering  costs:  $13,500,  included  in  local  labor  costs. 

7.  Status:  Preliminary  drawings  completed.  Invitations  are  being  sent  out  to 

bidders. 

8.  Estimated  completion  date:  December  1957. 

Public  Works 

1.  Project  title:  Rehabilitation  of  ROK  Government  buildings. 

Type:  Public  works. 

Location:  Seoul,  Korea. 

2.  Benefits:  Provides  for  the  rehabilitation  for  more  space  for  offices,  industrial 

exhibits,  the  national  police,  library,  post  office,  and  telephone  central 
facilities. 

3.  Estimated  total  cost:  $1,127,500. 

4.  United  States  contribution:  100  percent: 

Fiscal  year 


1956 

(а)  Dollar $500,000 

(б)  Counterpart 627,  500 


5.  Local  contribution:  None. 

6.  Engineering  costs:  $10,000. 

7.  Status:  Procurement  contracts  have  been  let  and  some  of  the  material  has 

arrived  at  warehouses. 

8.  Estimated  completion  date:  February  1957. 

Public  Works 

1.  Project  title:  Maintenance  and  repair  shop. 

Type:  Highway  and  bridge  program. 

Location:  Yongdong  Po,  Seoul. 

2.  Benefits:  Provides  a building  for  maintenance  and  repair  of  $2,400,000  of 

heavy  equipment  and  vehicles  which  will  be  utilized  on  reconstruction  of 
roads  and  bridges  throughout  South  Korea. 

3.  Estimated  total  cost,  $58,800. 
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4.  United  States  contribution,  96.5  percent: 

(а)  Dollar $12,  600 

(б)  Counterpart 44,  100 

5.  Local  contribution,  3.5  percent: 

Labor 2,  100 

6.  Engineering  costs:  $2,100.  Included  in  local  labor  costs. 

7.  Status:  Building  has  been  erected.  Installation  of  benches  and  stalls  have 

not  started. 

8.  Estimated  completion  date:  December  1955. 

Remarks:  Steel  framing  for  this  building  was  donated  by  American  Korean 
Foundation.  It  is  estimated  to  cost  $12,600. 

Public  Works 

1.  Project  title:  Tools  and  maintenance  equipment  for  repair  shop. 

Type:  Highway  and  bridge  program. 

Location:  Yongdong  Po,  Seoul. 

2.  Benefits:  Tools  and  equipment  provides  for  repair  of  $2.4  million  of  heavy 

equipment  and  vehicles. 

3.  Estimated  total  cost:  $140,000. 

4.  United  States  contribution:  100  percent.  Fiscal  year  1955 

(а)  Dollar $115,000 

(б)  Counterpart 25,  000 

5.  Local  contribution:  None. 

6.  Engineering  costs:  None. 

7.  Status:  Deliveries  are  scheduled  to  arrive  between  November  1955  and 

January  1956. 

8.  Estimated  completion  date:  March  1956. 

Remarks:  Labor  cost  will  be  absorbed  in  highway  and  bridge  construction 
budget  which  will  be  counterpart. 

Public  Works 

1.  Project  title : Rehabilitation  of  Republic  of  Korea  city  and  provincial  buildings, 

fiscal  year  1956. 

Type:  Building  construction. 

Location:  Kyonggi  Do,  KYongsang  Pukto,  Kyongsang  Namdo,  Cholla  Namdo. 

2.  Benefits:  Provides  necessary  office  space  for  city  and  provincial  officials.  Will 

release  school  and  private  buildings  now  occupied  by  public  officials. 

3.  Estimated  total  cost:  $750,500. 

4.  United  States  contribution:  80  percent:  Fi8mgear 

(а)  Dollar $300,  000 

(б)  Counterpart 300,  500 

5.  Local  contribution:  20  percent: 

Labor 1 $150,  000 

• This  is  20  percent  of  total  cost  to  be  paid  by  the  local  government  concerned. 

6.  Engineering  costs:  $13,000.  Included  in  local  labor  costs. 

7.  Status:  Proposed  as  fiscal  year  1956  budget  is  still  tentative. 

8.  Estimated  completion  date:  None. 

Power  Branch 

1.  Project  title:  Rehabilitation  of  Yongwol  and  Tangin-Ri  thermal  powerplants 

and  substations  (subproject  A). 

Type:  Electrical  power  generation  and  transmission. 

Location:  Tangin-Ri  and  Yongwol. 

2.  Benefits:  Provides  for  the  rehabilitation  of  Yongwol  and  Tangin-Ri  thermal 

powerplants  and  substations  to  give  maximum  dependable  power  generation 
and  transmission. 

3.  Total  cost:  $2,110,150  (estimated). 
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4.  United  States  contribution: 

Percent 

Dollars  (see  item  6) 

Counterpart 

5.  Local  contributions: 

Percent 

Labor 

Land 


Fiscal  year  1955 

95  3 
$1,  460,  150 
$552,  500 


4.  7 
$97,  500 


None 


6.  Engineering  costs:  Stated  separately  in  technical  services  report,  and  provided 

for  in  PA  5318  and  PA  4329. 

7.  Status:  PPA  written,  OEC  Korea  approved,  and  by  the  appropriate  ministries 

of  the  Republic  of  Korea. 

8.  Estimated  completion  date:  December  1958. 

Note.  (1)  Item  4,  United  States  contributions;  counterpart  $552,500  is  shown 
as  a part  of  fiscal  year  1956  analysis;  however,  it  will  not  be  required  until  fiscal 
year  1957. 

Power  Branch 


1.  Project  title:  Rehabilitation  and  construction  of  overall  transmission  system 

(subproject — B). 

Type:  Electrical  power  transmission. 

Location:  South  Korea  in  general. 

2.  Benefits:  Provides  for  the  rehabilitation  of  overall  transmission  system  to  give 

the  maximum  transmission  of  demand  power  generation. 

3.  Total  Cost:  $4,475,000  (estimated). 

4.  United  States  contributions: 

Present 95.  0 

Dollars $3,  000,  000 

Counterpart $1,253,750 

5.  Local  contributions: 


Percent 

Labor.. 

Land... 


5.0 
$221,  250 


None 


6.  Engineering  costs:  Stated  separately  in  technical  services  report,  and  provided 

for  in  PA  5318  and  PA  4329. 

7.  Status:  PPA  written,  OEC  Korea  approved  and  by  the  appropriate  Ministries 

of  the  Republic  of  Korea. 

8.  Estimated  completion  date:  December  1958. 

Note. — (1)  Item  4,  United  States  contributions:  Counterpart  $1,253,750  is  shown 
as  a part  of  fiscal  year  1956  analysis;  however,  it  will  not  be  required  until 
fiscal  year  1957. 

Power  Branch 


1.  Project  title:  Partial  reconditioning  of  Tangin-Ri  power  plant  (subproject  C). 
Type:  Electrical  power  generation. 

Location:  Tangin-Ri. 

2.  Benefits:  Provides  for  the  partial  reconditioning  of  Tangin-Ri  power  plant  to 

give  an  increase  in  electrical  power  generation. 

3.  Total  cost:  $348,900  (estimated). 


4.  United  States  contributions:  Fiscal  year  me 

Percent 96.  9 

Dollar $277,  000 

Counterpart $61,  115 

5.  Local  contributions: 

Percent 3.  1 

Labor $10,  785 

Land None 


6.  Engineering  costs:  Local — estimated  cost  included  in  item  4.  United  States 

contributions:  Counterpart,  $61,115  (figure). 

7.  Status:  PPA  written,  OEC  Korea  approved  and  by  the  appropriate  ministries 

of  the  Republic  of  Korea. 

8.  Estimated  completion  date:  December  1956. 
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Power  Branch 

1.  Project  title:  Transformer  for  existing  Yongwol  thermal  power  plant  (sub- 

project  D). 

Type:  Electrical  power  transforming. 

Location:  Yongwol. 

2.  Benefits:  Provides  transformer  capacity  for  transforming  generated  electrical 

power  to  desired  voltage  for  transmission. 

3.  Total  cost:  $112,850  (estimated). 

4.  United  States  contributions: 

Fiscal  year  1956 

Percent 98.  6 

Dollar $102,850 

Counterpart $8,  500 

5.  Local  contributions: 


Percent 

Labor 

Land__ 


1.4 
$1,  500 
None 


6.  Engineering  cost:  Local — estimated  cost  included  in  item  4,  United  States 

Contribution:  Counterpart,  $8,500  (figure). 

7.  Status:  PPA  written,  OEC  Korea  approved,  and  by  the  appropriate  ministries 

of  the  Republic  of  Korea. 

8.  Estimated  completion  date:  January  1956. 

Power  Branch 

1.  Project  title:  Rehabilitation  of  Unam  power  plant  (subproject  E). 

Type:  Hydroelectric  power  generation. 

Location:  Unam. 

2.  Benefits:  Provides  additional  hydroelectric  power  generation  to  the  power 

system  of  Korea. 

3.  Total  cost:  $206,500  (estimated). 

4.  United  States  contribution:  FtsCiaJJ€ar 


Percent 

Dollar.  

Counterpart 


93  ^ 
$115,  000 
$77,  775 


5.  Local  contributions : 


Percent 6.  7 

Labor $13,  725 

Land None 

6.  Engineering  costs:  Turnkey  job.  Engineering  cost  estimated  at  about  10 

percent  and  is  included  in  item  4.  United  States  contribution:  Dollar, 
$115,000. 

7.  Status:  PPA  written,  OEC  Korea  approved  and  by  the  appropriate  ministries 

of  the  Republic  of  Korea. 

8.  Estimated  completion  date:  June  1957. 

Power  Branch 

1.  Project  title:  Substation  at  Hambaik  coal  mine  (subproject  F). 

Type:  Electrical  power  transformer  station. 

Location:  Hambaik  coal  mine. 

2.  Benefits:  Provides  transformer  station  at  Hambaik  Coal  Mine  to  give  desired 

electrical  power  voltage. 

3.  Total  cost:  $130,000  (estimated). 


4.  Unit  3d  States  contribution:  Fiscal  year  1966 

Percent 96.  5 

Dollar $100,  000 

Counterpart $25,  500 

5.  Local  contributions: 

Percent 3.  5 

Labor $4,  500 

Land None 
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6.  Engineering  costs:  Local — estimated  cost  included  in  item  4.  United  States 

contribution:  Counterpart,  $25,500. 

7.  Status:  PPA  written,  OEC  Korea  approved,  and  by  the  appropriate  ministries 

of  the  Republic  of  Korea. 

8.  Estimated  completion  date:  January  1957. 

Power  Branch 


1.  Project  title:  Aerial  cableway — Yongwol  power  plant  (subproject  G). 

Type:  Electric  power  generation — coal  unloading  facilities. 

Location:  Yongwol. 

2.  Benefits:  Provides  coal  unloading  facilities  improvement  to  give  more  coal- 

handling capacity  for  increased  power  generation. 

3.  Total  cost:  $161,000  (estimated). 

4.  United  States  contribution: 

Percent 95.  0 

Dollar $111,000 

Counterpart $42,  500 

5.  Local  contributions: 

Percent 5.  0 

Labor $7,  500 

Land None 

6.  Engineering  costs:  Local,  estimated  cost  included  in  item  4.  United  States 

contribution:  Counterpart,  $42,500. 

7.  Status:  PPA  written,  OEC  approved,  and  by  the  approparite  ministries  of 

the  Republic  of  Korea. 

8.  Estimated  completion  date:  December  1955. 

Power  Branch 


1.  Project  title:  Reconditioning  of  damaged  transformer  (subproject  H). 

Type:  Electrical  power  transforming. 

Location:  Hwachon. 

2.  Benefits:  Provides  transformer  capacity  for  transforming  generated  electrical 

power  to  desired  voltage  for  transmission. 

3.  Total  cost:  $82,500  (estimated). 

4.  United  States  contribution:  Fisca!lQ^caT 


Percent 99.  5 

Dollar $80,000 

Counterpart $2,  125 


5.  Local  contributions: 


Percent 
Labor, . 
Land__. 


0.  5 
$375 
None 


6.  Engineering  cost:  Local,  estimated  cost  included  in  item  4,  United  States 

contribution:  Counterpart  $2,125. 

7.  Status:  PPA  written,  OEC  Korea  approved,  and  by  the  appropriate  ministries 

of  the  Republic  of  Korea. 

8.  Estimated  completion  date:  January  1956. 


Power  Branch 


1. 


3. 

4. 


Project  title:  Rehabilitation  of  the  Chongpyong  Dam  (sub  project  I). 

Type:  Hydroelectric  power  generation. 

Location:  Chongpyong. 

Benefits:  Provides  rehabilitation  of  the  Chongpyong  Dam  to  give  dam  struc- 
ture protection  against  failure. 

Total  cost:  $3,100,000  (estimated). 

United  States  contribution:  Fiscal  year  1956 

Percent • 97.  0 

Dollar $2,500,000 

Counterpart $510,  000 
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5.  Local  contributions: 

Percent 3.  0 

Labor $90,  000 

Land None 

G.  Engineering  costs:  This  is  a turnkey  job,  engineering  costs  included  in  item  4 
United  States  contribution:  Dollars,  $2,500,000. 

7.  Status:  PPA  written,  OEC  Korea  approved,  and  by  the  appropriate  Ministries 

of  the  Republic  of  Korea. 

8.  Estimated  completion  date:  October  1957. 

9.  Remarks:  Item  G,  Engineering  costs:  If  separated  from  item  4,  United  States 

contribution:  Dollars,  $2,500,000  could  be  estimated  at  approximately  5 
percent  or  $150,000.  The  5-percent  figure  is  the  normal  engineering  cost  to 
be  expected  on  a turnkey  job  of  this  amount. 

Power  Branch 

1.  Project  title:  Coal  unloading  facilities  at  Yongwol  (subproject  J). 

Title:  Electrical  power  generation;  coal  unloading  facilities. 

Location:  Yongwol. 

2.  Benefits:  Provides  coal  unloading  facilities  to  give  more  coal  handling  capacity 

for  increased  power  generation. 

3.  Total  costs:  $243,100  (estimated). 


4.  United  States  contribution:  Fiscal  year  tm 

Percent 94.  5 

Dollars $155,000 

Counterpart $74,  885 

5.  Local  contribution: 

Percent 5.  5 

Labor $13,  215 

Land None 


6.  Engineering  costs:  Local,  estimated  cost  included  in  item  4,  United  States 

contribution:  Counterpart  $74,885. 

7.  Status:  PPA  written,  OEC  Korea  approved,  and  by  the  appropriate  Ministries 

of  the  Republic  of  Korea. 

8.  Estimated  completion  date:  December  1956. 

Power  Branch 

1.  Project  title:  Pacific  Bechtel  Corp.  contract  No.  2161;  steam  powerplants  for 

Republic  of  Korea. 

(a)  CAPF-PB  135  fiscal  year  1954 : 

Thermal  powerplant  construction:  Masan,  50,000  kilowatts; 

Tangin-Ri,  25,000  kilowatts;  Samchok,  25,000  kilowatts. 

PA  4302,  $30,000,000. 

( b ) CAPF-PB  543  fiscal  year  1955: 

Connection  of  new  thermal  plants  to  existing  transmission  system. 
PA  5312,  $2,000,000. 

(c)  PPA  fiscal  year  1956: 

Pacific  Bechtel  Corp.  contract  No.  2161. 

Steam  powerplants  for  Republic  of  Korea. 

Fiscal  year  1956,  $200,000. 

1.  Transmission  towers,  $200,000. 

2.  Spare  parts  (see  Remarks). 

Type:  Thermal  electric  powerplants  (new  construction). 

Location:  Masan,  Tangin-Ri,  Samchok. 

2.  Benefits:  Provides  power  system  of  South  Korea  with  three  new  thermal 

electric  powerplants  having  a total  capacity  of  100,000  kilowatts  (nameplate). 

3.  Total  costs:  $34,923,660  (estimated): 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Amount. 

$32,  474,  200 

$2,  209,  460 

$240, 000 
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4.  United  States  contributions: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Percent _ -- 

98.6 

98.5 

97.5 

Dollars . . .. . 

$30, 000,000 

$2, 000, 000 

$200,000 

Counterpart.  

2, 040,000 

165,600 

34,000 

5.  Local  contributions: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

Percent . 

1.  4 

1.  5 

2.  5 

Labor . . .. 

$360,000 

74,200 

$29,400 

14,460 

$6,000 

None 

Land ..  ......  

6.  Engineering  costs: 

(1)  Engineering  costs  other  than  indigenous  included  in  item  4,  United 


States  contributions:  _ 

Dollars  (fiscal  year  1954) $30,  000,  000 

Dollars  (fiscal  year  1955)- 2,  000,  000 

Dollars  (fiscal  year  1956)- 200,  000 

(2)  Indigenous  engineering  costs  included  in  item  4: 

Counterpart  (fiscal  year  1954) $2,  040,  000 

Counterpart  (fiscal  year  1955) 166,  600 

Counterpart  (fiscal  year  1956) 34,  000 


7.  Status: 

Fiscal  year  1954  thermal  powerplants  construction  on  schedule. 

Fiscal  year  1955  PA-5312  issued:  Contract  awarded.  Material  being 
purchased. 

Fiscal  year  1956  PPA  approved  and  by  OEC  Korea,  and  the  appropriate 
Ministeries  of  the  Republic  of  Korea. 

8.  Estimated  completion  date: 1 

Fiscal  year  1954 July  1,  1956 

Fiscal  year  1955 July  1,  1956 

Fiscal  year  1956 July  1,  1956 

1 Estimated  completion  dates : Tangin-Ri,  April  1956;  Masan,  1 unit  July  1956 
and  1 unit  August  1956;  Samchok,  September  1956. 

9.  Remarks:  Reference  1.  Project  title  (c),  subparagraph  2,  spare  parts.  A 

spare  parts  program  in  the  sum  of  $542,000  was  submitted  to  OEC  by 
Pacific  Bechtel  Corp.  for  inclusion  in  the  fiscal  year  1956  budget.  Approval 
of  the  necessary  PPA  for  this  project  is  pending  further  study  as  to  items  of 
spare  parts  and  unit  quantities. 

Power  Branch 

1.  Project  title:  Rehabilitation  of  Hwachon  Dam. 

(a)  CAPF-PB  154 — Fiscal  year  1954. 

Technical  assistance  and  procurement  for  rehabilitation  of 
Hwachon  powerplant,  dam  and  transmission  line  to  Chong- 
pyong  powerplant. 

PA  4215,  $285,000;  PA  4334,  $275,000. 

( b ) CAPF-PB  541 — Fiscal  year  1954. 

Survey  and  boring  tests  on  Hwachon  Dam. 

PA  5223,  $52,000. 

(c)  CAPF-PB  542 — Fiscal  year  1955. 

Turnkey  job  for  rehabilitation  of  Hwachon  power  facility  in- 
cluding completion  of  third  generating  unit  and  second  trans- 
mission line  to  Chongpvong  powerplant. 

PA  5275,  $5,273,000. 
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Type:  Hydroelectric  power  plant  rehabilitation. 

Location:  Hwachon. 

2.  Benefits:  Provides  for  the  rehabilitation  of  the  Hwachon  hydroelectric  power- 

plant  to  give  plant  maximum  dependable  power  design  rating. 

3.  Total  cost:  $8,276,600  (estimated): 

Fiscal  year  1954 $703,  600 

Fiscal  year  1955 $7,  573,  000“ 

4.  United  States  contributions: 


Fiscal  year 
1954 

Fiscal  year 
1955 

Percent - 

98.0 

95. 4 

Dollars 

$612, 000 
$77, 860 

$5, 273,  000 
$1, 955, 000 

Counterpart . 

5.  Local  contributions: 


Fiscal  year 
1954 

Fiscal  year 
1955 

Percent 

2 

4.6 

Labor 

$13,  740 
None 

$345,000 

None 

Land 

6.  Engineering  costs: 

(1)  Engineering  costs  other  than  indigenous  included  in  item 
4:  United  States  contributions: 


Dollars  (fiscal  year  1954) $612,  000 

Dollars  (fiscal  year  1955) $5,  273,  000 

(2)  Indigenous  engineering  costs  included  in  item  4: 

Counterpart  (fiscal  year  1954) $77,  860 

Counterpart  (fiscal  year  1955) $1,  955,  000 


7.  Status: 

Fiscal  year  1954:  Contracts  awarded  to  International  Engineering,  Inc., 
personnel  and  equipment  at  project  site.  Projects  approximately 
35  percent  completed. 

Fiscal  year  1955:  Contract  awarded  to  Morrison-Knudsen.  Some  per- 
sonnel at  project  site.  Project  approximately  2 percent  completed. 

8.  Estimated  completion  date:  September  1958. 

Power  Branch 

1.  Project  title:  Engineering  services. 

CAPF-PB  544  fiscal  year  195 4. 

Engineering  services  for  continuation  of  power  rehabilitation  in 
South  Korea. 

PA  5318,  $477,000;  PA  4329,  $600,000. 

Type:  Electrical  power  generation  and  transmission  requirements  studies, 
surveys,  designs  and  specifications. 

Location:  South  Korea,  power  system  in  general. 

2.  Benefits:  Provide  South  Korea’s  electric  power  net  with  an  installed  nameplate 

capacity  of  457,000  kilowatts  by  1960.  It  will  provide  the  engineering 
services  which  are  an  essential  prerequisite  to  the  systematic  rehabilitation 
and  expansion  of  the  present  system;  namely,  the  plans  specifications  and 
other  data  necessary  to  develop  an  economical  generation,  transmission,  and 
distribution  network  throughout  Korea. 

3.  Total  cost:  $1,357,000,  fiscal  year  1954  (estimated). 


4.  United  States  contributions:  Fiscal  year  1954 

Percent 96.  8 

Dollars $1>  077,  000 

Counterpart $238,  000 
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5.  Local  contributions: 

Percent 3.  2 

Labor $42,000 

Land None 

6.  Engineering  costs: 

Engineering  costs  included  in  item  4:  United  States*  contributions, 
$1,077,000. 

7.  Status:  PA’s  have  been  issued.  No  contract  has  been  let. 

8.  Estimated  completion  date:  June  1957. 

Power  Branch 


1.  Project  title:  Exploratory  drilling  and  hydrologic  studies  for  Chung-Ju  and 

Yoju  Sites. 

CAPF-PB  5^5  Fiscal  year  1955. 

Type:  Hydroelectric  powerplant  development  engineering. 

Location:  Chung-Ju  and  Yoju. 

2.  Benefits:  Provides  FOA  and  the  Republic  of  Korea  with  the  necessary  surveys, 

foundation  explorations,  data  on  location  and  quantities  of  available  con- 
struction materials;  hydrological  studies  from  available  data,  a feasibility 
report  with  an  economic  study,  preliminary  designs,  specifications,  and 
; cost  estimates  adequate  to  be  the  basis  for  decisions  on  further  expenditures 
of  funds  for  construction  of  hydroelectric  power  generating  facilities  at 
proposed  sites  near  Chung-Ju  and  Yoju,  Korea. 

3.  Total  costs:  $879,340  (estimated). 


4.  United  States  contributions: 


Fiscal  year 
1965 


Percent 97.  7 

Dollars $748,  000 

Counterpart $111,639 


5.  Local  contributions: 

Percent 

Labor 

Land .. 


2.  3 
$19,  701 


None 


6.  Engineering  costs:  Engineering  costs  included  in  item  4.,  United  States 

contributions,  $748,000. 

7.  Status:  PA’S  have  been  issued.  No  contract  has  been  let. 

8.  Estimated  completion  date:  December  31,  1956. 


Agriculture  Branch 


1.  Project  title:  Farm  soil  testing  service. 

Type:  Agriculture. 

Location:  Provincial  agricultural  experiment  stations. 

2.  Benefits:  Provides  for  the  testing  of  soils  with  results  to  be  used  as  a basis  for 

the  election  of  suitable  crops  and  proper  application  of  fertilizer. 

3.  Total  cost:  $276,000. 

4.  United  States  contribution:  73.5  percent  of  project:  Fiscal  vear  1966 


Dollar $100,  000 

Counterpart 102, 800 

5.  Local  contribution:  26.5  percent  of  project. 

Travel 40,  000 

Salaries 24,  000 

Wages 8,  000 

Technical  assistance 1,200 


6.  Engineering  costs:  None. 

7.  Status:  PPA  submitted  July  1,  1955. 

8.  Estimated  completion  date:  Starting  date  plus  9 months. 
Remarks:  None. 
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Agriculture  Branch 

1.  Project  title:  Agricultural  research  rehabilitation. 

Type:  Agriculture. 

Locations:  Central  Agricultural  Technical  Institute,  Suwon,  and  8 branch 
stations  (1  per  province)  and  2 special  stations  (rice  breeding  and  fiber 
breeding). 

2.  Benefits:  Rehabilitation  and  rejuvenation  of  the  agricultural  research  facilities 

of  South  Korea  which  were  destroyed  in  the  Korean  war. 

3.  Total  cost:  $507,000. 

4.  United  States  contribution:  85  percent  of  project: 


Fiscal  year  1955 

Fiscal  year  1956 

Dollar 

$225, 000 
10,000 

$180,000 

7,000 

Counterpart 

5.  Local  contribution:  15  percent  of  project: 


Fiscal  year  1955 

Fiscal  year  1956 

C onstruction — labor 

$65, 000 

$20,000 

6.  Engineering  costs:  Supplied  gratis  by  commercial  firms. 

7.  Status  of  project:  Under  fiscal  year  1955  the  book  and  laboratory  equipment 

list  was  submitted  as  PA  5310.  Bids  were  accepted  on  part  of  this  by 
OSROK  on  September  13,  1955,  and  they  requested  procurement  of  other 
items  through  GSA.  Bidding  on  PA  5351  is  held  up  awaiting  completion  of 
building  plans  and  detailed  specifications  on  electrical  items.  The  FR  for 
fiscal  year  1956  has  been  prepared  and  awaits  MAF/ROK  approval. 

8.  Estimated  completion  date: 

Fiscal  year  1955:  November  1956. 

Fiscal  year  1956:  June  1958. 

Agriculture  Branch 


1.  Project  title:  Sericulture  rehabilitation. 

Type:  Agriculture. 

Locations:  18  Government-operated  sericulture  installations  in  Korea. 

2.  Benefits:  Repair  and  rehabilitation  of  war-damaged  facilities  to  reestablish 

the  sericulture  industry. 

3.  Total  cost:  $281,000. 

4i  United  States  contribution:  96  percent  of  project:  FiSmJ!eaT 


Dollar $246,000 

Counterpart 25,  000 

5.  Local  contribution:  4 percent  of  project: 

Installation $10,000 


6.  Engineering  costs:  Technical  supervision  of  installation  to  be  supplied  by 

successful  equipment  bidder. 

7.  Status  of  project:  PA  5296  under  discussion  presently  because  equipment  and 

technicians  must  come  from  Japan. 

8.  Estimated  completion  date:  If  proposed  PA  is  accepted,  completion  will  be 

1 year  from  date  of  bid  invitations. 


Agriculture  Branch 

1.  Project  title:  Agricultural  extension  development. 

Type:  Agriculture. 

Location:  Headquarters  at  Suwon,  and  agricultural  extension  program  to  be 
at  national,  provincial,  gun,  my  on,  and  village  levels  in  all  of  Korea. 
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2.  Benefits: 

(a)  Increase  farm  income  in  Korea. 

( b ) Increase  food  and  fiber  production. 

(c)  Develop  a permanent  conservation  program  for  agriculture  and 

forestry. 

( d)  Fortify  economic  strength  of  the  Korean  people  through  improved 

rural  institutions. 

3.  Total  cost:  $3,591,000. 

4.  United  States  contribution:  89.88  percent  of  project:  Fiscal  veari  956 


Dollar $1,  250,  000 

Counterpart 1,  978,  000 

5.  Local  contribution:  10.12  percent  of  project: 

Land-- 6,  000 

Salaries 300,  000 

Transportation 8,  000 

Furniture  and  equipment 4,  000 

Utilities 5,  000 

Wages 12,  000 

Travel 20,  000 

Printing 8,  000 


6.  Engineering  Cost:  $20,000  (included  in  above  total). 

7.  Status  of  project:  The  National  Assembly  is  considering  legislation  and 

appropriation  of  funds  for  this  program.  The  Ministry  of  Agriculture  and 
Forestry  have  agreed  in  general,  with  plans  submitted  for  reorganization  of 
the  Agricultural  Extension  Organization. 

8.  Estimated  completion  date:  December  1956  completion  of  structures,  equip- 

ment, etc. 

Remarks:  None. 

Agriculture  Branch 

1.  Project  title:  Flood  control. 

Type:  Levees  and  sluice  gates  construction. 

Location:  Republic  of  Korea. 

2.  Benefits : Protect  the  rice  paddies  and  villages  against  flooding  water. 

3.  Total  cost:  $9,869,370. 

4.  United  States  contribution:  98.4  percent  of  project: 


Fiscal  year  1955 

Fiscal  year  1956 

Dollar 

$748, 000 

$550,000 

Counterpart 

4,  202,  870 

4, 208;  500 

5.  Local  contribution:  1.6  percent  of  project: 

Labor  cost,  $160,000. 

6.  Engineering  cost  (included  in  counterpart  funds) : 


Fiscal  year  1955 

Fiscal  year  1956 

Amount.  

$11, 175 

$34,760 

7.  Status : The  fiscal  year  1955  material  will  arrive  shortly  and  be  completed  about 

April  30,  1956. 

8.  Estimated  completion  date:  48  projects  in  the  fiscal  year  1955  project  will  be 

completed  June  30,  1956,  and  39  projects  in  the  fiscal  year  1956  project  will  be 
completed  June  30,  1957. 

Remarks:  The  flood  control  program  was  undertaken  by  UNKRA  for  fiscal 
years  1953  and  1954,  and  following  this,  FOA  carried  out  the  program  for 
fiscal  years  1955  and  1956.  This  report,  therefore,  starts  with  fiscal  year 
1955. 


804 
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Agriculture  Branch 

1.  Project  title:  Irrigation. 

Type:  Dam  and  channel  construction. 

Location:  Republic  of  Korea. 

2.  Benefits:  Rehabilitate  the  Korean  economy  through  larger  rice  crop  produc- 

tion. 

3 . 'Total  cost:  $72,248,128. 

4.  United  States  contribution:  45.6  percent  of  project: 


Fiscal  year  1955 

Fiscal  year  1956 

Dollar  i. 

$2,930,000 

12,000,316 

$3,000,000 
U 15,024,164 

Counterpart _ 

Local  contribution:  54.4  percent  of  project: 

Fiscal  year  1955 

Fiscal  year  1956 

Labor 

$18, 790, 537 
53,379 

$20,360,244 

89,488 

Domestic  materials 

Engineering  cost  (included  in  local  labor  cost) : 

Fiscal  year  1955 

Fiscal  year- 1956 

Amount _ 

$19, 595 

$48,960 

7.  Status:  Of  the  fiscal  year  1955  materials,  about  30  percent  has  arrived  and 

will  be  completed  about  May  1,  1956. 

8.  Estimated  completion  date:  631  projects  will  be  undertaken  by  this  program 

and  total  proposed  for  completion  in  fiscal  year  1955  and  fiscal  year  1956 
is  559. 

Remarks:  The  irrigation  program  was  undertaken  by  UNKRA  for  fiscal  year 
1953  and  1954,  and  following  this  FOA  carried  on  the  program  for  fiscal 
years  1955  and  1956.  This  report  therefore,  starts  with  fiscal  year  1955. 

Agriculture  Branch 

1.  Project  title:  Livestock  and  veterinary  rehabilitation. 

Type:  Agriculture. 

Location:  Various  points  in  South  Korea. 

2.  Benefits:  Provides  for  the  rehabilitation  of  livestock  and  verterinary  facilities 

for  the  Republic  of  Korea. 

3.  Total  cost:  $2,186,937. 

4.  United  States  contribution:  67.9  percent  of  project: 


1 

Fiscal  year  1955 

Fiscal  year  1956 

Dollar 

$564, 000 

$260,000 

Counterpart 

600,000 

61,000 

Local  contribution:  23.1  percent  of  project: 

Fiscal  year  1955 

Fiscal  year  1956 

Local  material,  transportation,  and  labor 

$481, 937 

$220,000 
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“6.  Engineering  cost:  None. 

7.  Status:  Fiscal  year  1955  program — bids  let  on  September  7,  1955,  for  delivery 
in  90-120  days.  Fiscal  year  1956  program — FR  agreed  upon  on  June  7. 

■$.  Estimated  completion  date:  Fiscal  year  1955,  September  30,  1956.  Fiscal 
year  1956,  April  30,  1957.  ' " 

Remarks:  None. 

Agriculture  Branch 

1.  Project  title:  Seed  treatment. 

Type : Agriculture. 

Location:  Equipment  to  be  located  at  70  of  the  larger  population  centers  in 
South  Korea. 

■2.  Benefits:  Provides  a quick  and  safe  treatment  of  cereal  seeds  with  certain 
fungicide  to  prevent  blights,  wilts,  rusts,  and  other  common  plant  diseases. 

3.  Total  cost:  $223,400. 

4.  United  States  contribution:  ,95  percent  of  project: 


Fiscal  year  1956 

Fiscal  year  1956 

Dollar.. .... 

$127,000 

$50,000 

10,000 

Counterpart ...... .... 

25,400 

5.  Local  contribution:  5 percent  of  project: 


Fiscal  year  1955 

Fiscal  year  1956 

Labor ... 

$7,500 

$3,500 

*6.  Engineering  costs:  Negligible. 

7.  Status:  Machines  have  not  been  procured  as  of  September  1,  1955. 
3.  Estimated  completion  date:  March  1956. 

Remarks:  None. 

Agriculture  Branch 


1. 

2. 

3. 

4. 


Project  title:  Specialty  farm  enterprise. 

Type:  Agriculture. 

Location:  Farming  areas  throughout  South  Korea. 

Benefits:  Increase  cash  farm  income  through  increase  of  food  and  fiber  output 
from  specialty  farm  enterprises. 

Total  cost:  $182,000. 


United  States  contribution:  100  percent  of  project: 


Fiscal  pear 

me 


Dollar $90,  000 

Counterpart 92,  000 


5.  Local  contribution:  None. 

.6.  Engineering  cost:  None. 

7.  Status:  PPA  submitted. 

8.  Estimated  completion  date:  Starting  date  plus  8 months. 
Remarks:  None. 

Agriculture  Branch 


1.  Project  title:  Rural  warehouses. 

Type:  Agriculture. 

Location:  Approximately  900  locations  throughout  South  Korea. 

2.  Benefits:  Storage  and  distribution  centers  for  farm  produce,  fertilizers,  agri- 

cultural chemicals,  farm  tools  and  equipment,  farm  packaging  material, 
cement,  etc.  The  fireproof,  vermin-  and  rodent-proofed  permanent  build- 
ings will  preserve  farm  produce,  thus  making  more  of  the  farm  products 
available  for  both  domestic  and  foreign  markets.  Grain  and  other  farm 
produce  losses  due  to  open  storage,  rats,  insects,  and  weather  are  huge  and 
incalculable.  The  elimination  of  these  preventable  wastes  will  be  ma- 
terially and  favorably  reflected  continuously  in  the  Korean  economy. 

3.  Total  cost:  $4,736,100. 
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4.  United  States  contribution:  63)£  percent  of  project: 

Fiscal  year  1964 

Fiscal  year  1966 

Fiscal  year  1966 

Dollar 

$1,000,000 

0) 

$2,000,000 

(9 

Nil 

Nil 

Counterpart... 

5.  Local  contribution:  27}i  percent  of  project: 


Fiscal  year  1964 

Fiscal  year  1955 

Fiscal  year  1966 

Land 

(2) 

(?) 

Nil 

Reconstruction 

Bank  lnans  

i $578, 600 

1 » $1, 157, 600 

1 Reconstruction  borrows  from  the  counterpart  funds  the  hwan  equivalent  of  the  total  cost 
and  the  end  users,  in  turn,  are  loaned  this  sum  of  money  with  interest. 

2 Evaluation  not  available. 

* Estimate. 

6.  Engineering  costs:  Buildings  are  prefabricated.  Only  assembling  of  buildings 

on  sites  required,  which  cost  is  included  in  the  counterpart  fund  (5,  above). 

7.  Status:  Building  erections  now  underway: 

Fiscal  year  1955:  Contract  not  let. 

Fiscal  year  1956:  Nil. 

8.  Estimated  completion  date: 

Fiscal  year  1954:  November  15,  1955. 

Fiscal  year  1955:  Not  available. 

Fiscal  year  1956:  Nil. 

Remarks:  The  building  contractors  have  to,  according  to  law,  buy  a fixed 
amount  of  national  bonds  depending  on  the  size  of  the  contract  which  aids 
the  ROK  Government. 

Agriculture  Branch 

1.  Project  title:  17  forestry  development. 

Type:  Reforestation,  forest  erosion  control  work,  stream  improvement  work, 
forest  protection  and  forest  management. 

Location:  In  designated  forest  areas  of  all  Provinces. 

2.  Benefits:  Will  assist  the  Bureau  iof  Forestry,  Ministry  of  Agriculture  and 

Forestry,  in  their  forestry  program  to  reforest  denuded  forest  lands  and, 
therefore,  reduce  forest  erosion,  reduce  flooding  of  agriculture  land,  and  assist 
in  protection  and  management  of  forest  lands. 

3.  Total  costs:  $9,441,068. 

4.  United  States  contribution:  68.9  percent  of  project: 


Fiscal  Year 
1955 

Fiscal  Year 
1956 

Dollar 

$200,000 
710, 640 

$520, 000 
5,083,768 

Counterpart 

5.  Local  contribution:  31.1  percent  of  project: 


Fiscal  Year 
1955 

Fiscal  Year 
1956 

Labor 

$1, 524, 246 

$1,402,414 

6.  Engineering  cost:  Done  by  foresters  and  costs  are  included  in  5,  above. 

7.  Status:  Material  and  equipment  for  fiscal  year  1955  under  procurement  by 

ROK  Office  of  Supply.  Final  approval  for  fiscal  year  1956  not  received  to 
date. 
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8.  Estimated  completion  date:  June  1956  for  work  scheduled  under  fiscal  year 
1955  and  November  1956  for  work  scheduled  under  fiscal  year  1956,  de- 
pending upon  arrival  of  materials  and  availability  of  hwan  funds. 

Remarks:  Forestry  development  is  a continuous  project.  The  first  technical 
assistance  in  forestry  started  in  1947  in  military  government.  In  fiscal  year 
1953  and  1954  the  forestry  assistance  program  was  under  UNKRA  admin- 
istration. During  these  2 years  UNKRA  spent  $245,000  on  forestry  projects. 

In  addition  to  the  above-mentioned  forestry  projects,  hwan  funds  amount- 
ing to  Hw559,400,000  ($1,118,800)  are  needed  for  purchase  of  indigenous 
produced  seedlings  for  planting  of  approximately  400  million  seedlings  on 
private  forest  land  by  village  forestry  associations  in  the  spring  of  1956. 

Public  Health  Branch 

1.  Project:  title:  Construction  of  wells  and  sanitary  facilities. 

Type  Public  health. 

Location:  All  provinces  and  special  city  of  Seoul. 

2.  Benefits:  Protect  health  of  civilian  population  and  prevent  spread  of  com- 

municable diseases  through  environmental  sanitation. 

3.  Total  cost:  $2,435,000. 

4.  United  States  contribution:  100  percent  of  total: 


Fiscal  year  1955 

Fiscal  year  1956 

Dollar 

$400, 000 
400,000 

$800,000 

835,000 

Counterpart—  - 

5.  Local  contributions:  Unknown. 

6.  Engineering  costs:  None. 

7.  Status:  Fiscal  year  1955  materials  in  transit  to  sites.  Construction  not  yet 

begun. 

8.  Estimated  completion  date:  June  1957. 

Remarks:  All  imported  construction  materials  are  distributed  free  of  cost. 
Materials  are  used  for  reestablishment  and  reconstruction  of  public  wells, 
public  toilets,  public  baths,  and  nightsoil  tanks  by  local  governments  in 
main  cities,  towns,  and  villages.  This  project  is  part  of  a continuing  program 
for  construction  of  wells  and  sanitary  facilities.  It  is  expected  support  will 
be  required  additionally  for  5 years  beyond  fiscal  year  1956. 

Public  Health  Branch 

1.  Project  title:  Hospital  facilities  construction  and  remodeling. 

Type:  Public  health. 

Location:  All  provinces  and  special  city  of  Seoul. 

2.  Benefits:  Protect  health  of  civilian  population  by  providing  adequate  health 

fo  pilitipc 

3.  Total  cost:  $2,056,540. 

4.  United  States  contribution:  100  percent  of  total: 


Fiscal  year  1955 

Fiscal  year  1956 

Dollar 

$300,000 
300, 000 

$700,000 

756,640 

Counterpart _ 

5.  Local  contribution:  Unknown. 

6.  Engineering  costs:  None. 

7.  Status:  Fiscal  year  1955  materials  in  transit  to  construction  sites;  construction 

not  yet  begun. 

8.  Estimated  completion  date:  June  1957. 

Remarks:  All  imported  construction  materials  are  distributed  free  of  cost. 
For  construction  of  hospitals,  sanitoriums,  public  dispensaries,  public- 
health  centers,  health  laboratories,  quarantine  stations.  The  Ministry  of 
Health  and  Social  Affairs  has  established  a 3-year  continuing  program  for 
new  construction  and  remodeling  of  health  facilities,  fiscal  year  1956  through 
fiscal  year  1958,  which  this  project  will  support. 
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Public  Health  Relief  in  Korea 

All  supplies  furnished  under  the  public  health  relief  program  are  distributed' 
free  of  cost  to  the  recipient  for  prevention  of  disease  and  for  medical  care  activities. 

FOA  funding  for  public  health  relief  activities  began  with  requirements  for  the- 
second  half  fiscal  year  1955.  Previously,  Department  of  the  Army  CRIK  appro- 
priations were  used. 

CRIK  funds  utilized  for  public  health  relief  in  the  fiscal  years  1951  through  1954' 
(including  pipeline  requirements  for  first  half  fiscal  year  1955)  totaled  $24,500,000,. 
and  provided  essential  needs  to  prevent  disease,  to  provide  essential  medical  care, 
and  to  provide  minimal  rehabilitation  of  damage  and/or  destruction  due  to  war 
activities. 

Fiscal  year  1955  FOA  funds  administered  by  Department  of  the  Army  for  public 
health  relief  activities  totaled  $4  million,  and  were  for  requirements  for  the  second 
half  fiscal  year  1955  and  for  pipeline  requirements  for  first  quarter  fiscal  year  1956.- 
Of  this  total,  $700,000  were  for  construction  of  sanitary  and  medical  facilities, 
which  projects  are  described  separately. 

Fiscal  year  1956  ICA  funds  totaling  $2,400,000  will  be  used  for  public  healths 
relief  activities  (exclusive  of  construction  projects);  counterpart  required  $104,000' 
for  internal  handling. 

Total  United  States  contribution  for  public  health  relief  activities  fiscal  year  1954 
through  fiscal  year  1956: 

CRIK  (fiscal  years  1951-54) 

Foreign  aid  funds 

FOA  (fiscal  year  1955) 4,  000,  000 

ICA  (fiscal  year  1956) 2,  400,  000 

Counterpart  1 

Fiscal  years  1951-54 855,  000 

Fiscal  year  1955 845,  000 

Fiscal  year  1956 104,  000 


Total  fiscal  years  1951-56 32,  704,  000 

1 Counterpart  expenditures  consist  of  internal  handling  costs  ($600,000)  and  internal  construction  costs  ($1,- 
204,000).  Internal  handling  costs  are  calculated  at  5.3  percent  of  landed  dollar  cost  at  $1-HW180,  converted 
to  dollars  at  I1-HW500  for  costs  prior  to  fiscal  year  1955,  and  for  fiscal  year  1955  and  fiscal  year  1956,  calculated 
at  12  percent  of  landed  dollar  cost  at  $1-HW180,  converted  to  dollars  at  $1-HW500. 

The  public  health  relief  program  is  a continuing  one,  and  is  considered  essential 
to  the  economic  and  social  recovery  of  the  Republic  of  Korea.  It  should  be  con- 
tinued until  public-health  activities  can  be  adequately  supported  indigenously. 
A minimum  of  5 years  bevond  fiscal  year  1956  is  contemplated  (through  June- 
1961). 

Public  Safety  Branch 
fire  section 

1.  Project  title:  Fire  control  facilities. 

Type:  Fire  apparatus  and  related  appliances. 

Location:  National  police  installations  and  suboffices  in  all  major  cities  and 
towns  in  each  of  the  nine  provinces.  Landed  area  approximately  85,255' 
square  miles. 

2.  Benefits:  Provide  an  adequate  fire  defense  program  for  the  ROK  to  reduce  the 

tremendous  losses  from  fire. 

3.  Total  cost:  $1,355,000. 

4.  United  States  contribution: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956' 

Dollar 

None 

None 

None 

0) 

$500,000 

200,000 

0 

$500, 000 
155,000 

C oun  ter  part 

$24,  500,  000 
6,  400,  000‘ 

1,  804,  000- 


i 71.0  percent  of  project. 
3 76.5  percent  of  project. 


5.  Local  contributions:  None. 

6.  Engineer  costs:  None. 
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7.  Status:  Fire  equipment  of  the  design  requested  is  not  available  in  Korea, 

therefore  must  be  imported  from  Zone  of  Interior.  Due  to  time  required 
for  manufacture,  delivery  of  apparatus  possibly  cannot  be  anticipated  for 
at  least  12  months  from  date  of  purchase  authorization. 

8.  Estimated  completion  date:  Project  affects  entire  ROK  and  due  to  varying 

conditions  it  is  impossible  to  establish  any  definite  calendar  of  operations. 
Possibly  fiscal  year  1958. 

Remarks:  Technical  assistance  program:  No  participants. 

Social  Affairs  Branch 

1.  Project  title:  Refugee  resettlement. 

Type:  Reestablishment  of  refugees  and  persons  displaced  as  the  result  of  war 
and  guerrilla  activities. 

Location:  Throughout  all  Korea  including  Cheju-ao  and  the  restored  areas 
north  of  the  38th  parallel. 

2.  Benefits:  The  resettlement  project  by  combining  minimum  essential  material 

assistance  with  the  individual  initiative  and  enterprise  of  destitute  refugees 
and  displaced  persons  enable  them  to  achieve  adequate  housing,  self-support 
and  regain  the  dignity  and  hope  which  comes  with  gainful  employment. 
The  project  will  effect  a substantial  increase  in  the  production  of  food  and 
other  needed  commodities.  This  is  estimated  to  amount  to  6,000  metric 
tons  annually  for  the  number  of  families  to  be  resettled  during  fiscal  year 
1956.  The  project  will  also  make  a substantial  contribution  to  the  land 
reclamation,  flood  and  erosion  control  program.  It  will  reduce  unemploy- 
ment and  decrease  the  need  for  relief  by  creating  new  employment  oppor- 
tunities. 

3.  Total  cost:  812,163,000. 

4.  United  States  contribution:  18.54  percent  of  project  (38  percent  fiscal  year 

1955): 


Fiscal  year  1955 

Fiscal  year  1956 

Dollar 

$3,  525, 000 
423,000 

$500,000 

40,000 

Counterpart 

3,948,000 

540,000 

5.  Local  contribution:  75  percent  of  project: 


Fiscal  year  1955 

Fiscal  year  1956 

Commodities  (62  percent) 

$1, 195, 000 

3. 150. 000 

1. 680.000 

$755,000 

675.000 

220.000 

Labor.. 

Land.. 

6, 025, 000 

1,650,000 

6.  Engineering  costs:  None. 

7.  Status:  The  resettlement-assimilation  program  was  initiated  in  March  1952 

and  has  been  under  continuous  implementation  since  that  time.  At  the 
beginning  of  the  program,  there  were  some  four  million  persons  displaced 
from  their  home  areas  as  the  result  of  war  and  guerrilla  activities.  At  the 
end  of  fiscal  year  1955,  there  had  been  some  1,564,500  persons  aided  in  the 
resettlement  of  their  own  lands  and  an  additional  186,500  persons  resettled 
and  assimilated  into  the  local  economy  on  land  provided  by  the  Republic 
of  Korea. 

8.  Estimated  completion  date:  Undetermined. 

9.  In  addition  to  the  above  during  the  period  from  1950  to  June  30,  1954,  relief 

supplies  (food,  blankets,  soap,  and  fuel)  in  total  value  of  $282  million  were 
distributed  through  UNCACK/KCAC  for  the  prevention  of  disease,  starva- 
tion, and  unrest.  Of  this  amount  $218  million  were  from  army  appropriated 
funds  while  the  rest  ($64  million)  was  donated  by  U.  N.  member  nations 
and  voluntary  agencies.  During  the  fiscal  year  1955  relief  supplies  were 
distributed  at  a total  value  of  $25  million,  approximately  half  of  which  was 
donated  and  the  other  half  procured  with  United  States  funds. 
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Manufacturing  and  Processing 

1.  Project  title:  Fertilizer  plant. 

Type:  Nitrogen  fertilizer  (urea). 

Location:  Chungju,  Korea. 

2.  Benefits:  This  fertilizer  plant  will  have  a capacity  to  produce  about  one-third 

of  the  total  nitrogen  fertilizer  requirements  of  South  Korea.  Fertilizer  is 
necessary  to  provide  an  adequate  agricultural  production  in  South  Korea. 
The  establishment  of  this  plant  will  decrease  by  $8  million  to  $10  million  per 
year  the  foreign  exchange  required  for  imported  fertilizers.  This  will  make 
a major  contribution  to  the  creation  of  a self-supporting  economy. 

3.  Estimated  total  cost:  $26,400,000  (estimated). 

4.  United  States  contribution  in  percent:  99.6  percent: 


Fiscal  year  1964 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar 

$23, 000, 000 

( b j Counterpart 

$3, 300,000 

5.  Local  contribution  in  percent:  0.4  percent. 

6.  Engineering  costs:  $1  million,  included  in  local  labor  costs. 

7.  Status:  Construction  has  commenced. 

8.  Estimated  completion  date:  March  1958. 

Manufacturing  and  Processing 

1.  Project  title:  Aluminum  sulphate  plant. 

Type:  Chemical  processing  plant. 

Location:  Between  Seoul  and  Inchon,  Korea. 

2.  Benefits:  A supply  of  aluminum  sulfate  is  essential  to  health  and  sanitation. 

The  manufacture  of  aluminum  sulfate  in  Korea  from  sulfuric  acid  and 
Korean  kaolin  will  save  foreign  exchange  and  thus  contribute  to  an  economy 
of  self-support.  * 

3.  Estimated  total  cost:  $310,000  (estimated). 

4.  United  States  contribution  in  percent:  77  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

(n'l  'Dollar  

$100, 000 

(hS  Clnirntp.rnart  - 

$140,000 

5.  Local  contribution  in  percent:  23  percent: 


Fiscal  year  1954 $50,  000 

Fiscal  year  1956 20,  000 


6.  Engineering  costs:  None.1 

7.  Status:  Under  implementation. 

8.  Estimated  completion  date:  February  1956. 

Manufacturing  and  Processing 

1.  Project  title:  Auto  tire  plant. 

Type:  Manufacture  of  rubber  tires  and  tubes. 

Location:  Pusan,  Korea. 

2.  Benefits:  Rubber  tires  and  tubes  are  essential  to  the  operation  of  civilian  and 

military  motor  vehicles  in  Korea.  The  production  of  such  commodities  in 
Korea  will  save  considerable  foreign  exchange  and  will  thus  contribute  to 
the  establishment  of  an  economy  of  self-support. 

3.  Estimated  total  cost:  $635,000  (estimate). 

1 The  project  made  no  separate  provision  for  engineering  expenses.  Any  required  engineering  on  the 
purchased  equipment  was  included  in  the  purchase  price.  The  end  user  is  responsible  for  all  local  engi- 
neering. 
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4.  United  States  contribution  in  percent:  85  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

(rt)  Dollar  

$480,000 

(hi  Counterpart  _ _ __  

$60,000 

5.  Local  contribution  in  percent:  15  percent: 


Fiscal  year  1954 $80,  000 

Fiscal  year  1956 15,  000 


6.  Engineering  costs:  None.1 

7.  Status:  Equipment  ready  for  shipment. 

8.  Estimated  completion  date:  February  1956. 

Manufacturing  and  Processing 

1.  Project  title:  Rubber  Reclaiming  Plant. 

Type:  Rubber  Reclaiming  Plant. 

Location:  Pusan,  Korea. 

2.  Benefits:  Reclaiming  rubber  from  wornout  articles  will  reduce  the  requirement 

for  imported  raw  rubber  and  will  thus  contribute  to  the  establishment  of  a 
self-supporting  economy  in  Korea. 

3.  Estimated  total  cost:  $420,000  (estimated). 

4.  United  States  contribution  in  percent:  79  percent. 


Fiscal  year  1954 

Fiscal  year  1955 

(a)  Dollar 

$200,000 

(h)  Counterpart  - 

$130, 000 

5.  Local  contribution  in  percent:  21  percent: 


Fiscal  year  1954 $75,  000 

Fiscal  year  1956 15,  000 


6.  Engineering  costs:  None.1 

7.  Status:  Under  implementation. 

8.  Estimated  completion  date:  January  1956. 

Manufacturing  and  Processing 

1.  Project  title:  Pesticides  plant. 

Type:  Chemical  processing  plant. 

Location:  Inchon,  Korea. 

2.  Benefits:  Insecticides  and  pesticides  are  necessary  to  agricultural  production. 

The  production  of  insecticides  and  pesticides  in  Korea  from  Korean  and 
imported  raw  materials  results  in  a saving  of  foreign  exchange  as  compared 
to  the  import  of  finished  chemicals,  and  thus  contributes  to  the  establish- 
ment of  an  economy  of  self-support. 

3.  Estimated  total  cost : $280,000  (estimated). 

4.  United  States  contribution  in  percent:  75  percent: 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar 

$110, 000 

(h)  Counterpart 

$100,000 

1 The  project  made  no  separate  provision  for  engineering  expenses.  Any  required  engineering  on  the 
purchased  equipment  was  included  in  the  purchase  price.  The  end  user  is  responsible  for  all  local 
engineering. 
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5.  Local  contribution  in  percent:  25  percent: 


Fiscal  year  1954 

Fiscal  year  1955- 

Fiscal  year  1966 

Amount 

$50,000 

$20,000 

6.  Engineering  costs:  None.  (See  remarks.) 

7.  Status:  Under  implementation. 

8.  Estimated  completion  date:  January  1956. 

Remarks:  The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Pharmaceutical  plant  No.  1. 

Type:  Manufacture  of  pharmaceuticals. 

Location:  Sosa,  Kyonggi-Do,  Korea. 

2.  Benefits:  Korean  pharmaceutical  plants  are  ’small  scale  and  poorly  equipped 

and  are  able  to  produce  only  one-fifth  of  the  total  requirement  for  medi- 
cines This  project  will  make  it  possible  to  improve  quality  of  medicines 
produced  and  to  increase  the  quantity.  This  project  will  enable  Korea  to 
save  foreign  exchange  by  processing  medicines  in  Korea  which  previously 
had  to  be  purchased  as  finished  medicines. 

3.  Estimated  total  cost:  $335,000  (estimated). 

4.  United  States  contribution  in  percent:  82  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar 

$150, 000 

(6)  Counterpart 

$125, 000 

5.  Local  contribution  H oercent:  18  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

Amount 

$35,000 

$25,000 

6.  Engineering  costs:  None.  (See  remarks.) 

7.  Status:  Contracts  being  negotiated. 

8.  Estimated  completion  date:  June  1956. 

Remarks:  The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Pharmaceutical  plant  No.  2. 

Type:  Manufacture  of  pharmaceuticals. 

Location:  Seoul,  Korea. 

2.  Benefits:  Korean  pharmaceutical  plants  are  small  scale  and  poorly  equipped  and 

are  able  to  produce  only  one-fifth  of  the  total  requirement  for  medicines.  This 
project  will  make  it  possible  to  improve  quality  of  medicines  produced  and 
to  increase  the  quantity.  This  project  will  enable  Korea  to  save  foreign 
exchange  by  processing  medicines  in  Korea  which  previously  had  to  be 
purchased  as  finished  medicines. 

3.  Estimated  total  cost:  $200,000  (estimated). 
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4.  United  States  contribution  in  percent:  80  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar 

$75,000 

(ft)  Counterpart 

$75,000 

5.  Local  contribution  in  percent:  20  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

Amount 

$35,000 

$15,000 

6.  Engineering  costs:  None.  (See  remarks.) 

7.  Status:  Under  implementation. 

8.  Estimated  completion  date:  May  1956. 

Remarks:  The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Pharmaceutical  plant  No.  3. 

Type:  Manufacture  of  pharmaceuticals. 

Location:  Seoul,  Korea. 

2.  Benefits:  Korean  pharmaceutical  plants  are  small  scale  and  poorly  equipped 

and  are  able  to  produce  only  one-fifth  of  the  total  requirement  for  medicines. 
This  project  will  make  it  possible  to  improve  quality  of  medicines  produced 
and  to  increase  the  quantity.  This  project  will  enable  Korea  to  save  foreign 
exchange  by  processing  medicines  in  Korea  which  previously  had  to  be 
purchased  as  finished  medicines. 

3.  Estimated  total  cost:  $190,000  (estimate). 

4.  United  States  contribution  in  percent:  79  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar 

$80, 000 

(6)  Counterpart 

$70,000 

5.  Local  contribution  in  percent:  21  percent: 


V 

Fiscal  year  1955 

Fiscal  year  1956 

Amount 

$25,000 

$15,000 

~6.  Engineering  costs:  None.  (See  remarks.)  / 

7.  Status:  Contracts  being  negotiated. 

8.  Estimated  completion  date:  May  1956. 

Remarks:  The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Pharmaceutical  plant  No.  4. 

Type:  Manufacture  of  pharmaceuticals. 

Location:  Seoul,  Korea. 

2.  Benefits:  Korean  pharmaceutical  plants  are  small  scale  and  poorly  equipped 

and  are  able  to  produce  only  one-fifth  of  the  total  requirement  for  medicines. 
This  project  will  make  it  possible  to  improve  quality  of  medicines  produced 
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and  to  increase  the  quantity.  This  project  will  enable  Korea  to  save  foreign 
exchange  by  processing  medicines  in  Korea  which  previously  had  to  be  pur- 
chased as  finished  medicines. 

3.  Estimated  total  cost:  $230,000  (estimate). 

4.  United  States  contribution  in  percent:  78  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar... 

$80,000 

(b)  Counterpart 

$100,000 

5.  Local  contribution  in  percent:  22  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

Amount 

$35,000 

$15,000 

6.  Engineering  costs:  None.  (See  remarks.) 

7.  Status : Contracts  being  negotiated. 

8.  Estimated  completion  date:  May  1956. 

Remarks:  The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Pharmaceutical  plant  No.  5. 

Type:  Manufacture  of  pharmaceuticals. 

Location:  Seoul,  Korea. 

2.  Benefits:  Korean  pharmaceutical  plants  are  small  scale  and  poorly  equipped 

and  are  able  to  produce  only  one-fifth  of  the  total  requirement  for  medicines. 
This  project  will  make  it  possible  to  improve  quality  of  medicines  produced 
and  to  increase  the  quantity.  This  project  will  enable  Korea  to  save  foreign 
exchange  by  processing  medicines  in  Korea  which  previously  had  to  be  pur- 
chased as  finished  medicines. 

3.  Estimated  total  cost:  $215,000. 

4.  United  States  contribution  in  percent:  79  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar.  

$80, 000 

(6)  Counterpart 

$90,000 

5.  Local  contribution  in  percent:  21  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

Am  mint. 

$30,000 

$15,000 

6.  Engineering  costs:  None.  (See  Remarks.) 

7.  Status:  Contracts  being  negotiated. 

8.  Estimated  completion  date:  May  1956. 

Remarks:  The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Flour  mill  No.  1. 

Type:  Food  processing. 

Location:  Pusan,  Korea. 
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2.  Benefits:  Expansion  of  flour  milling  facilities  in  South  Korea  enables  Korea  to 

take  advantage  of  a differential  price  in  wheat  as  compared  to  rice.  It  also 
accelerates  a desirable  trend  away  from  such  a great  reliance  on  rice.  Sub- 
stitution of  wheat  for  rice  in  the  diet  makes  for  a better  use  of  Korean 
uplands  where  wheat  may  be  grown  to  greater  advantage  than  rice.  This 
resulting  expansion  of  agricultural  output  as  well  as  the  use  of  foreign  wheat 
makes  additional  rice  available  for  export.  The  milling  industry  thus  makes 
a considerable  contribution  to  the  establishment  of  a self-supporting  economy 
in  Korea. 

3.  Estimated  total  cost:  $765,000  (estimate). 

4.  United  States  contribution  in  percent:  85  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar  __  

$280,000 

(6)  Counterpart 

$250,000 

Local  contribution  in  percent:  15  percent: 

Fiscal  year  1955 

Fiscal  year  1956 

Amount 

$70,000 

$45,000 

6.  Engineering  costs:  None.  (See  remarks.) 

7.  Status:  Under  construction. 

8.  Estimated  completion  date:  May  1956. 

Remarks:  The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Flour  mill  No.  2. 

Type:  Food  processing. 

Location:  Seoul,  Korea. 

2.  Benefits:  Expansion  of  flour  milling  facilities  in  South  Korea  enables  Korea  to 

take  advantage  of  a differential  price  in  wheat  as  compared  to  rice.  It  also 
accelerates  a desirable  trend  away  from  such  a great  reliance  on  rice.  Sub- 
stitution of  wheat  for  rice  in  the  diet  makes  for  a better  use  of  Korean  uplands 
where  wheat  may  be  grown  to  greater  advantage  than  rice.  This  resulting 
expansion  of  agricultural  output  as  well  as  the  use  of  foreign  wheat  makes 
additional  rice  available  for  export.  The  milling  industry  thus  makes  a 
considerable  contribution  to  the  establishment  of  a self-supporting  economy 
in  Korea. 

3.  Estimated  total  cost:  $270,000  (estimate). 

4.  United  States  contribution  in  percent:  63  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar.. 

$120,000 

(6)  Counterpart. 

$50,000 

5.  Local  contribution  in  percent:  37  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

Amount 

$80,000 

$20,000 
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. Engineering  costs:  None.  (See  remarks.) 

. Status:  Complete. 

8.  Estimated  completion  date:  October  1955. 

Remarks:  The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineerihg  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Flour  mill  No.  3. 

Type:  Food  processing  plant. 

Location:  Inchon,  Korea. 

2.  Benefits:  Expansion  of  flour  milling  facilities  in  South  Korea  enables  Korea 

to  take  advantage  of  a differential  price  in  wheat  as  compared  to  rice.  It 
also  accelerates  a desirable  trend  away  from  such  a great  reliance  on  rice. 
Substitution  of  wheat  for  use  in  the  diet  makes  for  a better  use  of  Korean 
uplands  where  wheat  may  be  grown  to  greater  advantage  than  rice.  This 
resulting  expansion  of  agricultural  output  as  well  as  the  use  of  foreign  wheat 
makes  additional  rice  available  for  export.  The  milling  industry  thus  makes 
a considerable  contribution  to  the  establishment  of  a self-supporting  econ- 
omy in  Korea. 

3.  Estimated  total  cost:  $470,000  (estimate). 

4.  United  States  contribution  in  percent:  85  percent: 


Fiscal  year  1955 

Fiscal  year  195t> 

(a)  Dollar 

$110, 000 

( b ) Counterpart . 

$290,000 

5.  Local  contribution  in  percent:  15  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

Am  mint. 

$50,000 

$20,000 

6.  Engineering  costs:  None.  (See  remarks.) 

7.  Status:  Project  being  implemented. 

8.  Estimated  completion  date:  March  1956. 

Remarks:  The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Starch  plant  No.  1. 

Type:  Chemical  processing. 

Location:  Seoul,  Korea. 

2.  Benefits:  At  the  present  time  Korea  imports  starch.  Sufficient  expansion  of 

the  starch  industry  will  make  it  possible  to  eliminate  imports.  It  will  also 
make  it  possible  to  get  a better  use  of  Korean  agricultural  resources  since  it 
will  encourage  the  production  of  potatoes  and  corn  on  certain  lands  more 
suited  to  these  crops  than  to  rice  culture.  This  increase  in  agricultural  pro- 
duction will  release  rice  for  export.  The  expansion  of  the  starch  industry, 
therefore,  makes  an  important,  contribution  to  the  establishment  of  an  econ- 
omy of  self-support. 

3.  Estimated  total  cost : $300,000  (estimated) . 

4.  United  States  contribution  in  percent:  85  percent: 


Fiscalfyear  1955 

Fiscal  year  1966 

(nl  Tinllar  - 

$195, 000 

(/))  Cnimt.p.rpart,  

$60,000 
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5.  Local  contribution  in  percent:  15  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

Amount 

$15,000 

$30,000 

*6.  Engineering  cost:  None.  (See  remarks.) 

7.  Status:  End-user  negotiating  purchase  of  equipment. 

8.  Estimated  completion  date:  July  1956. 

Remarks:  The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Starch  plant  No.  2. 

Type:  Chemical  processing. 

Location:  Kunsan  City,  Korea. 

2.  Benefits:  At  the  present  time  Korea  imports  starch.  Sufficient  expansion  of 

the  starch  industry  will  make  it  possible  to  eliminate  imports.  It  will  also 
make  it  possible  to  get  a better  use  of  Korean  agricultural  resources  since  it 
will  encourage  the  production  of  potatoes  and  corn  on  certain  lands  more 
suited  to  these  crops  than  to  rice  culture.  This  increase  in  agricultural  pro- 
duction will  release  rice  for  export.  The  expansion  of  the  starch  industry, 
therefore,  makes  an  important  contribution  of  the  establishment  of  an  econ- 
omy of  self-support. 

3.  Estimated  total  cost:  $100,000  (estimated). 

4.  United  States  contribution  in  percent:  45  percent: 


(a)  Fiscal  year  1955 $45,  000 

-5.  Local  contribution  in  percent:  55  percent: 

Fiscal  year  1955 _ 40,  000 

Fiscal  year  1956 15,  000 


•6.  Engineering  costs:  None.  The  project  made  no  separate  provision  for  engi- 
neering expenses.  Any  required  engineering  on  the  purchased  equipment  was 
included  in  the  purchase  price.  The  end  user  is  responsible  for  all  local 
engineering. 

7.  Status:  Under  procurement. 

8.  Estimated  completion  date:  April  1956. 

Manufacturing  and  Processing 

1.  Project  title:  Starch  Plant  No.  3. 

Type:  Chemical  processing. 

Location:  Pusan,  Korea. 

2.  Benefits:  At  the  present  time  Korea  imports  starch.  Sufficient  expansion  of 

the  starch  industry  will  make  it  possible  to  eliminate  imports.  It  will  also 
make  it  possible  to  get  a better  use  of  Korean  agricultural  resources  since 
it  will  encourage  the  production  of  potatoes  and  corn  on  certain  lands  more 
suited  to  these  crops  than  to  rice  culture.  This  increase  in  agricultural 
production  will  release  rice  for  export.  The  expansion  ©f  the  starch  indus- 
try, therefore,  makes  an  important  contribution  to  the  establishment  of  an 
economy  of  self-support. 

3.  Estimated  total  cost:  $220,000  (estimated). 

4.  United  States  contribution  in  percent:  85  percent. 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar 

$60,000 

( b ) Counterpart 

$127,000 
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5.  Local  contribution  in  percent:  15  percent: 


Fiscal  year  1955 $20,  000 

Fiscal  year  1956 13,  000 


6.  Engineering  costs:  None*.  The  project  made  no  separate  provision  for  engi- 

neering expenses.  Any  required  engineering  on  the  purchased  equipment 
was  included  in  the  purchase  price.  The  end-user  is  responsible  for  all 
local  engineering. 

7.  Status:  Under  procurement. 

8.  Estimated  completion  date:  May  1956. 

Manufacturing  and  Processing 

1.  Project  title:  Starch  plant  No.  4. 

Type:  Chemical  processing. 

Location:  Taejon,  Korea. 

2.  Benefits:  At  the  present  time  Korea  imports  starch.  Sufficient  expansion  of 

the  starch  industry  will  make  it  possible  to  eliminate  imports.  It  will  also 
make  it  possible  to  get  a better  use  of  Korean  agricultural  resources  since  it 
will  encourage  the  production  of  potatoes  and  corn  on  certain  lands  more 
suited  to  these  crops  than  to  rice  culture.  The  increase  in  agricultural  pro- 
duction will  release  rice  for  export.  The  expansion  of  the  starch  industry, 
therefore,  makes  an  important  contribution  to  the  establishment  of  an 
economy  of  self-support. 

3.  Estimated  total  cost:  $125,000  (estimated). 

4.  United  States  contribution  in  percent:  80  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$50,000 

(bj  Counterpart 

$50,000 

5.  Local  contribution  in  percent:  20  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

Amount 

$15, 000 

$10,000 

6.  Engineering  costs:  None.* 

7.  Status:  Under  procurement. 

8.  Estimated  completion  date:  April  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Inwha  Industrial  Co. — Plastic  molding  project. 

Type:  Chemical  processing  plant. 

Location:  Seoul,  Korea. 

2.  Benefits:  Since  the  Korean  war  there  has  been  a major  expansion  of  the 

plastics  industry  in  South  Korea.  At  present  8 companies  are  producing 
1,737  M/T  of  end-products  per  year,  mainly  such  basic  household  items  as 
toothbrushes,  rice  bowls,  glasses,  combs,  etc.  The  establishment  of  this 
project,  besides  greatly  enhancing  South  Korean  capacity  to  mold  and 
extrude  raw  plastics,  should  bring  about  an  annual  foreign  exchange  savings 
of  up  to  $200,000. 

3.  Estimated  total  cost : $230,000  (estimated). 
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4.  United  States  contribution  in  percent:  83  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

a.  Dollar  

$100,000 

b.  Cnnnternart. 

$90,000 

1 

. Local  contribution  in  percent:  17  percent. 
. Engineering  costs:  None.* 


Fiscal  year 
1955 

Fiscal  year 
1956 

Amount 

$30,000 

$10,000 

7.  Status:  Negotiations  are  proceeding. 

8.  Estimated  completion  date:  July  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Nonferrous  metal  sheet  plant. 

Type:  Metalworking  plant. 

Location:  Seoul,  Korea. 

2.  Benefits:  The  project  will  enable  Korea  to  produce  aluminum  sheeting  from 

purchased  aluminum  ingots.  The  purchase  of  ingots  instead  of  sheets 
will  save  foreign  exchange  for  Korea  and  thus  contribute  to  viability. 

3.  Estimated  total  cost:  $602,000  (estimated). 

4.  United  States  contribution  in  percent:  83  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar ... _ __  __  ... 

$267, 000 

( b ) Counterpart . . 

$235, 000 

5.  Local  contribution  in  percent:  17  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

Amount 

$70, 000 

$30,000 

6.  Engineering  costs:  None.* 

7.  Status:  U'nder  implementation. 

8.  Estimated  completion  date:  June  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  White  pigments  plant. 

Type:  Chemical  processing. 

Location:  Mungyong,  Kyangsang-Pukto,  Korea. 

2.  Benefits:  The  project  will  enable  Korea  to  manufacture  white  pigments 

from  Korean  raw  materials  and  will  eliminate  the  necessity  for  spending 
foreign  exchange  on  the  import  of  such  pigments  from  abroad.  The  proj- 
ect will  thus  make  a contribution  to  making  Korea  self-supporting. 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  195  9 


3.  Estimated  total  cost:  $185,000  (estimated). 

4.  United  States  Contribution  in  percent:  78  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$105, 000 

(£>)  Counterpart.... 

$40,000 

Local  contribution  in  percent:  22  percent. 

Fiscal  year 
1955 

Fiscal  year 
1956 

Amount 

$20, 000 

$20,000 

6.  Engineering  costs:  None*. 

7.  Status:  Under  implementation. 

8.  Estimated  completion  date:  May  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in 
the  purchase  price.  The  end-user  is  responsible  for  all  local  engineering.. 

Manufacturing  and  Processing 

1.  Project  title:  ROK  Army  clothing  factory. 

Type:  Garment  factory. 

Location:  Pusan,  Korea. 

2.  Benefits:  The  present  plant  is  a high  cost  operation  and  suffers  from  frequent 

breakdowns.  The  new  equipment  will  expand  the  output  of  the  plant  and: 
will  reduce  the  operating  costs. 

3.  Estimated  total  cost:  $302,000  (estimated). 

4.  United  States  contribution  in  percent:  83  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$252,000 

5.  Local  contribution  in  percent:  17  percent. 


Fiscal  year 

Fiscal  year 

1955 

1956 

Amount 

$50,000 

6.  Engineering  costs:  None*. 

7.  Status:  Equipment  being  manufactured. 

8.  Estimated  completion  date:  June  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Kukje  Telephone  Construction  Co. 

Type:  Communications  equipment. 

Location:  Seoul,  Korea. 

2.  Benefits:  The  end-user  is  already  an  established  telephone  wire  producer. 

This  project  by  providing  for  the  jacketing  and  drawing  of  wire  in  Korea  will 
permit  the  substitution  of  $73,000  of  raw  materials  for  $272,000  of  imported 
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finished  wire.  The  equipment  to  be  purchased  will  draw  and  jacket  up  to 
7.5  million  yards  of  wire  annually. 

3.  Estimated  total  cost:  $70,000  (estimated). 

4.  United  States  contribution  in  percent:  79  percent. 


Fiscal  year 
1935 

Fiscal  year 
1956 

(a)  Dollar 

$50,000 

(6)  Counterpart A 

$5,000 

5.  Local  contribution  in  percent:  21  percent. 


Fiscal  year 

F iscal  year 

1955 

1956 

Amount 

$10,000 

$5,000 

6.  Engineering  costs:  None. 

7.  Status:  Orders  prepared  and  await  ICA/W  approval. 

8.  Estimated  completion  date:  May  1956. 

Manufacturing  and  Processing 

1.  Project  title:  Asbestos  plant. 

Type:  Asbestos  plant. 

Location:  Anyang,  Kyonggi-Do,  Korea. 

2.  Benefits:  There  is  an  essential  demand  for  a number  of  asbestos  products  in 

South  Korea.  If  requirements  cannot  be  met  from  domestic  production, 
imports  will  be  necessary.  Asbestos  is  available  in  Korea  at  a number  of 
mines.  The  project  will  make  for  a better  utilization  of  Korean  resources 
and  will  eliminate  the  need  for  import  of  asbestos  products.  Thus  the 
project  will  contribute  materially  to  an  economy  of  self-support. 

3.  Estimated  total  cost:  $660,000  (estimated). 

4.  United  States  contribution  in  percent:  80  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$304,000 

(ft)  Counterpart 

$225,000 



5.  Local  contribution  in  percent:  20  percent. 


Fiscal  year 

Fiscal  year 

1955 

1956 

Amount 

$80,000 

$50,000 

6.  Engineering  costs:  None.* 

7.  Status:  Under  procurement. 

8.  Estimated  completion  date:  June  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Leather  plant. 

Type:  Leather  processing  and  shoe  manufacturing. 

Location:  Taejon,  Korea. 


822 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  195  9 


2.  Benefits:  One  of  the  basic  needs  of  the  Korean  military  establishment  and  of 

l he  national  police  is  combat  boots.  Good  quality  leather  and  shoe  machin- 
ery are  necessary  to  the  manufacture  of  satisfactory  boots  and  shoes.  The 
project  will  provide  facilities  for  the  making  of  an  improved  quality  of  leather 
and  for  the  production  of  boots  and  shoes.  This  project  will  reduce  the 
number  of  combat  boots  and  shoes  which  must  be  procured  from  abroad. 
This  makes  a significant  contribution  to  the  Korean  economy. 

3.  Estimated  total  cost:  $480,000. 

4.  United  States  contribution  in  percent:  82  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar..  ...  .... ...  .... 

$220, 000 

(bj  Counterpart ...  _.  ......  . . 

$175, 000 

5.  Local  contribution  in  percent:  18  percent. 


Fiscal  year 

Fiscal  year 

1955 

1956 

Amount 

$50, 000 

$35,000 

6.  Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

7.  Status:  Machinery  being  manufactured. 

8.  Estimated  completion  date:  March  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Haptong  book  printing  plant. 

Type:  Book  publishing. 

Location:  Seoul,  Korea. 

2.  Benefits:  Korea  is  deficient  in  printing  plants  for  the  printing  of  necessary 

scientific  and  general  educational  books.  This  plant  will  provide  much- 
needed  facilities  in  this  field. 

3.  Estimated  total  cost:  $475,000. 

4.  United  States  contribution  in  percent:  79  percent. 


Fiscal  year 
1955 

Fisacl  year 
1956 

(a)  Dollar  - - - - - 

$200, 000 

(b)  Counterpart  - - ... 

$175, 000 

Local  contribution  in  percent:  21  percent. 

Fiscal  year 
1955 

Fiscal  year 
1956 

Amount.  ...  ... -/ 

$75,000 

$25,000 

6.  Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

7.  Status:  Contract  negotiations  are  being  conducted. 

8.  Estimated  completion  date:  March  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 
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Manufacturing  and  Processing 

1.  Project  title:  Potassium  chlorate  plant. 

Type:  Chemical  processing  plant. 

Location:  Seoul,  Korea. 

2.  Benefits:  Potassium  chlorate  is  an  essential  chemical  which  at  present  must  be 

imported  into  Korea  for  use  in  the  manufacture  of  matches  and  for  other 
purposes.  Potassium  chloride  from  which  potassium  chlorate  is  made  can 
be  imported  into  Korea  and  processed  at  a considerable  saving  of  foreign 
exchange.  When  Korean  sources  of  potassium  chloride  are  developed  even 
greater  savings  will  accrue.  The  project,  therefore,  results  in  an  immediate 
contribution  to  viability  and  is  an  important  step  in  the  direction  of  making 
a better  use  of  Korean  natural  resources. 

3.  Estimated  total  cost:  $265,000. 

4.  United  States  contribution  in  percent:  85  percent. 


Fiscal  vear 
1955 

Fiscal  year 
1956 

(a)  Dollar  . . ..  _ ..  . . . 

$225,  000 

( b ) Counterpart ._  ..  - _.  _ _ 

Local  contribution  in  percent:  15  percent. 

Fiscal  year 
1955 

Fiscal  year 
1956 

Amount 

$10, 000 

$30,000’ 

6.  Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

7.  Status:  Contracts  have  been  let. 

8.  Estimated  completion  date:  July  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the- 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Three-wheel  truck  plant. 

Type:  Manufacture  of  motor  vehicles. 

Location:  Pusan,  Korea. 

2.  Benefits:  The  three-wheel  truck  has  been  found  suited  to  a large  part  of 

the  local  transport  needs  of  Korea.  The  trucks  are  of  small  capacity  and 
size  and  are  capable  of  traversing  the  narrow  roads  and  streets  sometimes 
encountered  in  Korea.  They  are  also  economical  and  efficient  for  short 
hauls.  Manufacture  of  these  vehicles  in  Korea  will  save  exchange  which 
otherwise  would  be  necessary  for  their  purchase  abroad.  The  plant  will 
thus  make  a contribution  to  the  Korean  economy. 

3.  Estimated  total  cost : $550,000  (estimated). 

4.  United  States  contribution  in  percent  : 85  percent. 


Fiscal  vear 
1955 

Fiscal  year 
1956 

(a)  Dollar..  . . __  . .....  . 

$400,000 

(b)  Counterpart . . ..  ..  . .. 

$70,  00ft 
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5.  Local  contribution  in  percent:  15  percent. 


Fiscal  year 

Fiscal  year 

1955 

1956 

Amount . 

$20,000 

$60,000 

6.  Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

7.  Status:  Contracts  are  being  negotiated. 

8.  Estimated  completion  date:  May  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Hanguk  Tire  Manufacturing  Co. 

Type:  Rubber  and  rubber  products  plant. 

Location:  Seoul,  Korea. 

2.  Benefits:  There  are  approximately  50,000  military  and  essential  civilian  ve- 

hicles in  the  Republic  of  Korea.  The  import  of  tires  and  tubes  is  a large 
drain  on  foreign  exchange.  The  manufacture  of  new  tires  and  tubes  and  the 
recapping  of  tires  will  reduce  this  foreign  exchange  requirement  and  will  con- 
tribute to  self-support. 

3.  Estimated  total  cost:  $450,000  (estimated). 

4.  United  States  contribution  in  percent:  90  percent. 


Fiscal  year 
1955  - 

Fiscal  year 
1956  « * 

(a)  Dollar 

$300,000 

(b)  Counterpart 

$105,000 

5.  Local  contribution  in  percent:  10  percent. 


Fiscal  year 

Fiscal  year 

1955 

1956 

Amount 

$45,000 

6.  Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

7.  Status:  Negotiating  contracts. 

8.  Estimated  completion  date:  July  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  , on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end  user  is  responsible  for  all  local  engineering.1'  - 

Manufacturing  and  Processing 

1.  Project  title:  Bottle  glass  plant. 

Type:  Manufacture  of  glass  containers. 

Location:  Seoul,  Korea. 

2.  Benefits:  The  plant  will  produce  glass  containers  for  the  Korean  market.  There 

has  been  a great  deficit  in  glass  containers  and  a large  part  of  the  supply 
available  has  been  from  salvage  of  bottles  from  U.  S.  Army  dumps.  The 
plant  will  not  only  expand  bottle  glass  production  but  will  provide  bottles  of 
a standard  quality  not  obtainable  from  existing  hand  operated  plants.  Such 
glass  products  in  the  past  have  had  to  be  imported.  This  plant  will  make  a 
a significant  contribution  to  the  establishment  of  an  economy  of  self-support. 

3.  Estimated  total  cost:  $435,000  (estimated). 
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4.  United  States  contribution  in  percent:  85  percent: 


Fiscal  year 
1956 

Fiscal  year 
1956 

(a)  Dollar 

$335,000 

(6)  Counterpart 

$35,000 

5.  Local  contribution  in  percent:  15  percent: 


Fiscal  year 

Fiscal  year 

1955 

1956 

Amount 

$65,000 

6.  Engineering  costs:  0*.  (Including  in  local  labor  costs.) 

7.  Status:  Equipment  being  manufactured. 

8.  Estimated  completion  date:  July  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Rubber  accelerator  plant. 

Type:  Chemical  processing  plant. 

Location:  Seoul,  Korea. 

2.  Benefits:  Rubber  accelerators  and  its  byproduct  pigment  lake  are  necessary  to 

improve  durability  and  hardness  of  rubber  products  essential  to  the  Korean 
economy.  Insecticides  and  pesticides  which  can  be  manufactured  by  this 
plant  are  essential  to  agriculture.  In  the  past  it  has  been  necessary  to  import 
such  chemicals.  The  project  will  make  it  possible  to  save  foreign  exchange 
through  the  production  of  these  chemicals  in  Korea  from  Korean  and  im- 
ported raw  materials.  This  will  make  a contribution  to  Korean  self-support. 

3.  Estimated  total  cost:  $168,000  (estimated). 

4.  United  States  contribution  in  percent:  64  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar ..  _ 

$108, 000 

( b ) Counterpart  ..  - . - 

5.  Local  contribution  in  percent:  36  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

Amount - _ 

$30,  000 

$30,000 

. Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

. Status:  Under  implementation. 

. Estimated  completion  date:  June  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Metal  working  plant — Chosun  Ball  Bearing  Co. 

Type:  Metal  working  plant. 

Location:  Inchon,  Korea. 
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Benefits:  The  project  will  enable  the  plant  to  produce  balls  which  now  must 
be  imported.  After  completion  of  the  project  the  plant  will  be  able  to 
supply  Korean  requirements  for  ball  bearings.  This  will  result  in  a savings 
of  foreign  exchange  and  hence  will  contribute  to  viability. 

Estimated  total  cost:  $425,000  (estimated). 

United  States  contribution  in  percent:  81  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

a.  Dollar __ __  ... 

$200, 000 

b.  Counterpart . ...  ... 

$145, 000- 

Local  contribution  in  percent:  19  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

Amount ..... 

$50, 000 

$30,000 

Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

Status:  Buildings  being  prepared. 

Estimated  completion  date:  June  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

Project  title:  Silk  wTaste  plant. 

Type:  Silk  textiles. 

Location:  Seoul,  Korea. 

Benefits:  Silk  waste  is  that  portion  of  the  filament  on  a cocoon  which  will  not 
unwind  in  the  ordinary  manner.  For  use  it  requires  degumming,  combing, 
and  spinning.  At  present  nearly  all  of  Korean  silk  waste  is  exported  and  in 
turn  types  of  cloth  made  from  silk  waste  (for  example,  raincoat  cloth)  must  be 
imported.  Processing  of  silk  waste  into  cloth  will  improve  the  foreign 
exchange  position  of  the  ROK  Government  in  that  it  will  decrease  imports 
and  increase  the  value  of  exports.  Thus  a contribution  will  be  made  toward 
self-support. 

Estimated  total  cost:  $870,000  (estimated). 

United  States  contribution  in  percent:  80  percent. 


Fiscal  year  1955 

Fiscal  year  1956 

(a)  Dollar.  . _ - - 

$470, 000 

(6)  Counterpart -- 

$230, 000 

Local  contribution  in  percent:  20  percent: 


Fiscal  year  1955 

Fiscal  year  1956 

Amount. ..  ... 

$100,000 

$70,000 

Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

Status:  Under  procurement. 

Estimated  completion  date:  June  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 
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Manufacturing  and  Processing 

1.  Project  title:  Silk  filature. 

Type:  Silk  textiles. 

Location:  South  Korea. 

2.  Benefits:  Silk  filature  in  South  Korea  is  carried  on  by  the  use  of  antiquated 

equipment.  Introduction  of  modern  filature  equipment  will  reduce  the 
present  extremely  high  labor  cost  of  raw  silk  production  and  will  result  in 
the  production  of  a better  average  grade  of  raw  silk.  Since  a large  part  of 
Korean  silk  production  is  for  export  as  raw  silk  or  as  silk  cloth,  these  im- 
provements will  result  in  increased  foreign  exchange  earnings.  This  will 
contribute  to  the  establishment  of  an  economy  of  self-support. 

3.  Estimated  total  cost:  $1,025,000  (estimated). 

4.  L'nited  States  contribution  in  percent:  85  percent. 


F iscal  year 

Fiscal  year 

1955 

1956 

(a)  Dollar  

$745, 000 

(6)  Counterpart 

$130,000 

-5.  Local  contribution  in  percent:  15  percent. 


F iscal  year 
1955 

Fiscal  year 
1936 

Amount .. 

$100,000 

$50,000 

. Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

. Status:  Machinery  not  yet  procured.  Request  has  been  made  to  allow 
Japanese  procurement  instead  of  L'nited  States. 

. Estimated  completion  date:  June  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

. Project  title:  Silk  weaving  and  processing  plant. 

Type:  Silk  textiles. 

Location:  Junjoo.  Kyongsang-Xamdo,  Korea. 

. Benefits:  At  the  present  time  the  company  produces  a limited  number  of 
patterns  and  colors  in  28  inch  cloth.  After  completion  of  the  project  the 
company  will  be  able  to  produce  a greater  amount  of  wider  cloth  in  a wider 
variety  of  patterns  and  colors.  This  will  make  it  possible  for  the  company 
to  expand  its  export  markets.  Korean  earnings  of  foreign  exchange  from 
the  export  of  silk  cloth  will  be  much  greater  than  earnings  at  present  from 
the  export  of  raw  silk.  The  project  will  thus  contribute  towards  an  economy 
of  self-support. 

. Estimated  total  cost:  $686,000  (estimated). 

. L'nited  States  contribution  in  percent:  84  percent. 


Fiscal  year 

Fiscal  year 

1955 

1956 

(a)  Dollar..  ...  . ...  . ..  ........  

(b)  Counterpart 

$376,000 

— 

$200,000 
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5.  Local  contribution  in  percent:  16  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

Amount 

$35,000 

$75,000 

6.  Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

7.  Status:  Under  procurement. 

8.  Estimated  completion  date:  June  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Auto  spare  parts  plant. 

Type:.  Metal  working  plant. 

Location:  Pupyang  City  (Between  Seoul  and  Inchon,  Korea). 

2.  Benefits:  When  this  project  is  finished  the  plant  will  be  capable  of  supplying 

about  one-third  of  the  domestic  requirements  of  parts  manufactured — piston 
valves,  bearing  rods,  connecting  rods,  king  pins,  and  piston  pins,  truck  and 
bus  bodies,  and  auto  springs.  These  spare  parts  are  essential  to  the  operation 
of  the  fleet  of  motor  vehicles  in  Korea.  The  output  of  this  plant  will  reduce 
necessary  imports  and  will  make  a contribution  to  the  establishment  of  an 
economy  of  self-support. 

3.  Estimated  total  cost:  $500,000  (estimated). 

4.  United  States  contribution  in  percent:  81  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar.  . 

$225, 000 

(6)  Counterpart . 

$180,000 

5.  Local  contribution  in  percent:  19  percent: 


Fiscal  year 

Fiscal  year 

1955 

1956 

Amount 

$50, 000 

$45,000 

6.  Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

7.  Status:  Under  procurement. 

8.  Estimated  completion  date:  July  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Marble  plant. 

Type:  Quarrying  and  stone  dressing. 

Location:  Sochung  Island  (75  miles  northwest  of  Inchon,  Korea). 

2.  Benefits:  It  is  expected  that  some  of  the  marble  produced  by  this  plant  will  be 

exported.  Earnings  of  foreign  exchange  resulting  from  such  export  would 
contribute  to  an  economy  of  self-support. 

3.  Estimated  total  cost:  $445,000  (estimated). 
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4.  United  States  contribution  in  percent:  79  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

(n)  Dollar  - __  

$150, 000 

(ft)  Counterpart.  

$200,000 

5.  Local  contribution  in  percent:  21  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

Amount --  -- 

$50,000 

$45, 000 

6.  Engineer  costs:  0*.  (Included  in  local  labor  costs.) 

7.  Status:  Negotiations  underway  for  equipment. 

8.  Estimated  completion  date:  June  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Limestone  crushing  plant. 

Type:  Quarrying  and  mineral  processing. 

Location:  South  Korea. 

2.  Benefits:  The  soils  of  Korea  tend  to  be  too  high  in  acid  content  for  optimum 

growing  conditions.  Limestone  acts  as  a soil  conditioner  and  the  production 
of  these  two  plants  will  have  a significant  beneficial  effect  in  expanding 
agricultural  production  and  thus  contribute  to  self-support  for  the  Korean 
economy. 

3.  Estimated  total  cost:  $812,000  (estimate). 

4.  United  States  contribution  in  percent:  94  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a.)  Dollar 

$500,000 

(6.)  Counterpart 

$262, 000 

5.  Local  contribution  in  percent:  6 percent: 


Fiscal  year 

Fiscal  year 

1955 

1956 

Amount... 

$50,000 

6.  Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

7.  Status:  Under  procurement. 

8.  Estimated  competion  date:  July  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Agar-Agar  Plant  No.  1 
Type:  Food  processing  plant 
Location:  Pusan,  Korea 

2.  Benefits:  The  modernization  of  agar-agar  production  will  improve  the  quality 

and  increase  the  quantity  of  agar-agar  produced  in  Korea.  Increased  pro- 
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duct  ion  will  come  about  not  only  through  the  fact  that  the  plant  will  make 
possible  higher  yield  from  seaweeds  processed  than  is  possible  from  con- 
ventional methods  but  also  through  the  fact  that  the  plant  will  make  possible 
the  use  of  additional  seaweeds  not  otherwise  useable.  Since  agar-agar  is 
produced  in  Korea  for  export,  this  project  will  increase  Korea’s  foreign  ex- 
change earnings  and  hence  will  contribute  to  viability. 

3.  Estimated  total  cost:  $490,000  (estimated). 

4.  United  States  contribution  in  percent:  85  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar.. 

$335,000 

(b)  Counterpart _ . ...  ...  

$85,000 

5.  Local  contribution  in  percent:  15  percent. 


Fiscal  year 

Fiscal  year 

1955 

1956 

Amount.  ..  ...  . ...  . . .... 

$75,000 

6.  Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

7.  Status:  Negotiating  for  purchase  of  machinery. 

8.  Estimaled  completion  date:  July  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Agar-Agar  Plant  No.  2 
Type:  Food  processing  plant 
Location:  Sunchon,  Cholla  Nam  do,  Korea 

2.  Benefits:  The  modernization  of  agar-agar  production  will  improve  the  quality 

and  increase  the  quantity  of  agar-agar  produced  in  Korea.  Increased 
production  will  come  about  not  only  through  the  fact  that  the  plant  will 
make  possible  higher  yield  from  seaweeds  processed  than  is  possible  from 
conventional  methods  but  also  through  the  fact  that  the  plant  will  make 
possible  the  use  of  additional  seaweeds  not  otherwise  useable.  Since 
agar-agar  is  produced  in  Korea  for  export,  this  project  will  increase  Korea’s 
foreign  exchange  earnings  and  hence  will  contribute  to  viability. 

3.  Estimated  total  cost:  $235,000  (estimate). 

4.  United  States  contribution  in  percent:  85  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar  

$150,000 

( b ) Counterpart  

$50,000 

5.  Local  contribution  in  percent:  15  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

Amount ..  

$10,000 

$25,000 

6.  Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

7.  Status:  Under  procurement. 

8.  Estimated  completion  date:  May  1956. 
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Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Agar-agar  plant  No.  3. 

Type:  Food  processing  plant. 

Location:  Seoul,  Korea. 

2.  Benefits:  The  modernization  of  agar-agar  production  will  improve  the  quality 

and  increase  the  quantity  of  agar-agar  produced  in  Korea.  Increased  pro- 
duction will  come  about  not  only  through  the  fact  that  the  plant  will  make 
possible  higher  yields  from  seaweeds  processed  than  is  possible  from  con- 
ventional methods  but  also  through  the  fact  that  the  plant  will  make 
possible  the  use  of  additional  seaweeds  not  otherwise  useable.  Since  agar- 
agar  is  produced  in  Korea  for  export,  this  project  will  increase  Korea’s 
foreign  exchange  earnings  and  hence  will  conti ibute  to  viability. 

3.  Estimated  total  cost:  $235,900  (estimated). 

4.  United  States  contribution  in  percent:  83  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

(b)  Dollar 

$150, 000 

(a)  Counterpart 

$50,900 

5.  Local  contribution  in  percent:  17  percent. 


Fiscal  year 

Fiscal  year 

1955 

1956 

Amount 

$10, 000 

$25, 000 

6.  Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

7.  Status:  Machinery  being  manufactured. 

8.  Estimated  completion  date:  March  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Paper  mill  (Dae  Han). 

Type:  Paper  manufacturing. 

Location:  Seoul,  Korea. 

2.  Benefits:  One  of  the  constant  and  major  foreign  exchange  outlays  by  Korea  is 

for  newsprint.  At  present  about  three-fifths  of  the  requirement  of  25,000 
M/T  must  be  imported.  This  project  will  contribute  toward  self-sufficiency 
in  newsprint  and  will,  therefore,  reduce  necessary  foreign  exchange  expendi- 
tures. This  will  improve  Korea’s  chances  for  the  establishment  of  a viable 
economy. 

3.  Estimated  total  cost:  $760,000  (estimated). 

4.  United  States  contribution  in  percent:  86  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$400,000 

(bj  Counterpart 

$250,000 
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5.  Local  contribution  in  percent:  14  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

Amount 

$50, 000 

$60,000 

6.  Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

7.  Status:  Orders  being  solicited. 

8.  Estimated  completion  date:  November  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 

1.  Project  title:  Paper  mill  (Chung-gu). 

Type:  Manufacture  of  paper. 

Location:  Taegu,  Korea. 

2.  Benefits:  At  present  Korea  imports  a considerable  amount  of  printing  paper. 

The  expansion  of  this  plant  will  decrease  required  imports  as  pulp  can  be 
purchased  at  less  cost  than  paper.  The  plant  will  make  a contribution  to 
the  establishment  of  an  economy  of  self-support. 

3.  Estimated  total  cost:  $771,000  (estimated). 

4.  United  States  contribution  in  percent:  74  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dollar 

$371, 000 

(b)  Counterpart 

$200, 000 

Local  contribution  in  percent:  26  percent. 

Fiscal  year 
1955 

Fiscal  year 
1956 

Amount 

$200,000 

Engineering  costs:  0.*  (Included  in  local  labor  costs.) 
Status:  Contract  being  negotiated. 

Estimated  completion  date:  Delivery  period  ends  Dec.  31, 

1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 


Manufacturing  and  Processing 

1.  Project  title:  Paper  mill  (Sam  Poong). 

Type:  Manufacture  of  paper. 

Location:  Kyonggi  Do,  Korea. 

2.  Benefits:  One  of  the  constant  and  major  foreign  exchange  outlays  by  Korea  is 

for  newsprint.  At  present  about  three-fifths  of  the  requirement  of  25,000 
M/T  must  be  imported.  This  project  will  contribute  toward  self-sufficiency 
in  newsprint  and  will,  therefore,  reduce  necessary  foreign  exchange  expendi- 
tures. This  will  improve  Korea’s  chances  for  the  establishment  of  a viable 
economy. 

3.  Estimated  total  cost:  $1,300,000  (estimated). 
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4.  United  States  contribution  in  percent:  62  percent: 


Fiscal  year 
1955 

Fiscal  year 
1956 

(a)  Dnllar  .....  _ . _ _ 

$500,000 

(h)  Uonnt.prpfvt.  . .... 

$300,000 

5.  Local  contribution  in  percent:  38  percent. 


Fiscal  year 

Fiscal  year 

1955 

1956 

Amount  _ . _ . _ - 

$300,000 

$200,000 

6.  Engineering  costs:  0.*  (Included  in  local  labor  costs.) 

7.  Status:  Contracts  being  negotiated. 

8.  Estimated  completion  date:  November  1956. 

Remarks:  *The  project  made  no  separate  provision  for  engineering  expenses. 
Any  required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 

Manufacturing  and  Processing 


1. 


2. 


3. 

4. 


Project  title:  Small  industrial  enterprises. 

Type:  Manufacturing  and  processing. 

Location:  South  Korea. 

Benefits:  These  small  industrial  enterprises  will  contribute  to  the  establish- 
ment of  a viable  economy  and  to  the  strengthening  of  a private  enterprise 
system.  Projects  are  screened  for  essentiality  of  production  if  for  domestic 
consumption  and  for  being  either  foreign  exchange  earners  or  foreign  ex- 
change savers. 

Estimated  total  cost:  $3,000,000  (estimated). 

United  States  contribution  in  percent:  100  percent.  Fiscal  year  1956 

(a)  Dollar.  $3,000,000 

(b)  Counterpart (J) 


5.  Local  contribution  in  percent:  0) 

6.  Engineering  costs:  0*.  (Included  in  local  labor  costs.) 

7.  Status:  No  agreement  as  yet  has  been  reached  with  the  ROK  Government 

on  the  specific  projects  to  be  implemented. 

8.  Estimated  completion  date: 

Remarks:  1 Counterpart  requirements  will  arrive  in  fiscal  year  1957.  Same 
ROK  contribution  will  be  made  during  fiscal  year  1956,  but  it  is  not  possible 
to  estimate. 

*The  project  made  no  separate  provision  for  engineering  expenses.  Any 
required  engineering  on  the  purchased  equipment  was  included  in  the 
purchase  price.  The  end-user  is  responsible  for  all  local  engineering. 


Manufacturing  and  Processing 


1.  Project  title:  Fertilizer  Plant  No.  2. 

Type:  Nitrogen  fertilizer  (urea). 

Location:  South  Korea. 

2.  Benefits:  This  fertilizer  plant  will  have  a capacity  to  produce  about  one-third 

of  the  total  nitrogen  fertilizer  requirements  of  South  Korea.  Fertilizer  is 
necessary  to  provide  an  adequate  agricultural  production  in  South  Korea. 
The  establishment  of  this  plant  will  decrease  by  $8,000,000  to  $10,000,000 
per  year  the  foreign  exchange  required  for  imported  fertilizers.  This  will 
make  a major  contribution  to  the  creation  of  a self-supporting  economy. 

3.  Estimated  total  cost:  $19,000,000  (dollar  cost  only).1 

4.  United  States  contribution  in  percent:  100  percent.  Fiscal  year  1956 


a.  Dollar $19,000,000 

b.  Counterpart 
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5.  Local  contribution  in  percent: 

a.  Labor 

b.  Land 

c.  Other 

6.  Engineering  costs:  $500, 000. 2 Included  in  local  labor  costs. 

7.  Status:  Agreement  in  principle  has  been  reached  with  ROK  Government,  but 

but  details  are  yet  to  be  agreed  to. 

8.  Estimated  completion  date:  March  1958. 

Remarks:  1 The  counterpart  requirement  will  arise  in  fiscal  year  1957  and 
continue  in  fiscal  year  1958.  The  counterpart  requirement  will  perhaps  be 
equivalent  to  $5,000,000  in  total.  ROK  contribution  is  expected  to  be  about 
5 percent  of  total  cost  of  project. 

2 Some  of  engineering  on  first  plant  can  be  used  on  second  plant  and  hence 
the  engineering  costs  are  less. 

Mining  and  Minerals 

1.  Project  title:  Hambaek  Development. 

Type:  Anthracite  Coal  Mining. 

Location:  Hambaek  Coal  Field,  Kangwan-Do,  Korea. 

2.  Benefits:  Korea  is  suffering  from  a shortage  of  fuel.  To  meet  this  shortage  it 

has  been  necessary  to  import  quantities  of  bituminous  coal  and  to  overcut 
the  forests.  This  has  caused  a heavy  drain  on  available  foreign  exchange 
and  has  depleted  the  forests.  Expanded  coal  production  will  contribute 
to  the  solution  of  one  of  Korea’s  most  difficult  problems. 

3.  Estimated  total  cost:  $600,000  (estimated). 

4.  United  States  contribution  in  percent:  100  percent. 

Fiscal  year  1936 


(a)  Dollar „ $550,000 

(b)  Counterpart.,., „ _ __  _ _ _ _ _ _ - 50,000 


5.  Local  contribution  in  percent:  — . Amount,  $5,659,000. 

6.  Engineering  costs:  (*). 

7.  Status:  Agreement  has  been  reached  on  basic  project  outlines.  Details  of 

project  being  prepared. 

8.  Estimated  completion  date:  June  1957. 

Remarks:  ^Engineering  services  will  be  furnished  by  UNKRA  during  fiscal 
year  1956. 

Mining  and  Minerals 

1.  Project  title:  Hambaek  Exploratory  Drilling. 

Type:  Mineral  Exploration. 

Location:  Hambaek  Coal  Field,  Kangwan-Do,  Korea. 

2.  Benefits:  Data  obtained  from  exploratory  drilling  will  give  information  for 

development  of  an  overall  fuel  policy  and  will  make  it  possible  to  determine 
best  location  for  mines  and  mine  layouts.  The  fiscal  year  1956  dollar  budget 
is  estimated  to  be  about  two-thirds  the  total  dollar  cost  of  necessary  drilling. 
Balance  will  have  to  be  financed  out  of  fiscal  year  1957  funds. 

3.  Estimated  total  cost:  $550,000  (estimated). 

4.  United  States  contribution  in  percent:  100  percent. 

Fiscal  year  1956 


(a)  Dollar $500,000 

(b)  Counterpart 50,  000 


5.  Local  contribution  in  percent:  — . 

6.  Engineering  costs:  — . 

7.  Status:  A firm  request  for  $680,000  of  UNKRA  funds  was  agreed  to  by  the 

ROK  Government  but  was  not  enough  to  make  contract  for  full  drilling 
program  with  private  contractor.  In  division  of  responsibilities  OEC  and 
UNKRA  agreed  to  transfer  of  project  because  it  is  believed  that  ICA  can 
save  money  by  contracting  with  US  Bureau  of  Mines  or  US  Geological 
Survey  to  furnish  a team.  Project  transfer  has  not  yet  been  discussed  with 
ROK  Govt. 

8.  Estimated  completion  date:  June  1957. 
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Fisheries 


1.  Project  title:  Fish  boat  construction. 

Type:  Construction  of  wooden  fishing  boats. 

Location:  South  Korea. 

2.  Benefits:  Expansion  of  the  fishing  fleet  will  result  in  increased  landings  of 

fish  and  marine  products.  Korea  is  not  only  short  in  her  total  supply  of 
food,  but  extremely  short  on  animal  proteins.  Increased  production  of 
fish  will  alleviate  this  dietary  deficiency  and  will  also  make  possible  increased 
foreign  exchange  earnings  through  the  sale  of  more  marketable  varieties. 

3.  Estimated  total  cost:  $1,412,000  (estimated). 

4.  United  States  contribution  in  percent:  85  percent.  Fiscal  year  1956 

(а)  Dollar $1,000,000 

(б)  Counterpart 1 200,  000 


5.  Local  contribution  in  percent:  15  percent,  $212,000  L 

6.  Engineering  costs:  None. 

7.  Status:  Project  has  been  informally  agreed  to  between  OEC  and  ROK  Gov- 

ernment. PPA  is  being  prepared. 

8.  Estimated  completion  date:  June  1957. 

Remarks:  1 Additional  local  currency  costs  will  be  encountered  in  fiscal  year 
1957  at  an  estimated  equivalent  of  about  $500,000. 


Education 


1.  Project  title:  Laboratory  and  classroom  equipment  for  colleges  of  agriculture 

medicine,  and  engineering. 

Type:  Educational. 

Location:  Seoul  and  Suwon,  Korea. 

2.  Benefits:  This  project  will  provide  equipment  and  material  required  to  replace 

or  repair  items  and  facilities  damaged  during  the  period  of  hostilities. 

3.  Total  cost:  $1,300,000. 

4.  United  States  contribution:  96  percent. 

Fiscal  year  1956 

Dollar $1,150,000 

Counterpart 100,  000 

5.  Local  contributions:  $50,000. 

6.  Engineering  costs:  None. 

7.  Status:  Delivery  of  materials  to  begin  January  1956  and  completed  and  in- 

stalled by  December  1956. 

8.  Estimated  completion  date:  December  1956. 

Education 

1.  Project  title:  Rehabilitation  and  construction  of  buildings  at  Colleges  of 

Agriculture,  Engineering  and  Medicine  of  Seoul  National  University. 

Type:  Educational. 

Location:  Seoul  and  Suwon  Korea. 

2.  Benefits:  This  project  will  assist  in  rebuilding  the  war-damaged  physical  plant 

of  the  Colleges  of  Agriculture,  Engineering  and  Medicine. 

3.  Total  cost:  $2,372,220. 

4.  United  States  contribution:  100  percent. 


Fiscal  year 
1955 

Fiscal  year 
1956 

Dollar 

$551, 000 

Counterpart  . . . 

$1, 825,220 

5.  Local  contributions:  None. 

6.  Engineering  costs:  None. 

7.  Status:  Procurement  has  been  authorized  and  delivery  of  material  expected 

to  begin  by  February  1956.  Delivery  should  be  completed  by  June  30, 
1956,  and  Rehabilitation  and  Construction  accomplished  by  January  1957. 

8.  Estimated  completion  date:  January  1957. 
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1.  Project  title:  Operating  facilities  for  Seoul  National  University. 

Type:  Educational. 

Location:  Seoul  and  Suwon  Korea. 

2.  Benefits:  This  project  will  provide  the  materials  for  and  the  actual  rehabilita- 

tion and  construction  of  essential  buildings  damaged  or  demolished  during 
the  Korean  War.  These  buildings  are  located  in  the  Schools  of  Engineering, 
Nursing,  Medicine,  Veterinary  Medicine  and  Agriculture.  In  addition  it 
will  provide  such  laboratory  and  other  classroom  equipment  and  supplies 
necessary  to  strengthen  the  Educational  and  Research  program  of  the 
University. 

3.  Total  cost:  $2,689,000. 

4.  United  States  contribution:  100  percent. 

Dollar 

Counterpart 

5.  Local  contributions:  None. 

6.  Engineering  costs:  Included  in  counterpart. 

7.  Status:  Arrival  of  construction  materials,  equipment  and  supplies  May  to 

August  1956.  Complete  installation  of  equipment  and  repair  and  construc- 
tion of  buildings  by  January  1,  1957. 

8.  Estimated  completion  date:  January  1,  1957. 

Education 
Fiscal  year  1956 

1.  Project  title:  Elementary  Classroom  Construction. 

Type:  Educational. 

Location:  Throughout  Korea. 

2.  Benefits:  This  project  will  provide  the  basic  construction  materials  for  the 

rehabilitation  and  construction  of  permanent  type  school  classrooms  to 
replace  a portion  of  the  10,329  classrooms  completely  destroyed  and  the 
11,006  classrooms  partially  destroyed  during  the  Communist  invasion. 

3.  Total  cost:  $2,465,578. 

4.  United  States  contribution:  $2,265,578.  92  percent. 

Dollar 

Counterpart 

5.  Local  contribution:  $200,000. 

6.  Engineering  costs:  Included  in  counterpart. 

7.  Status:  Arrival  of  construction  materials  approximately  June  1956.  Com- 

pletion of  rehabilitation  and  construction  of  individual  projects  February 
1957. 

8.  Estimated  completion  date:  February  1957. 

Exhibit  D 

Program  Status  Report 

International  Cooperation  Administration,  fiscal  years  1954-56,  Korea,  July 
1956,  United  Nations  Command,  Office  of  the  Economic  Coordinator  for  Korea 

Prepared  by  Reports  and  Statistics  Branch,  Office  of  Program  Planning,  Office 

of  the  Economic  Coordinator  for  Korea 

United  Nations  Command,  Office  of  the  Economic  Coordinator  for  Korea, 

August  31,  1956 

Preface 

This  report  is  the  joint  effort  of  the  Office  of  the  Controller  and  of  the  Office 
of  Program  Planning  working  cooperatively.  The  air  is  to  provide  comprehen- 
sive answers  regarding  the  progress  being  made  in  implementing  the  economic 
aid  program  in  Korea  of  the  International  Cooperation  Administration  and  its 
predecessor  Foreign  Operations  Administration. 


Fiscal  year  1956 
$1,  000,  000 
1,  265,  578 


Fiscal  year  1956 

$1,  450,  000 
1,  239,  000 
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The  categories  for  data  in  the  project  assistance  components  follow  those 
set  forth  in  ICA  Manual  Order  722.6,  Subject : Coding  of  Documents  for  Project 
Type  Assistance. 

The  following  definitions  of  the  categories,  project  and  non-project  assistance 
are  taken  from  ICA  Operations  Report,  fiscal  year  1955,  issue  No.  4,  dated 
November  16,  1955,  and  technical  cooperation  from  Handbook  of  Mutual  Security 
Legislation. 

(1)  Project-type  assistance  covers  all  activities  of  ICA  which  are  primarily 
designed  to  assist  cooperating  countries  directly  in  the  development  or  accom- 
plishment of  specific  undertakings  or  enterprises. 

(2)  Non-project-type  assistance  is  designed  primarily  to  accomplish  the  trans- 
fer of  resources  from  the  United  States  to  the  cooperating  countries  to  enable 
them  to  meet  broad  economic  or  defense  support  needs.  This  includes  the  “com- 
modity programs”  carried  out  by  means  of  procurement  authorizations  (PA’s). 

(3)  Technical  cooperation  programs  are  for  the  international  interchange 
of  technical  knowledge  and  skills  designed  to  contribute  primarily  to  the 
balanced  and  integrated  development  of  the  economic  resources  and  produc- 
tive capacities  of  economically  underdeveloped  areas. 

Included  in  the  data  for  non-project  assistance  under  “Agricultural  com- 
modities” is  shown  the  category:  “Section  402.”  The  commodities  listed  there- 
under are  United  States  surplus  agriculutral  commodities. 

Measurement  of  program  status  is  determined  by  an  elevation  of  the  factors 
shown  under  the  columns  headed : “Obligations,”  “Contracts,”  and  “Arrivals,” 
respectively.  Program  amounts  are  the  current  1956  operational  program  and 
obligated  portions  of  1954  and  1955  programs. 

Obligations. — The  amounts  shown  under  this  heading  represent  the  portion 
of  the  program  for  which  funds  have  been  obligated  by  ICA/W.  An  asterisk 
beside  a PA  number  indicates  that  the  PA  has  been  closed  out.  For  fiscal  year 
1956.  amounts  shown  represent  those  for  which  project  agreements,  PIO/T’s 
(United  States  employed  technicians  only)  and  PIO/P’s  have  been  initiated. 

Contracts. — The  amounts  shown  under  this  heading  represent  the  portion 
of  the  obligated  amount  which  has  been  committed  for  services  or  commodities 
by  contractual  arrangements.  The  value  of  arrivals  is  used  where  copies  of 
contracts  have  not  been  received. 

Arrivals. — The  amounts  shown  under  this  heading  represent  the  portion 
of  the  obligated  amount  which  has  been  expended,  as  for  technician’s  services, 
the  value  of  aid  goods,  per  se,  arrived  in  Korea. 

Figures  for  contracts  and  arrivals  are  cumulative  and  are  the  latest  available 
as  of  the  close  of  the  reporting  period. 

The  types  of  procurement  are  indicated  by  letter  code,  as  follows : 

A — United  States  Agency  procurement 
B — Nonspecified  end  user  through  Bank  of  Korea 
C — Specified  end  user  through  Bank  of  Korea 
D — Office  of  Supply,  Republic  of  Korea 
E — Special  Procurement 

Abbreviations  for  programs  documentation  used  herein,  are  as  follows : 

FR — Firm  request 

PPA — Project  proposal  and  approval 

PR — Purchase  requisition 

PA — Procurement  authorization 

PIO — Project  implementation  order 

PIO/P — Project  implementation  order  participants 

PIO/T — Project  implementation  order  technical  assistance 

PIO/C — Project  implementation  order  commodities 

ProAg — Project  agreement 
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Part  I-A 

Program  summary , total  program 

[In  thousands  of  United  States  dollars] 


Fiscal  year 

Program 

1956,  for- 
warded to 
ICA/W 

Obligations 

Contracts 

Arrivals 

Total  program 

780, 268 

347, 611 

780,  249 

589, 075 

450.  509 

1054 

182,  465 
254,900 
342,  903 

182,  465 
254, 900 
342, 884 

180,  872 
240,  942 
167,  261 

152, 651 
197, 011 
100,847 

1955.. 

1056  

347, 611 

Project  assistance  com- 
ponent  

339,  421 

109, 493 

339, 414 

235,  576 

157,411 

1954 

83,  455 
146.  485 
109,  481 

83,  455 
146,  485 
109,  474 

82,  353 
133.  008 
20,  215 

56, 349 
91,529 
9,533 

1955  

1956 

109,  493 

N on  project  assistance  com- 
ponent  

435,  847 

233, 105 

435, 847 

353,480 

293,092 

1954 

99,  010 
108,  415 
228,  422 

99, 010 
108,  415 
228,  422 

98,  519 
107,  934 
147,  027 

96, 302 
105, 482 
91,308 

1955 

1956. 

233, 105 

Technical  cooperation 

1954 

5,000 

5, 013 

4,  988 

19 

6 

1955 

1956.. 

5,000 

5, 013 

4,  988 

19 

6 

Part  II-A 

Summary  status  report , fiscal  year  1954  program , as  of  July  81,  1956 

[In  thousands  of  United  States  dollars! 


Code/activity  field  and  commodity 

Obligations, 

PA 

Contracts 

Arrivals 

Grand  total 

182,  465 

180, 872 

152,  651 

Project  assistance 

83,455 

82,353 

56, 349 

10  Agriculture  and  natural  resources 

20  Industry  and  mining  

30  Transportation 

1,209 
55, 463 
23,  001 
2,  278 
750 
754 

1,209 
54,  413 
22,  950 
2,  277 
750 
754 

1,209 
31, 189 
20.693 
2,206 
298 
754 

50  Health  and  sanitation 

60  Education 

90  General  and  miscellaneous 

Nonproject  assistance 

99, 010 

98,  519 

96, 302 

Agricultural  commodities 

Fuels  

26,  493 
9,  712 
35.  346 
22,  646 
4,813 

26,  493 
9,  712 
35,  346 
22, 194 
4,  774 

26,  493 
9,  712 
35,  346 
19,  977 
4,  774 

Raw  materials  and  semifinished  products. 

Investment  salables 

Vehicles  and  other  equipment  
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Part  II-B 

Program  detail — Project  assistance  component , defense  support,  fiscal  year  1954 

[In  thousands  of  United  States  dollars] 


10 


20 


30 


Code  and  activity  field 


Project  assistance  total 

Agriculture  and  natural  resources 


Firm 

request 

No. 


PA  No. 


Pro- 

cure- 

ment 

code 


13  Crop  and  livestock  development 


Seed  potatoes 

Grain  warehouses.— .. 

Crop  disease  control  (spiayers  and 
dusters). 

Crop  disease  control 


4-26 

4-137— 
4-62 


4112*— 
4331*— 
4274*. ... 


4-62. 


4261*— 


A 

D 

D 

D 


Industry  and  mining 


22  Power  and  communications. 


Power:.— . 

Rehabilitate  Hwach’on  power- 
plant  (International  Engi- 
neering Co.)_ 

Rehabilitate  Hwach’on  power- 
plant  (International  E n g i - 
neering  Co.) 

Hydro  exploratory  survey 

Thermal  plant  development 
(Bechtel). 

Do 

Power  rehabilitation  engineer 
services. 

Communications 

Seoul  central  exchange 

Seoul  telephone  cable 

Communications  school  equip- 
ment. 


4-2 

4215 

4-2 

4334 

4-123— 
4-61 

4-61 

4328 

4302 

4304 

4-124— 

4329 

4-84 

4284 

4-95 

4287 

4-109— 

4314 

E 

A 


E 

E 

E 

E 


A 

A 

A 


Maintenance  equipment—. 

Masan  cable  plant 

Masan  telephone  exchange. 
T aejon  telephone  exchange. 

Taejon  cable  plant... 

Police  communications 


4-106— 
4-107— 
4-108— . 

4-111 

4-112 

4-110— 


4298. 

4317. 

4316. 

4321 

4312 

4313. 


A 

A 

A 

A 

A 

A 


23  Manufacturing  and  processing 


Fertilizer  plant,  Ch’ungju. 

Pesticide  plant 

Rubber  reclaiming  plant. . 
Aluminum  sulfate  plant.  . 
Auto  tire  plant 


4-132— 

4-92 

4-125 

4-126 

4-76 


4318 

4288 

4332*— 

4333 

4279*— 


E 

C 

C 

C 

C 


25  Engineering  and  construction. 


Rehabilitation,  Chosun  Hotel 

Architectural  services  (King  Asso- 
ciates) . 


Transportation  . 
31  Highways. . 


4-129—. 
4-65 


4330*. 

4257*. 


A 

E 


Roads  and  bridges 


4-17. 


Do 

Do 


4-80 


4218. 

4244. 

4294. 


A 

A 

D 


33  Railways 


Explosives.  . . . . 

Construction  material 

4-70 

4^94 

Linseed  oil 

Technical  assistance  contract 
(Utah) 

Rail  station  warehouses 

4-99 

4-102 

4-5 

Freight  cars  ...  . 

Freight  cars,  narrow  gage  

4-6 

Passenger  coaches  ..  

4-7 

Locomotive  parts. ' 

4-79 

Lumber  for  repairs 

4251*— 

4289  .- 

4121*— 

4614*— 

4290  

4202  

4204 

4203  

4273*. ... 
4307*— 


A 

A 

A 

E 

D 

A 

A 

A 

A 

A 


Obliga- 
tions PA 
value 

Con- 

tracts 

Arriv- 

als 

83, 455 

82,353 

56, 349 

1,  209 

1,209 

1,209 

1.209 

1,209 

1,209 

42 

42 

42 

987 

987 

987 

156 

156 

156 

24 

24 

24 

55,463 

54,  413 

31, 189 

34,  859 

33,809 

26,  700 

(29, 117) 

(28, 067) 

(24, 151) 

285 

285 

265 

282 

282 

170 

450 

26,500 

26,500 

22, 716 

1,000 

600 

1,000 

1,000 

(5,  742) 

(5,742) 

(2,  549) 

2,  460 

2,460 

483 

1,045 

1,045 

993 

35 

35 

28 

517 

517 

505 

97 

97 

71 

97 

97 

79 

312 

312 

179 

179 

103 

1,000 

1,000 

287 

20,  438 

20, 438 

4, 323 

19,  555 

19,  555 

3,440 

110 

110 

110 

193 

193 

193 

100 

100 

100 

480 

480 

480 

166 

166 

166 

24 

24 

24 

142 

142 

142 

23, 001 

22,  950 

20,  693 

2,009 

2,  009 

1,  593 

742 

742 

717 

203 

203 

99 

1,064 

1,064 

777 

17,  975 

17,924 

16,083 

77 

77 

77 

2,  424 

2,424 

1,  950 

1 

1 

1 

196 

196 

196 

184 

1S4 

182 

10, 470 

10,422 

10, 125 

320 

320 

309 

1,000 

1,000 

1,  641 

1,641 

1,641 

277 

277 

277 

840 
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Program  detail — Project  assistance  component,  defense  support,  fiscal  year  1954 — Con. 

[In  thousands  of  United  States  dollars] 


30 


60 


60 


90 


Code  and  activity  field 


Firm 

request 

No. 


PA  No. 


Pro- 

cure- 

ment 

code 


Transportation— Continued 
33  Railways— Continued 

Ocean  freight  for  lumber 

Locomotive  headlight  equipment- .. 

Watering  installations 

Seoul  backshops 

Han  River  Bridge 

Do... 

Do 

Do - 

Railway  bridge 

Track  maintenance 

Signal  equipment. 


4-105. 

4-64- 

4-97- 

4-103- 


4-91— 

4-101. 

4-119. 


4803*. 

4293*. 

4267*. 

4286*. 

4303*. 

4297*. 

4300*. 

4305*. 

4277- 

4315- 

4308*. 


34  Port  facilities  and  harbor  improvement. 


Port  and  harbor  rehabilitation. 

Port  and  harbor  equipment 

Cargo  handling  equipment 

Mukho  conveyer 


4-118- 

4-130- 

4-24- 

4-10— 


4310*. 
4323*. 
4219. . 
4206*. 


Health  and  sanitation- 


52  Environmental  sanitation. 

Water  supply  system: 

28  cities 


City  of  Seoul. 

Ocean  freight- 
24  cities 


4 large  cities — 

Education,. 

66  Professional  and  higher  education.. 


Seoul  National  University  (Minn- 
esota)   


General  and  miscellaneous. 
99  All  other 


4-16. 

4-22. 


4-88- 

4-115. 


4-138 


4216*. 

4212*. 

4231*. 

4264.. 

4802. . 
4299*. 
4301*. 

4309. . 


4613. 


A 

A 

A 

D 

A 

A 

A 

A 

D 

A 

A 


D 

D 

A 

A 


A 

A 

A 

A 

A 

D 

D 

D 


E 


Technical  assistance 


4-122— 


4612*-- 


E 


Program  operating  costs.  .. 
Technical  support,  KCAC 


Administrative  cost 


Obliga- 
tions PA 
value 

Con- 

tracts 

Arriv- 

als 

90 

90 

90 

70 

70 

70 

64 

64 

64 

143 

140 

140 

476 

476 

476 

60 

60 

60 

22 

22 

22 

33 

33 

33 

117 

117 

60 

206 

206 

206 

104 

104 

104 

3,017 

3,  017 

3, 017 

1, 328 

1,328 

1,328 

532 

532 

532 

1,050 

1, 050 

1,050 

107 

107 

107 

2, 278 

2,  277 

2,206 

2,  278 

2, 277 

2,206 

271 

271 

271 

19 

19 

19 

557 

557 

557 

47 

47 

47 

20 

20 

20 

474 

474 

474 

78 

78 

78 

812 

811 

740 

750 

750 

298 

750 

750 

298 

750 

750 

298 

754 

754 

754 

754 

754 

754 

14 

14 

14 

25 

25 

25 

330 

330 

330 

385 

385 

385 
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Part  II-C 

Program  detail — Nonproject  assistance  component,  defense  support,  fiscal  year  1954 

[In  thousands  of  United  States  dollars] 


Commodity 


Firm  re- 
quest No. 


Non  project  assistance. 
Agricultural  commodities... 


Other  than  sec.  402. 


Raw  sugar. 

Raw  cotton 

Do 

Do 

Do 

Wheat... 

Wheat  flour.. 

Barley 

Do 

Barley  ocean  freight. 

Soybeans 

Salt 

Molasses 

Tallow 


4-28 

4-14 

4-23 

4-37 

4-116 

4-48 

4-81 

4-98 

4-13 

4-13 

4-54 

4-49 

4-60 

4-29 


Fuels 


Petrol,  oil  and  lubricant. 
Bituminous  coal 


4-73. 

4-46. 


Raw  materials  and  semifinished  products 


Fertilizer 


Ammonium  sulfate. 

Do 

Superphosphate 

Do 

Do 


4-9.. 

4-86. 

4-15. 

4-18. 

4-86. 


Potassium 


Other  than  fertilizer. 


Pesticides: 

Sulfate  of  copper 

Derr  is  root  and  cube  root 

Sulfate  (refined) 

Miscellaneous 

Machine  Oil. 


4-63 


Raw  rubber 

Do 

Hides  and  skins... - 

Newsprint 

Printing  paper... 

Paper  cement  bags — 

Pulp 

Chemicals 

Phosphate  rock — 

Pyrites 

Abaca 

Naval  stores 

Cotton  cloth 

Cotton  yam 

Synthetic  yarn 

Worsted  yam 

Rayon  waste 

Medical  and  pharmaceutical  supplies... 
Nonmetallic  minerals. 


4-1 

4-31 

4-30 

4-50 

4-66 

4-69 

4-67 

4-89 

4-78 

4-77 

4-38 

4-89 

4-45 

4-36 

4-39 

4-55 

4-57 

4-59 

4-89 


Investment  salables 


Miscellaneous  industrial  machinery. 

Metalworking  machinery 

Machine  tools 

Hand  tools 

Iron  and  steel  shapes 

Iron  and  steel 

Iron  and  steel  shapes 

Miscellaneous  nonferrous  metals 

Zinc 

Do 


4-85. 

4-83. 

4-68 

4-52. 

4-40. 

4-19. 

4-3.. 

4-4.. 


4-114 


PA  No. 

Pro- 

cure- 

ment 

code 

Obliga- 
tions PA 
value 

Con- 

tracts 

Arrivals 

99, 010 

98, 519 

96,302 

26,  493 

26,  493 

26, 493 

26, 493 

26, 493 

26, 493 

4107*.... 

C 

574 

574 

574 

4101* 

D 

3, 177 

3,177 

3, 177 

4105* 

D 

4,  273 

4,  273 

4,  273 

4108*.... 

C 

6,  351 

6,  351 

6,351 

4126*.... 

C 

4,994 

4,994 

4,994 

4111* 

C 

1,007 

1,007 

1,007 

4118*.... 

B 

1,000 

1,000 

1,000 

4122*.— 

A 

1,  881 

1,  881 

1,881 

4102* 

A 

623 

623 

623 

4850* 

A 

172 

172 

172 

4113*.... 

B 

691 

691 

691 

4227* 

D 

475 

475 

475 

4117* 

C 

630 

630 

630 

4109*.... 

B 

645 

645 

645 

9,  712 

9,  712 

9,  712 

4252*.... 

A 

8,499 

8,499 

8,499 

4260* 

C 

1,  213 

1,213 

1,213 

35, 346 

35, 346 

35,  346 

19,  430 

19, 430 

19, 430 

4104* 

A 

9.  390 

9, 390 

9, 390 

4123*.... 

D 

1,  815 

1,  815 

1,815 

4103*—. 

A 

1,  978 

1,  978 

1,  978 

4106* 

A 

723 

723 

723 

4125*.— 

D 

5,  272 

5,  272 

5, 272 

4124*.... 

D 

252 

252 

252 

15, 916 

15,  916 

15, 916, 

4115* 

B 

12 

12 

12 

4116* 

B 

42 

42 

42 

4269* 

B 

25 

25 

25 

4270* 

B 

150 

150 

150 

4271*. ... 

B 

3 

3 

3 

4201* 

A 

1,  313 

1,313 

1,313 

4239*... . 

B 

971 

971 

971 

4230*.— 

B 

200 

200 

200 

4232*--.. 

C 

199 

199 

199 

4255* 

B 

280 

280 

280 

4256* 

C 

50 

50 

50 

4254* 

B 

293 

293 

293 

4282* 

B 

1,  689 

1,689 

1, 689 

4119* 

C 

120 

120 

120 

4278*.— 

C 

119 

119 

119 

4110* 

B 

804 

804 

804 

4120* 

B 

39 

39 

39 

4235*.— 

B 

1,  598 

1, 598 

1, 598 

4236*.... 

B 

3,  445 

3,445 

3, 445 

4237* 

B 

1, 982 

1,  982 

1, 982 

4247*.... 

B 

990 

990 

990 

4245* 

B 

50 

50 

50 

4262* 

B 

1, 392 

1, 392 

1, 392 

4283*.— 

B 

150 

150 

150 

22,646 

22, 194 

19, 977 

4276*.... 

B 

2, 992 

2,992 

2,992 

4275 

B 

945 

944 

903 

4258 

B 

990 

990 

986 

4225*.... 

B 

199 

199 

199 

4233*.... 

B 

995 

995 

995 

4265*.... 

A 

237 

237 

237 

4217 

A 

1, 065 

912 

912 

4208*.... 

A 

153 

153 

153 

4220* 

A 

48 

48 

48 

4296*.... 

A 

70 

70 

70 
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Program  detail — Nonproject  assistance  component,  defense  support , fiscal  year 

195  Jj. — Continued 

[In  thousands  of  United  States  dollars] 


Commodity 


Investment  salables— Continued 

Antimony  ingots 

Brass  wire 

Aluminum  ingots 

Tin  ingots 

Wallboard  and  fiberboard 

Tape 

Paint  and  varnish 

Hinges  and  locks 

Copper,  brass,  and  lead  products 

Miscellaneous  construction  materials. 

Lumber 

Ocean  freight  for  lumber. 

Lumber 

Do 

Logs 

Flat  glass 

Cement  and  flat  glass 

Electrical  apparatus „ 

Laboratory  and  scientific  equipment. 

Explosives 

Electric  poles 

Creosote 

Coal  tar  pitch 

Vessels  and  equipment 

Military  excess 


Firm  re- 
quest No. 


4-32- 


PA  No. 


4-32. 

4-19. 


4-19- 

4-19- 

4-35- 

4-4l— 

4-34- 

4-35- 

4-117. 

4-58- 

4-51- 

4-44.. 

4-74.. 

4-47.. 

4-82„ 

4-93.. 


4240*. 

4241*. 

4242*. 

4243*. 

4249*. 

4223*. 

4224*. 

4266*. 

4268*. 

4222*. 

4250- 

4801*. 

42'9*. 

42-9*. 

4234*. 

4228*. 

4238*. 

4306*. 

4263*. 

4246*. 

4280*. 

4281*. 

4226*. 

4272.. 

4285.. 


Pro- 

cure- 

ment 

code 


B 

B 

B 

B 

A 

A 

A 

A 

A 

A 

A 

A 

B 

D 

B 

B 

B 

B 

B 

C 

D 

D 

C 

B 

A 


Obliga- 
tions PA 
value 


45 

17 

148 

50 

190 

1 

79 
40 
56 
423 
1, 100 
376 
30 
2,277 
1,993 
400 
1,688 
998 
293 

499 

500 
181 
593 

2,845 

130 


Con- 

tracts 


Arrivals 


45 

17 

148 

50 

190 

1 

79 
40 
56 
423 
1,038 
376 
30 
2, 277 
1,993 
400 
1,688 
998 
293 

499 

500 
181 
593 

2, 609 
130 


45 

17 

148 

50 

148 

1 

79 
40 
56 
423 
1,038 
376 
30 
2,277 
1, 993 
400 
1,609 
998 
293 

499 

500 
181 
593 
658 
130 


Vehicles  and  other  equipment 


4, 813 


4, 774 


4,774 


Auto  spare  parts. 


4-8. 


Do. 

Do 

Tires  and  tubes 

Do 

Generators  and  motors. 


4-42. 

4-8_. 

4-33. 

4-96. 


4209* 

4221 

4248* 

4211* 

4229* 

4291*— 


A 

A 

B 

A 

B 

B 


246 
201 
1,  284 
423 
691 
1, 968 


246 
162 
1, 284 
423 
691 
1,968 


246 

162 

1,281 

423 

691 

1,968 


Part  II-D 

Summary  status  report , fiscal  year  1955  program , as  of  31  July  1956 

[In  thousands  of  United  States  dollars] 


Code/activity  field  and  commodity 

Obligations, 

PA/PR/PIO 

Contracts 

Arrivals 

Grand  total 

254, 900 

240, 942 

197,011 

Project  assistance 

146, 485 

133, 008 

91,529 

10  Agriculture  and  natural  resources 

6, 673 

6, 459 

3, 946 

20  Industry  and  mining 

37,  450 

32,  710 

13, 244 

30  Transportation... 

78,  421 

73, 836 

57, 358 

50  Health  and  sanitation 

2,  476 

2,  212 

1,  562 

60  Education 

629 

119 

27 

70  Public  administration 

143 

133 

53 

80  Community  development,  social  welfare,  and  hous- 

ing 

19,  535 

16,  381 

14, 197 

90  General  and  miscellaneous 

1,158 

1,158 

1, 142 

Nonproject  assistance 

108,  415 

107,  934 

105,  482 

Agricultural  commodities — 

30, 003 

30,  003 

29,803 

Fuels 

16,  948 

16,  785 

16,  660 

Raw  materials  and  semifinished  products 

50, 343 

50,  300 

49.  638 

Investment  salables 

10,  580 

10,  307 

8,  899 

Vehicles  and  other  equipment 

541 

539 

482 
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Part  II-E 

Program  detail — Project  assistance  component,  defense  support,  fiscal  year  1955 

[In  thousands  of  United  States  dollars] 


10 


0 


Code  and  activity  field 


Project  assistance  total 

Agriculture  and  natural  resources 

11  Agricultural  research,  education,  and 

extension. 

Central  experimental  station  reha- 
bilitation. 

Central  experimental  station  con- 
struction. 

Sericulture  rehabilitation 

PIO/Ps  (participant  training) 

12  Land  and  water  resources 

Flood  control 

Irrigation  and  land  reclamation 

PIO/Ps  (participant  training) 

13  Crop  and  livestock  development 

Livestock  and  veterinary  rehabili- 
tation. 

Seed  treatment 

Seed  development,  potato  seed 

Seed  development,  hemp  seed 

Miscellaneous  seeds,  nonoil  seeds. .. 

Miscellaneous  seeds,  other  seeds 

Rural  warehouses 

PI O/P  (seed  improvement  training). 
PIO/T  (program  support-veterinary 
consultant). 

14  Agricultural  economics,  farm  organiza- 

tion and  agricultural  credit. 

PI  O/P  (agricultural  credit  training— 

16  Home  economic  and  rural  youth 

PIO/Ps  (participant  training 

17  Forestry 

Forest  erosion  control. 

Industry  and  mining 

21  Mining  and  minerals 

PI  O/P  (coal  mining  management 
and  operations). 

22  Power  and  communications 

Power 

Transmission  lines 

Hwach’on  survey  and  drilling 
services. 

Hwach’on  power  rehabilitation . 

Operation  of  power  barges 

Hydroelectric  survey 

Power  rehabilitation  engineer 
services. 

Coal  for  Tangin-ni  powerplant.. 
PR  9000  items  (military  surplus) . 
PR  9100  items  (military  surplus) . 
PIO/Ps  (participant training)... 


Pro- 

Obli- 

FR/PR/ 

PA/PR/ 

cure- 

gations, 

Con- 

Arriv- 

PIO 

PIO 

ment 

PA/PR/ 

tracts 

als 

No. 

No. 

code 

PIO 

value 

146, 485 

133,008 

91,529 

6, 673 

6, 459 

3,946 

490 

287 

41 

5-87 

5310 

D 

75 

22 

22 

5-158 

5351 

D 

150 

5-104 

5296 

A 

246 

246 

Various. 

Various. 

19 

19 

19 

3,303 

3,301 

3,029 

5-82 

5266 

D 

631 

630 

524 

5-92 

Various. 

5272 

Various. 

D 

2,649 

23 

2,648 

23 

2,482 

23 

2, 685 

2,676 

681 

5-84 

5314* 

D 

528 

528 

528 

5-69 

5010*— 

A 

33 

33 

33 

5-65 

5007*— 

A 

100 

100 

99 

5-65 

5008*.... 

A 

3 

3 

3 

5-71 

5011 

A 

9 

6 

6 

5-71 

5802*.... 

A 

1 

1 

1 

5-137 

5333 

D 

2,000 

7 

1,994 

7 

50028 

50028 

7 

50008 

50008 

4 

4 

4 

7 

7 

7 

50030 

50030 

7 

7 

7 

11 

ii 

11 

Various. 

Various. 

11 

ii 

11 

177 

177 

177 

5-80 

5259 

D 

177 

177 

177 

37,450 

32, 710 

13,244 

28 

28 

28 

50075.... 

50074 

28 

28 

28 

17, 189 

14,  259 

6,223 

(11. 365) 
2,000 

(10, 828) 
2,000 

(5,487) 

872 

5-117-... 

5312 

E 

5-36 

5223 

E 

52 

52 

44 

5-42 

5275 

E 

5,273 

5,273 

3,334 

5-138 

5326 

E 

1,980 

298 

1,960 

298 

4-123 

5327 

E 

4-124 

5318 

E 

477 

5-127— 

5307 

A 

815 

815 

807 

Various. 

Various. 

A 

77 

77 

77 

...do 

...do 

A 

42 

2 

2 

...do 

...do 



351 

351 

351 
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Program  detail — Project  assistance  component , defense  support , fiscal  year  1955 — 

Continued 

[In  thousands  of  United  States  dollars] 


Code  and  activity  field 

FR/PR/ 

PIO 

No. 

PA/PR/ 

PIO 

No. 

Pro- 

cure- 

ment 

code 

20  Industry  and  mining— Continued 

22  Power  and  communications— Con. 

Communications ________ 

Telecommunication  inside  plant. 

5-20 

5226 

A 

Telecommunication  ou  tside  plant. 

5-22 

5245 

A 

Telephone  exchange,  Seoul  cen- 

4r-  84 

5224 

A 

tral. 

Radio  telegraph  terminal..  . .. 

5-25 

5233.— 

A 

Radio  telegraph  domestic 

5-10 

5204 

A 

Coastal  radio . ..  

5-73 

5244 

A 

PR  9000  items  (military  surplus) . 

Various. 

Various. 

A 

PR  9100  items  (military  surplus). 

9126 

9126 

A 

PIO/Ps  (participant training) ... 

Various. 

Various. 

PIO/T  (contractual  technician, 

50011 .. 

50011 

communication  technical  serv- 

ice). 

23  Manufacturing  and  processing-  . 

Pusan  Iron  Works  . 

5-168  . 

5330 

c 

Waste  silk  processing  plant .. 

5-61 

5229 

C 

Limestone  crushing  plant.  ..  ..  .. 

5-112  . 

5311 

c 

Bottle  glass  plant  _ . ... 

5-70 

5246 

c 

Starch  plant  No.  1. ...  ... 

5-79 

5248 

c 

Starch  plant  No.  2 .. 

5-90 

5265 

c 

Starch  plant  No.  3..  

5-83  . 

5243 

c 

Starch  plant  No.  4 . . 

5-145  . 

5352 

c 

Auto  spare  parts  plant  (Hung- A) 

5-180 

5347 

c 

Flour  mill  No.  1__ 

5-93 

5282 

c 

Flour  mill  No.  2.  . 

5-110 

5286 

c 

Flour  mill  No.  3 ..  . 

5-111 

5281 

c 

Leather  plant  

5-89  . 

5264 

c 

Pigments  plant.  . ..  ..  _ .. 

5-157. _ 

5350  

A 

Asbestos  plant.  

5-91 

5263 

c 

Silk  weaving  plant.  

5-154 

5359  

c 

Agar-agar  plant  No.  1 

5-47. .. 

5230 

c 

Agar-agar  plant  No.  2 

5-48 

5227  

c 

Agar-agar  plant  No.  3.  ._  . _.  .. 

5-49  . 

5228  

c 

Marble  plant  (oriental) 

5-184  . . 

5360  

c 

Filature  mills  rehabilitation 

5-107. . 

5287  

c 

Rubber  accelerator  plant 

5-163  . 

5363  

c 

Potassium  chlorate  plant 

5-150 

5349 

c 

Tricycle  plant 

5-178  . . 

5368  

c 

Pharmaceutical  plant  No.  1..  

5-132 

5358  

c 

Pharmaceutical  plant  No.  2 

5-149  . 

5354  

c 

Pharmaceutical  plant  No.  3... 

5-139  ... 

5357 

c 

Pharmaceutical  plant  No.  4 

5-140 

5361 

c 

Pharmaceutical  plant  No.  5. 

5-148 

5348  

c 

Ball  bearing  plant 

5-161  . 

5322  

c 

Tire  rebuild  plant 

5-142 

5353 

c 

ROKA  clothing  factory 

5-151 

5337  

c 

Metal  products  plant 

5-123  ... 

5320 

c 

Paper  mill  (Dai  Han)  ...  ..  ..  .. 

5-185  . 

5369  

c 

Paper  mill  (Sam  Pung) . 

5-166  . 

5373 

c 

Paper  mill  (Chung  Ku) .. 

5-194 

5339 

c 

Nonferrous  metal  sheet  plant 

5-128. _ 

5319 

c 

Printing  plant  (Hap-Tong) 

5-176 

5362 

c 

Plastic  molding  plant..  _ 

5-186 

5340  

c 

Communications  equipment  plant. . 

5-189.... 

5341 

c 

Small  shipyard,  Panjo-jin 

.5-130 

5366 

c 

Small  shipyard,  Pusan  ___  . 

5-129  ._ 

5321 

c 

Small  shipyard,  Kunsan 

5-146 

5365 

c 

Small  shipyard,  Yosu.. 

5-144  __ 

5371 

c 

Small  shipyard,  Inchon ...  

5-143 

5364 

c 

PR  9000  items  (military  surplus) 

Various. 

Various. 

A 

PR  9100  items  (military  surplus) .. . 

...do 

...do 

A 

PIO/Ps  (participant  training) 

...do 

—do 



PIO/T  (program  support— home  in- 

50023—. 

50023... . 

dustry  and  handicraft  consultant) . 

25  Engineering  and  construction .. 

PIO/T  (contract  technician): 

Management  and  engineering 

50107. . _. 

50107-. 

service. 

Fertilizer  plant 

50115 

50115 

Obli- 

tions, 

PA/PR/ 

PIO 

value 


Con 

tracts 


Arriv* 

als 


(5,824) 
2,  571 
1,300 
723 

85 

171 

115 

479 

24 

56 

300 


19, 232 


2,  000 
470 
500 
335 
195 
45 
60 
50 
225 
280 
120 
110 
220 
105 
305 
376 
335 
150 
150 
150 
745 
108 
225 
400 
150 
75 
80 
80 
80 
200 
340 
242 
200 
400 
500 
371 
267 
200 
100 
50 
175 
175 
50 
50 
75 
3,  518 
4,110 
72 
13 


1,000 


250 

750 


(3,431) 

1,513 

809 

440 


133 

103 

356 

24 

53 


18,  423 


1,998 

470 

500 

335 

195 

45 

60 


225 


500 
371 
267 
200 
100 
50 
175 
175 
50 
50 
75 
3,514 
4, 051 
72 
13 


(736) 

’'l20’ 


133 


423 

24 

36 


6,  993 


61 


280 

280 

120 

120 

110 

1 80 

220 

217 

305 

376 

335 

150 

150 

150 

745 

150 

75 

80 

80 

200 

340 

241 

200 

60 

3, 325 
2, 823 

14 

13 
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Program,  detail — Project  assistance  component,  defense  support , fiscal  year  1955 — 

Continued 

[In  thousands  of  United  States  dollars] 


Code  and  activity  field 


FR/PR/ 

PIO 

No. 


PA/PR/ 

PIO 

No. 


Pro- 

cure- 

ment 

code 


20  Industry  and  mining — Continued 
29  All  others 


PIO/C  (industrial  technical  assist- 
ance). 


59008 


59008. 


30  Transportation .. 

31  Highways 

Bridge  rehabilitation  No.  1. 


Highways  and  bridge  rehabilitation 
No.  2. 

Repair  shops 

Heavy  paving  equipment— 

Asphalt  (Seoul  paving) 


5-23.. 

5-134. 


5-105— 

5-53 

5-6 


5234 

5238*—. 
5391 


Asphalt  (highways). 


5-75. 


PIO/Ps  (participant  training) 

PIO/T  (program  support,  road  con- 
sultant). 

32  Urban  transit  and  traffic  engineering 

Streetcar  rehabilitation 

Seoul-Pusan  streetcar  rehabilitation. 

33  Railways 


Various. 
59001. ... 


5279 

5242 

5209*— 

5260 

5400*— 

5269*.... 

5317*—. 

Various. 

59001— 


5-97. 

5-99. 


5336. 

5346. 

5285- 


Spur  line  to  KA  training  center. 

Naesong-Ch’oram  line  No.  1 

Naesong-Ch’oram  line  No.  2 

Chomcli ’on-Unsong  line 


5-101. 

5-81- 

5-102. 

5-78- 


Spur  line,  Ch’ungju  urea  plant 

Locomotive 

Passenger  coaches 

Power  rehabilitation 

Crossties  No.  1 

Crossties  No.  2 

KFC  warehouses 

KNR  freight  sheds  and  warehouses. 

Backshops  rehabilitation 

Railroad  shop  equipment 

Communications 

Water  installations 

Coal  tar  pitch 

KNR  coal  No.  1 


5-160. 

5-169. 

5-113. 

5-72.. 

5-94- 

5-164. 

5-118. 

5-120. 

5-98.. 

5-155. 

5-9... 

5-124. 

5-162. 

5-4 


KNR  coal  No.  2. 

KNR  coal  No.  3. 

KNR  coal  No.  4. 

KNR  coal  No.  5. 
KNR  coal  No.  6. 


5-5. 


5-45.... 

’5^44”! 


5-119— 

5-156... 


Army  reimbursement  coal . . 
Logistical  support  for  KNR. 


Amendments  to  fiscal  year  54  FR’s.. 

Cargo  handling  equipment 

Rolling  stock.. 

Transportation  for  rolling  stock. 

Crossties 

Construction  materials 

Trackage  materials 

Equipment  for  maintenance 

Han  River  Bridge 

Crossing  gate 


5-136— 

5-95, 

5-122 


5294.. 

5249.. 

5293.. 
5278*. 
5280- 
5331- 

5372.. 

5300. . 

5262.. 

5284.. 

5375.. 
6815— 

5343.. 

5283.. 

5323.. 
5208— 

5334.. 

5355.. 

5301.. 
5810*. 

5302. . 
5811*. 

5304.. 

5813. . 

5306.. 
5814*. 
5305*. 

5308.. 
5816*. 

5370. . 

5292.. 


4-24.... 

4-79— 

4-79.... 

4-94— 

4-94.... 

4-101... 

4-101... 

4-103... 

4-119... 


5213. . 

5215.. 
5803*. 

5210.. 
5211*. 

5201.. 

5203.. 
5801*. 
5256*. 


D 

D 

D 

D 

D 

D 

A 

A 

D 

A 


A 

D 

D 


D 

D 

D 

D 

D 

D 

A 

A 

D 

D 

D 

D 

D 

D 

D 

A 

A 

D 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 

A 


A 

A 

A 

A 

D 

A 

A 

A 

A 


Obli- 

tions, 

PA/PR/ 

PIO 

value 

Con- 

tracts 

Arriv- 

als 

1 

0 

0 

1 

0 

0 

78, 421 

73, 836 

57, 358 

4,452 

4, 450 

4, 328 

1, 057 

1,057 

966 

298 

298 

298 

134 

133 

116 

102 

102 

102 

1,876 

1,875 

1,868 

323 

323 

323 

15 

15 

15 

102 

102 

102 

480 

480 

480 

44 

44 

44 

15 

15 

9 

6 

6 

5 

1, 029 

280 

151 

422 

478 

151 

151 

129 

129 

56,  521 

53, 686 

43,  727 

236 

236 

16 

1, 399 

1,398 

1,398 

1,056 

1,056 

541 

15 

15 

15 

369 

366 

9 

298 

221 

23 

285 

55 

55 

1,800 

1, 449 

1,242 

121 

130 

130 

500 

500 

318 

318 

350 

347 

165 

255 

255 

200 

447 

345 

324 

300 

300 

240 

145 

60 

32 

31 

589 

589 

589 

847 

847 

847 

1,454 

1,454 

1,454 

2, 164 

2, 164 

2, 099 

4,  553 

4,  553 

4,  553 

3, 048 

3,  048 

3, 048 

6, 000 

6, 000 

5,  714 

466 

466 

342 

733 

733 

733 

770 

770 

770 

952 

952 

952 

2, 147 

2, 147 

2, 147 

340 

340 

340 

16,  000 

14,  245 

7, 997 

(422) 

(217) 

(217) 

19 

19 

19 

23 

23 

23 

40 

40 

40 

138 





3 

3 

3 

36 

44 

13 

13 

20 

90 

20 

99 

20 

99 

• Included  portions  of  coal  for  industries  reported  as  fuel  in  nonproject  assistance. 
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Program  detail — Project  assistance  component , defense  support,  fiscal  year  1955 — 

Continued 

[In  thousands  of  United  States  dollars] 


Code  and  activity  field 


Pro- 

Obli- 

FR/PR/ 

PA/PR/ 

cure- 

tions, 

PIO 

PIO 

ment 

PA/PR/ 

No. 

No. 

oode 

PIO 

value 

Con- 

tracts 


Arriv- 

als 


30  Transportation— Continued 

33  Railways— Continued 

PR  9000  items  (military  surplus) 

PR  9100  items  (military  surplus) 

PIO/Ps  (participant  training) 

34  Port  facilities  and  harbor  improvement  - . 


Port  and  harbor  rehabilitation. 
Port  and  harbor  warehouses  ... 
Marine  navigational  aids 


36 


Cargo  vessels  (CIMA  Vis) 

Inspection,  dredge  Cochrane 

Dredge  Raymond  parts 

PR  9000  items  (military  surplus) 

PR  9100  items  (military  surplus) 

PIO/Ps  (participant  training) 

PIO/Ts  (program  support) 

Ship  operations 


PIO/Ps  (participant  training) 

PIO/T  (contractual  technician, 
CIMAVI  vessels) 


37  Civil  aviation. 


Civil  aviation  communication  sys- 
tem  

Instrument  landing  system. 

Civil  aviation  communications 


60  Health  and  sanitation. 

51  Control  of  specific  disease. 


PIO/P  (participant  training)  tuber- 
culosis control 


52  Environmental  sanitation. 


City  drainage 

City  water  system 

PIO/P  (water  works  training) 

PIO/T  (contractual  technician)  En- 
gineering service,  Taegu  Dam. 

53  Health  facilities,  operation  of  and  ad- 
visory service  to. 

PIO/P  (participant  training,  Hos- 
pital administration). 


59  All  other. 


PIO/P  (participant  training)  public 
health  statistics. 

PIO/T  (program  support,  public 
health  consultant)  (Von  Pohle). 


60  Education.. 

61  Technical  education. 


PIO/T  (contract  technicians,  voca- 
tional education)  (Cal  Poly). 

66  Professional  and  higher  education 


Seoul  National  University. 


67  Fundamental  Adult  and  Community 
Education. 

PIO/Ps  (participant  training) 


68  Educational  administration 

PIO/Ps  (participant  training) . 


Various. 

..do 

—do 


Various. 

—do 

—do 


5-103.... 
5-106. ... 
5-88 


5-76 

None. 

5-125.... 

Various. 

—do 

—do 

—do 


5291 

5295 

5298  

5299  

5270 

5276*.... 

5328 

Various. 

...do 

...do 

—do 


Various. 

50015—. 


Various. 

50015—. 


5-7.. 

5-64. 

5-40. 


5206. 

5273. 

5313. 


50058 


50058. 


5-74.. 
5-77. . 
59004. 
50087. 


5247.. 

5277.. 
59004. 
50087. 


50035— 


50035. 


50037. 

50009. 


50037. 

50009. 


50024--. 


50024. 


5-165. ... 


5332. 


Various. 


Various. 


Various. 


Various 


A 

A 


D 

D 

A 

A 

A 

A 

A 

A 

A 


A 

A 

A 


D 

D 


D 


7, 573 
377 
56 


7,  567 
377 
50 


7,353 

377 

26 


15,  761 


15, 374 


9, 106 


500 

1,000 

131 

154 

6,000 

1 

100 
2, 851 
4,696 
12 
316 
369 


500 

1,000 

94 

154 

6,000 

1 

100 
2,778 
4,  719 
12 
16 
14 


348 

633 

94 

26 

1,385 

1 

2,443* 
4, 154 
12 
10 
14 


19 

350 


14 


14 


289 


32 


32 


111 

165 

13 


32 


32 


2,  476 


2,  212 


1,562 


6 


0 


0 


2,  452 


2, 188 


1,  558 


925 

1,477 

5 

45 


924 

1,259 

5 


888 

665 

5 


12 


12 


629 


119 


60 


27 

0 


60 


547 


101 


547 


101 


10 


15 

15 

0 


10 


12 


12 


12 


12 


12 

12 
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Program  detail — Project  assistance  component , defense  support , fiscal  year  1955 — 

Continued 


[In  thousands  of  United  States  dollars] 


Code  and  activity  field 

FR/PR  / 
PIO 
No. 

PA/PR/ 

PIO 

No. 

Pro- 

cure- 

ment 

code 

Obli- 

tions, 

PA/PR/ 

PIO 

value 

Con- 

tracts 

Arriv- 

als 

70  Public  administration 

143 

133 

53 

71  Organization  and  management  of  par- 
ticular ministries  or  programs. 

PIO/Ps  (participant  training) 

46 

42 

28 

Various. 

Various. 

46 

42 

28 

73  Public  personnel  administration 

6 

6 

0 

PI O/P  (participant  training,  civil 
service  procedures). 

74  Budget  Administration 

50105 

50105 

6 

6 

16 

16 

10 

PTO/Ps  (participant  training^ 

Various. 

Various. 

16 

16 

10 

75  Public  finance 

54 

54 

6 

PIOOPs  (participant  training) 

Various. 

Various. 

54 

54 

6 

76  General  services 

21 

15 

9 

PTO/Ps  (participant  training) 

Various. 

Various. 

21 

15 

9 

80  Community  development,  social  welfare 
and  housing. 

82  Social  welfare . 

19,535 

16,381 

14, 197 

15, 461 

14,680 

13,243 

Materials  and  supplies  (fiscal  year 
1955  relief  fund). 

Medical  supplies  other  than 
pharmaceutical  supplies 

(10, 119) 

523 

1,457 

1,293 

628 

3,748 

373 

12 

2,085 

5,000 

96 

240 

6 

(9, 361) 

477 
1,252 
1, 102 
583 
3,  517 
345 

(9,122) 

456 
1, 188 
968 
583 
3, 497 
345 

Pharmaceutical  supplies 

Sanitarv  supplies 

Emergencv  relief  materials 

Construction  materials 

Transportation  equipment 

Agricultural  supplies 

Ocean  transportation  and  pack- 
ing service. 

Armed  forces  assistance  to  Korea 
(AFAK). 

Coal  for  relief 

2,085 

4,979 

96 

238 

6 

2,085 

3,787 

96 

238 

None 

5303 

A 

A 

Ocean  freight  for  coal- 

do 

5812 

PIO/P  (participant  training,  social 
work  education) . 

83  Housing 

50072 

50072 

8 

8 

8 

PIO/Ps  (participant  training) 

Various. 

Various. 

8 

8 

8 

89  All  other 

4,066 

1, 693 

946 

Firefighting  equipment 

5-60 

5290 

A 

D 

D 

D 

A 

D 

D 

A 

A 

500 

38 

461 

395 

367 

690 

1,480 

2 

133 

469 

38 

418 

390 

312 

55 

38 

281 

340 

171 

Public  building  rehabilitation 

5-11 

5205*.... 

5207 

5297 

Prison  rehabilitation  (Suwon) 

5-85 

Municipal  facilities 

5-8 

5202 

BOQ’s  for  OEC- 

5-172 

5356 

ROK  office  building 

5-43 

5377 

PR  9000  item  (military  surplus) 

PR  9100  items  (military  surplus) 

90  General  and  miscellaneous 

9006 

Various. 

9006 

Various. 

2 

64 

2 

59 

1, 158 

1, 158 

1, 142 

99  All  other 

1, 158 

1, 158 

1, 142 

General  program  support 

234 

924 

234 

924 

218 

924 

KCAC  program  support 

38932 — 59 54 
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Part  II-F 


Program  detail — Nonproject  assistance  component,  defense  support,  fiscal  year  1955 

[In  thousands  of  United  States  dollars] 


Commodity 


Nonproject  assistance  total 

Agricultural  commodities 

Sec.  402 

Raw  Cotton  No.  1 

Raw  Cotton  No.  2 

Raw  Cotton  No.  3 

Wheat  No.  1 

Wheat  No.  2 

Wheat  ocean  freight 

Tallow  No.  1 

Tallow  No.  2 

Other  than  sec.  402 

Raw  Sugar 

Soybeans 


Fuels 

Petroleum,  oil  and  lubricants 

Petrol,  oil  and  lubricant  No.  1. 
Petrol,  oil  and  lubricant  No.  2 
Petrol,  oil  and  lubricant  No.  3. 

Korean  National  Airway 

Paraffin  wax 


Coal 

Coal  for  industries  No.  1 

Freight  of  coal  for  industries... 

Coal  for  industries  No.  2 

Coal  for  industries  No.  3 

Freight  of  coal  for  industries 

Raw  materials  and  semifinished  products 

Fertilizer 

Fertilizer  No.  1 

Fertilizer  No.  2 

Fertilizer  No.  3 

Other  than  fertilizer 

Pesticides 

Raw  rubber  No.  1 

Raw  Rubber  No.  2 

Raw  hides 

Newsprint 

Paper  for  textbooks 

Industrial  chemicals 

Vinyl  compounds «... 

Caustic  soda 

Dyestuff  raw  materials 

Plastic  materials 

Naval  stores  (resin)  No.  1 

Naval  stores  (resin)  No.  2 

Synthetic  yarn 

Worsted  yarn 

Medical  supplies 

PR  9000  (military  surplus)  chemicals 

Ocean  freight 


FR/PR 

No. 


PA/PR 

No. 


5-100.... 

5-58 

5-3 

5-18 

5-94 

5-96 

5-51 

5-32 


5153*. 

5151*. 

5150*. 

5152*. 

5154*. 

5925*. 

5012*. 

5002*. 


5-31. 

5-28. 


5006*. 

5005*. 


5-2.... 
5-39... 
5-177.-.. 
5-46... 
5-35... 


5212.. 

5268.. 

5274.. 

5271.. 
5222*. 


5-4  i .... 

5-167.1 
5-182.. 


5301.. 
5810*. 

5338.. 

5309.. 
5815*. 


5-1. ... 
5-26... 
5-121 .. 


5001*.... 

5214*.... 

5013*.... 


5-66 

5-55 

5-179.... 

5-30 

5-147.... 
5-1 08.... 

5-57 

5-19 

5-29 

5-192.... 

5-34 

5-33 

5-41 

5-41 

5-27 

5-52 

5-62 

Various. 
5-24 


5009*.... 

5252*.... 

5390*.... 

5220*.... 

5329 

5288*.... 

5250*.... 

5251*.... 

5218 

5389 

5219*.... 

5221*.... 

5003*.... 

5004*.... 

5255*.... 

5376 

5241*—. 
Various. 
5901 


Pro- 

cure- 

ment 

code 

Obliga- 

tions 

PA/PR 

value 

Con- 

tracts 

Arriv- 

als 

108, 415 

107, 93 

4105, 482 

30, 003 

30, 003 

29, 803 

28, 306 

23, 306 

28, 106 

C 

8,  698 

8,698 

8, 698 

c 

7,494 

7,494 

7,  494 

c 

7,  436 

7,  436 

7,  436 

c 

2,  999 

2,  999 

2,  799 

c 

769 

769 

769 

c 

214 

214 

214 

c 

298 

298 

298 

B 

398 

398 

398 

1,697 

1,697 

1,697 

C 

1,299 

1,  299 

1,299 

C 

398 

398 

398 

16,  948 

16,  785 

16,  660 

12,  735 

12,  573 

12,  517 

A 

6, 000 

6,  000 

6,000 

A 

5,  000 

5,  000 

5,000 

A 

1,  500 

1,485 

1,467 

A 

185 

38 

B 

50 

50 

50 

4,  213 

4,  212 

4, 143 

A 

538 

' 537 

537 

A 

739 

739 

739 

D 

1,000 

1,000 

931 

A 

915 

915 

915 

A 

1,021 

1,021 

1,021 

50, 343 

50,  300 

49,  638 

39,513 

39,  513 

39, 391 

D 

14,415 

14,415 

14,  293 

D 

17,  790 

17.  790 

17,  790 

D 

7, 308 

7,  308 

7,  308 

10,  830 

10,  787 

10,  247 

A 

395 

395 

395 

B 

1,000 

1,000 

1,  000 

B 

439 

439 

439 

B 

499 

499 

499 

O 

500 

497 

480 

C 

835 

835 

835 

B 

960 

960 

960 

C 

500 

500 

500 

B 

300 

299 

299 

B 

157 

132 

129 

B 

200 

200 

200 

B 

299 

299 

299 

B 

125 

125 

125 

B 

38 

38 

38 

B 

1,449 

1,449 

1,449 

B 

1,000 

1,000 

976 

B 

996 

996 

985 

A 

138 

124 

132 

D 

1,000 

1,000 

507 

1 Includes  portion  of  coal  for  KNR  coal  reported  under  “Railways,  transportation.” 
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Program  detail — N onproject  assistance  component , defense  support , fiscal  year 

1955 — Continued 

[In  thousands  of  United  States  dollars] 


Commodity 


FR/PR 

No. 


Pro- 

QB  (7R  cure- 
No.  ment 
code 


Obliga- 

tions 

PA/PR 

value 


Investment  salables. 


10, 580 


Industrial  machinery 

Iron  and  steel  basic  products 

Tin  ingots. 

Zinc 

Aluminum 


5-116.— 

5-63 

5-175 

5-86 

5-44 


Antimony. 
Brass  wire 


Tin.... 

Nickel 


Saw  logs. 
Cement. 


5-59. 

5-56. 


Flat  class. 

Explosives 

Electric  apparatus 

Scientific  and  professional  apparatus 


5-54 

5-126 

5-38 

5-50 


5289 

5232 

5395 

5261* 

5235* 

5236*.... 

5237*.... 

5239* 

5240* 

5267 

5254* 

5324 

5253*— 

5316*— 

5217 

5225* 


B 

B 

B 

A 

B 

B 

B 

B 

B 

B 

B 

B 

B 

A 

B 

B 


2, 845 
1,497 
57 
207 
368 
20 
5 

100 

15 

2, 000 
900 
290 
700 
83 

1,000 

493 


Vehicles  and  other  equipment 


541 


Auto  spare  parts 

Generators  and  motors 

Military  surplus  (typewriters  and  refrig- 
erators)  


5-131 

5-68 

9109 


5325. 

5258. 

9109. 


B 

B 

A 


38 

500 

3 


Con- 

tracts 


Arriv- 

als 


10, 307 


2,844 
1, 496 
57 
207 
368 
20 
5 

100 

15 

2, 000 
900 
20 
700 
83 
999 
493 


539 


37 

499 


8,899 


1,653 
1, 473 
57 
207 
368 
20 
5 

100 

15 

1, 811 
900 
20 
700 
83 
994 
493 


482 


11 

468 


Part  II-G 

Summary  status  report , fiscal  year  1956  program , as  of  81  July  1956 

[In  thousands  of  United  States  dollars] 


Code/activity  field  and  commodity 

Program 

PPA/FR 

Obligations 

Contracts 

Arrivals 

Grand  total . 

342,903 

347,  611 

342, 884 

167,  261 

100, 847 

Defense  support,  total 

337, 903 

342,  598 

337, 896 

167,  242 

100, 841 

Project  assistance 

100, 683 

100, 695 

100, 676 

19,  756 

9,533 

10  Agriculture  and  natural  resources 

6,  532 

6,  547 

6,  532 

0 

0 

20  Industry  and  mining..  

44, 186 

44,  182 

44, 182 

353 

235 

30  Transportation  .....  ... 

33,  266 

33,267 

33,  263 

14,  313 

7,235 

50  Health  and  sanitation 

2,  350 

2,350 

2,  350 

11 

0 

60  Education 

3,661 

3,  661 

3,661 

0 

0 

70  Public  administration 

80  Community  development,  social 

50 

50 

50 

0 

0 

welfare,  and  housing.. . . ..  ... 

8, 188 

8, 188 

8, 188 

2,  798 

134 

90  General  and  miscellaneous ..  .. 

2,  450 

2,  450 

2,  450 

2,281 

1,  929 

Projects  funded  from  deobligated  funds 

8,  798 

8,  798 

8,  798 

459 

0 

Nonproject  assistance 

228,  422 

233, 105 

228,  422 

147,  027 

91,  308 

Agricultural  commodities 

56,  200 

56,  200 

56,  200 

30, 199 

19,  682 

Fuels.. . ..  

Raw  materials  and  semifinished  prod- 

28,  652 

28,  652 

28,  652 

19,  462 

10,  724 

nets 

118,  458 

123, 141 

118,  064 

85,  506 

57,  282 

Investment  salables ... 

24, 130 

24, 130 

24,  374 

11, 193 

3, 176 

Vehicles  and  other  equipment 

982 

982 

1, 132 

667 

444 

Technical  cooperation 

5,  000 

5,  013 

4,  988 

19 

6 

10  Agriculture  and  natural  resources 

827.9 

828.7 

824.  2 

5.6 

5.6 

20  Industry  and  mining 

1,  614.  5 

1, 616.  3 

1,  616.  3 

0 

0 

30  Transportation..  . ... 

282.5 

288.4 

273.3 

1 

0 

40  Labor 

27 

27 

27 

0 

0 

50  Health  and  sanitation... . 

46. 1 

.46. 1 

46.4 

10.5 

0 

60  Education.  . ..  

1,  963. 1 

1,  963.  1 

1,  961.  2 

2.  1 

0 

70  Public  administration.  . 

233.9 

238.5 

234.2 

0 

0 

90  General  and  miscellaneous 

5 

5 

5 

0 

0 

850 
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Arrivals 

9,  633 

© 

© 

1 t 
1 1 
1 1 
1 1 
1 1 
1 1 
1 1 
1 l 

© 

1 1 1 

1 1 1 

1 1 1 

1 1 1 

1 1 1 

1 1 1 

1 1 1 

l 1 1 

0 

1 1 1 1 

till 
till 
till 
III! 
till 
till 
l 1 1 l 

0 

I 

•O 

1 

1 

1 

1 

1 

1 

i 

• 

1 

l 

l 

1 

1 

l 

235 

0 

1 1 
1 1 
1 1 
1 1 
1 1 
1 1 
1 1 
1 1 

Con- 

tracts 

19,  756 

© 

O 

1 1 
1 1 
1 1 
1 1 
1 1 
1 1 
1 1 
1 1 

© 

1 l 1 
1 1 1 
1 1 1 
1 1 1 
1 1 1 
1 1 1 
1 1 1 
1 1 1 

© 

till 
till 
1 1 1 1 

till 
1 1 1 1 

1 1 1 1 

till 
1 1 1 1 

© 

1 

» O 

I 

1 

1 

1 

1 

1 

l 

l 

1 

1 

1 

1 

l 

l 

353 

© 

t 1 
1 1 
1 1 
1 1 
1 1 
1 1 
4 1 
1 1 

Implementation 
activities  a 

Amount 

l 

1 

1 

1 

1 

1 

1 

1 

1 

t 

• 

l 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 
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Exhibit  F 

Korean  Reconstruction  Bank 

Funds  available  for  lending — by  source — status  as  of  June  SO,  1956 

(In  millions  of  hwan) 


A.  Funds  loaned  by  the  Government : 

1.  Direct  Government  loans 19,  494 

B.  Funds  loaned  by  the  Bank  of  Korea : 

1.  Purchase  of  debentures  by  the  Bank  of  Korea 2, 000 

C.  Deposit  liabilities  (private) 3,770 


Sub-total : ROK  funding  sources 25,  204 


D.  Funds  on  loan  from  the  counterpart  fund : 

1.  ICA  counterpart  fund 1 8,  740 

2.  CR1K  counterpart  fund 1,  385 

3.  UNKRA  counterpart  fund * 2,  558 


Subtotal : Counterpart  loans 12,  683 


EJ.  Total,  funds  available  for  lending „ 37,  982 


1 Includes  3,943  million  hwan  in  loans  for  the  acquisition  cost  of  imported  equipment 
financed  by  ICA. 

3 Includes  1,175  million  hwan  in  loans  for  the  acquisition  cost  of  imported  equipment 
financed  by  UNKRA. 


FORMOSA 

I regret  very  much  that  the  entire  membership  of  the  committee 
was  not  able  to  be  with  me  on  my  inspection  of  this  island  fortress. 
Truly,  our  program  on  Formosa — past,  and  present,  and  proposed— 
must  be  seen  to  be  believed. 

During  the  period  fiscal  year  1954  through  fiscal  year  1956,  expendi- 
tures have  totaled  $248.4  million  in  United  States  funds.  A large 
proportion  of  this  total  was  used  to  purchase  commodities  which  were 
shipped  to  Formosa  and  sold  for  local  currency  (counterpart)  which 
in  turn  was  expended  on  aid  projects.  Counterpart  expenditures  dur- 
ing this  period  came  to  the  equivalent  of  U.  S.  $237.9  million.  Against 
this  amount,  local  contributions  have  aggregated  $146.5  million.  Dur- 
ing the  1957  fiscal  year,  it  is  proposed  to  spend in  United  States 

funds  plus  in  counterpart  funds.  Against  this  amount,  the 

Government  of  China  will  contribute  in  its  own  currency. 

Thus,  assuming  the  implementation  of  the  fiscal  year  1957  program  as 
proposed  at  the  time  of  my  visit,  expenditures  during  the  period  fiscal 

year  1954  through  fiscal  year  1957  will  aggregate in  United 

States  funds  plus  in  counterpart  equivalent.  Against  this 

amount,  the  Government  of  China  will  have  contributed in  its 

own  currency. 

“Unliquidated”  balances  (i.  e.,  “unexpended”)  as  of  June  30,  1956, 
aggregated  $97.1  million  in  United  States  funds,  $3.6  million  in  un- 
obligated balances  is  included  in  this  total.  In  addition,  there  was  on 
hand  as  of  June  30,  1956,  $23.4  million  of  unexpended  counterpart 
funds  of  which  amount  $8.6  million  was  unobligated. 

These  amounts  plus  the  funds  proposed  for  fiscal  year  1957,  enabled 
our  mission  on  Formosa  to  open  the  1957  fiscal  year  with  a total  of 

in  United  States  funds  available  for  expenditure  plus 

in  counterpart  equivalent.  The  figure  of  in  United  States 

currencies  is  the  equivalent  of  a 2-year  program,  based  upon  expendi- 
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tures  proposed  during  the  fiscal  year  1957.  In  other  words,  if  ex- 

penditures  in  fiscal  year  1957  reach  the  projected  goal  of our 

planners  will  have  on  hand  something  like at  the  beginning  of 

the  1958  fiscal  year  without  the  appropriation  by  Congress  of  another 
nickel. 

On  Formosa,  our  economic  assistance  program  is  divided  into  two 
phases  technical  assistance  and  defense  support.  Technical  assist- 
ance during  fiscal  year  1957  will  probably  require  the  expenditure 
of  _ in  United  States  funds  while  defense  support  will  aggregate 

7 United  States  funds.  This  total  of  — in  combined 

United  States  defense  support  and  technical  assistance  expenditures 
during  1957  fiscal  year  compares  with  a total  expenditure  projected 

I have  attached  to  this  report  for  the  committee’s  attention  a 34-page 
summary  of  project  descriptions  for  the  defense  support  program  plus 
a 12 -page  summary  of  projects  to  be  implemented  under  the  technical 
assistance  program.  [Reference  to  this  data  will  show  that  the  United 
States  Government,  through  the  mutual  security  program,  is  presently 
engaged  and  has  for  some  time  been  engaged  in  a comprehensive 
program  designed  to  balance  industry  with  agriculture  on  Taiwan. 

e are  building  new  manufacturing  plants,  expanding  power  genera- 
tion and  transmission  facilities,  rehabilitating  and  expanding  the 
Nationalist  fishing  fleet,  undertaking  a long  range  program  of  coal, 
petroleum,  and  copper  development  along  with  a comprehensive 
program  for  exploration  of  minerals,  expanding  steel  production  and 
surveying  the  possible  necessity  for  expanding  the  production  of  steel 
and  pig  iron  even  further.  In  addition,  we  are  maintaining  a number 
of  miscellaneous  programs  such  as  employment  placement,  job- 
training, industrial  administration,  and  a number  of  others.  Alto- 
gether a total  of  113  projects  are  included  within  the  illustrative  fiscal 
year  1957  defense  support  program.  Listed  marginal  headings  of 
these  are  as  follows : 

Agriculture  and  natural  resources . — 15 — total  United  States  dollar 

cost . Included  in  this  total  are  the  following  items: 

to  procure  logging  equipment  etc.;  to  procure  engines  and 

material  for  the  local  construction  of  four  350-ton  tuna  fishing  boats ; 

for  the  rehabilitation  of  cold  storage  and  ice-making  facilities 

to  be  used  in  connection  with  the  fishing  industry;  and  to 

procure  75  tractors  to  increase  mechanization  for  sugar  cane  growing 
and  harvesting. 

Industry  and  mining . — This  is  the  largest  single  phase  of  our  de- 
fense support  program  here.  Included  are  62  projects,  at  a total 

United  States  dollar  cost  of . The  following  are  some  of  the 

more  ambitious  projects. 

Coal  mining  improvement : For  the  development  of  workings  in  several 

coal  mines. 

Copper  and  pyrite  development : To  defray  the  cost  of  the  purchase  of 

mining,  drilling  and  transportation  equipment  under  the  third  phase  expansion 
of  the  Chin-qua-shih  mine  development  program. 

Wusheh  Dam : To  be  used  to  defray  the  cost  of  contract  services  by 

the  United  States  Bureau  of  Reclamation  and  to  procure  equipment  necessary 
for  the  dam  and  power  generating  facility.  The  completion  of  this  dam  will 
add  approximately  35,300  kilowatts  of  firm  power  to  this  system  through  the 
additional  storage  capacity  available  to  the  Sun-Moon  Lake  generating  facilities. 

Telecommunications  expansion  : For  financial  support  to  the  Taiwan 

telecommunications  administration  and  to  purchase  equipment  from  worldwide 
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sources  to  increase  the  capacity  of  urban  telephone  systems,  the  very  high 
frequency  system  on  the  east  coast  of  Taiwan,  and  the  toll  carrier  system  on 
the  west  coast  in  order  to  meet  the  domestic  demand  for  telephone  services. 

Lung  Chien  hydro  project  : To  continue  construction  of  this  facility 

which  will  ultimately  have  a capacity  of  48,600  kilowatts. 

Ku  Kwan  hydro  facility  : To  start  procurement  of  equipment  and  to 

defrav  first  construction  costs  of  this  project  which  will  be  developed  initially 
as  a 90,000  kilowatt  run-of -river  station  with  peaking  pondage.  ICA  indicates 
that  this  project  must  be  started  in  fiscal  year  1957  in  order  to  assist  in  relieving 
the  acute  power  shortage  projected  for  1959  and  1960. 

Fiscal  year  1957  power  transmission  and  distribution  : For  dollar 

financing  of  equipment  and  materials  to  be  procured  on  a worldwide  basis  for 
this  project  which  is  a portion  of  the  Taiwan  Power  Co.  program  for  the  expan- 
sion and  improvement  of  the  transmission  and  distribution  facilities  under  its 
control.  (I  shall  comment  on  the  Taiwan  Power  Co.  later  in  this  report.) 

Fiscal  year  1957  primary  system  improvements : To  defray  the  costs 

of  procuring  100,000  kilowatt-ampere  transformers  and  equipment  and  materials 
necessary  to  the  construction  of  a new  trunk  transmission  line  paralleling  an 
existing  154  kilovolt  line  along  the  west  coast  of  Taiwan. 

Shen  Ao  1st  unit  Thermal : For  planning  and  initial  design  of  a hydro- 

electric plant  and  the  training  of  two  Taiwan  Power  Co.  engineers  in  the  United 
States  on  hydropower  project  planning  and  construction.  The  project,  which  it 
is  proposed  will  be  supported  through  the  United  States  aid  program  in  subse- 
quent years,  contemplates  the  establishment  of  a hydropower  station  having  an 
ultimate  capacity  of  120,000  kilowatt-amperes. 

Urea  plant  : To  continue  procurement  of  equipment  and  materials, 

plant  construction,  and  installations  of  equipment  in  a urea  plant  owned  by 
the  Taiwan  Fertilizer  Corp.  designed  to  produce  85,800  metric  tons  of  urea. 
This  plant  is  expected  to  be  in  operation  by  the  end  of  1957. 

Sulphuric  acid  plant : For  continued  financing  of  United  States  dollar 

costs  of  procuring  equipment  and  machinery  for  the  establishment  of  a sulphuric 
acid  plant  with  a designed  capacity  of  275  metric  tons  per  day  of  98  percent 
sulphuric  acid,  initial  procurement  of  which  was  financed  under  the  fiscal  year 
1956  program. 

Electric  motor  and  switch  manufacturing  : To  procure  machine  tools 

for  manufacturing  and  testing  equipment  supplementing  the  equipment  presently 
installed  in  the  plant  of  the  Ta  Tung  Engineering  Corp.  which  produces  small 
electrical  motors,  switches,  switch  gears  and  other  electrical  accessories. 

Incandescent  lamp  manufacturing : To  procure  automatic  bulb  making 

machinery,  auxiliary  equipment  and  testing  apparatus  for  the  manufacture  of 
uniform  glass  bulbs.  When  complete,  this  plant  will  produce  approximately 
4.8  million  light  bulbs  per  year. 

Modernization  of  mills : To  procure  modern  machinery  and  equipment 

to  replace  obsolete  equipment  in  the  sugar  mills  of  the  Government-owned 
Taiwan  Sugar  Corp.  In  addition,  an  instrument  control  and  repair  team  of 
three  training  participants  will  be  sent  to  the  United  States  for  6 months,  re- 
quiring   in  United  States  currency  and  a counterpart  grant  of  

Nationalist  Chinese  dollars  plus  Nationalist  Chinese  dollars  to  be  pro- 

vided by  the  Taiwan  Sugar  Corp. 

Bagasse  shaving  board : For  a shaving  board  plant  having  a capacity 

of  55  metric  tons  daily  of  bagasse  board  utilizing  bagasse  as  a raw  material. 
This  plant  is  being  established  under  the  direction  of  the  Taiwan  Sugar  Corp. 
United  States  dollar  financing  is  being  provided  under  this  project  for  the  pro- 
curement of  necessary  equipment  from  the  United  States. 

Dynamite  manufacturing : For  the  procurement  on  a worldwide  basis 

of  equipment  for  the  establishment  of  a plant  manufacturing  1,000  metric  tons 
annually  of  industrial  dynamite. 

Acetic  acid  plant : To  procure  equipment  needed  in  the  establishment 

of  an  acetic  acid  plant  having  a capacity  of  5 metric  tons  per  day. 

Rubber  tire  manufacturing  : This  is  an  initial  United  States  dollar 

grant  to  provide  equipment  for  the  establishment  of  a rubber  tire  manufacturing 
plant  with  a capacity  of  30,000  automobile,  truck,  and  bus  tires  annually.  Addi- 
tional financing  will  be  required  in  fiscal  year  1958. 

Aluminum  plant  modernization : For  the  procurement  of  equipment  to 

improve  the  efficiency  and  reduce  costs  for  the  Kaohsiung  plant  of  the  Taiwan 
Aluminum  Co. 
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Lithograph  printing  and  platemaking : To  establish  a modern  printing 

plant  in  Taiwan  to  supply  photoengraving  and  photolithographic  plates  to  the 
printing  trade  and  to  provide  high-grade  printing  facilities.  The  Government 
will  sponsor  this  project  but  the  plant  will  be  turned  over  to  private  finance  and 
operation  after  completion  and  after  a training  program  has  been  carried  out. 

Shop  improvement  of  the  Taiwan  Machinery  Manufacturing  Corp.  : 

To  procure  modern  machine  tools  and  equipment  for  plant  improvement  and 
expansion  for  this  industry  which  produces  the  major  portion  of  heavy  machinery 
manufacturing  on  Formosa. 

Tang  Eng  Iron  Works : To  procure  equipment  for  this  privately  owned 

facility  to  provide  two  new  substations  to  meet  the  additional  load  require- 
ments directly  from  its  power  line. 

Jute  mill  rehabilitation  : To  rehabilitate  two  jute  mills  which  were 

transferred  to  private  ownership  in  1955.  This  money  will  be  used  to  procure 
replacements  for  worn-out  machinery. 

Small  industry  fund  : This  project,  begun  in  1954,  was  designed  to 

make  available  industrial  development  loans  to  a great  number  and  wide 
variety  of  small  privately  owned  industries.  Delayed  payments  for  United 
States  dollar  aid  equipment  and  machinery  and  local  currency  loans  for  plant 
expansion  are  extended  through  three  privately  owned  and  managed  com- 
mercial banks  with  branches  situated  in  all  major  cities  of  Taiwan. 

In  this  connection,  during  my  visit  I was  informed  that  these  loans 
are  being  repaid  at  a rapid  rate.  However,  I was  informed  that  bor- 
rowers are  required  to  pay  6 to  7 percent  interest  rate  on  80  percent  of 
the  amount  borrowed  and  15  percent  interest  on  the  remaining  20  per- 
cent which  is  advanced  by  the  banks  referred  to  above.  In  addition, 
I was  told  that  the  banks  charged  1 percent  on  the  total  amountt  bor- 
rowed for  merely  collecting  the  installments  as  they  come  due.  I 
think  such  a system  is  unconscionable.  It  is  a bonanza  to  the  banks, 
and  I recommend  most  emphatically  that  our  mission  take  steps  to  see 
that  more  reasonable  rates  are  promulgated. 

Water  resources  survey  : To  finance  a comprehensive  survey  of  the 

water  resources  of  Taiwan. 

Steel  Industry  survey : To  complete  a project  begun  in  the  1956  fiscal 

year.  The will  be  used  as  a contingency  fund  for  services  of  a group 

of  six  consultant  engineers  whose  expenses  were  financed  in  fiscal  year  1956. 
This  survey  team  will  work  with  the  Industrial  Development  Commission  on 
general  overall  planning,  blast  furnace  installations,  byproduct  coke  oven,  steel- 
making processes,  and  rolling  mill  installations. 

General  Construction  Corps : This  is  a new  project  which  provides  as 

a counterpart  fund  grant,  local  currency  for  financing  the  training,  equipping, 
and  housing  of  several  thousand  combat  ineffectives  retired  from  the  Chinese 
Armed  Forces  who  have  joined  together  to  form  a construction  working  corps. 
This  construction  corps  has  been  working  on  various  water  conservation  proj- 
ects throughout  Taiwan  and  is  now  employed  on  the  East-West  Highway. 
This  project  will  enable  the  construction  corps  to  be  permanently  resettled  in 
self-supporting  productive  employment  on  Taiwan.  United  States  dollar  aid 
financing  is  tentatively  budgeted  for  importing  construction  machinery  for  use 
of  the  construction  corps. 

This  is  another  phase  of  the  GI  bill  of  rights  program  which  the 
United  States  has  undertaken  to  help  finance  in  large  part  for  the 
Government  of  Nationalist  China.  This  program  involves  the  re- 
settlement of  overage  members  of  Chiang  Kai-shek’s  army.  I shall 
refer  to  this  program  later  on  in  my  discussion  of  public  administra- 
tion projects. 

Transportation . — Under  this  phase,  13  projects  are  to  be  undertaken 
at  a total  United  States  dollar  cost  of . 

East-West  Highway  construction : This  is  part  of  a continuing  project 

which  provides  for  United  States  dollars  and  counterpart  funds  to  continue 
and  expand  construction  of  a major  highway  connecting  the  east  and  west 
coast  of  Taiwan.  It  was  originally  begun  in  the  1956  fiscal  year.  The  highway 
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involved  crosses  Taiwan’s  high  central  mountain  range  and  opens  np  vast 
areas  of  the  island  for  exploitation  as  resettlement  activities  for  combat  ineffec- 
tives in  the  fields  ^f  forestry,  farming,  livestock  raising,  mining,  etc.  The 
dollars  provided  will  he  used  to  obtain  construction  machinery  and  materials 
for  the  highway  which  cannot  be  obtained  locally  or  in  Japan.  The  counter- 
part funds  will  provide  financing  for  resettlement  projects  for  combat  ineffectives. 

In  other  words,  this  is  another  phase  of  the  GI  bill  of  rights  pro- 
gram being  extended  with  the  United  States  assistance  to  overage 
soldiers  of  the  Nationalist  armies. 

Expansion  of  railroad  facilities : To  finance  the  dollar  costs  of  the  first 

5 ear  of  a 4-year  development  plan  embarked  upon  by  the  Taiwan  Railway 
Administration  to  meet  the  needs  of  their  growing  economy.  Dollars  provided 
during  fiscal  year  1957  will  finance  the  procurement  of  five  steam  locomotives, 
one  wrecking  crane  and  materials  for  construction  of  6,000  tons  of  freight 
cars.  The  4-year  plan  aimed  at  adding  25  steam  freight  locomotives,  6 switching 
locomotives,  25,000  tons  of  freight  cars,  and  146  passenger  cars.  Also  under 
the  fiscal  year  1957  program  will  come  a railway  shop  expansion  including  the 
procurement  of  machinery  and  equipment  and  extension  of  shop  buildings  for 
the  expansion  of  the  Taiwan  Railway  Administration  work  shops  at  Taipei 
and  Kaohsiung.  In  subsequent  years  we  shall  also  contribute  to  the  building 
of  a railway  double  track  over  three  sections  totaling  21  kilometers  which  are 
regarded  as  bottlenecks. 

Keelung  Harbor  improvement : To  continue  improvement  of  Keelung 

Harbor’s  facilities.  Dollars  will  be  used  to  expand  the  grain  elevator  from  10,000 
to  15,000-ton  capacity  and  to  construct  3 new  small  tug  boats. 

Coastal  ships  construction : On  a loan  basis  to  construct  one  2,500-ton 

general  cargo  ship  for  banana  export  to  Japan,  one  350-ton  ferry  boat  to  run 
between  Kaohsiung  and  Makung  and  two  50-ton  ferries  to  operate  between 
Taitung-Orchid  Island  and  Green  Island. 

Civil  airways  improvement : To  continue  the  improvement  of  naviga- 

tional aids,  landing  and  communication  facilities  of  Taipei  International  Airport 
and  Tainan  and  Hengchun  NOB  and  VOR  stations,  as  well  as  maintenance 
and  overhaul  facilities. 

Shipyard  expansion : For  the  procurement  of  one  35-ton  crane  for  the 

building  berth  of  Taiwan  Shipbuilding  Corp.  as  well  as  additional  arc  welding 
machines,  acetylene  generating  and  piping  systems  and  electric  apparatus.  The 
underwater  section  of  the  No.  2 berth  will  be  extended  to  permit  simultaneous 
construction  of  fishing  boats  and  coastal  vessels  leaving  drydock  No.  1 avail- 
able full  time  for  ocean  ships’  repair.  The  Government  of  Nationalist  China 
will  provide  [2  million]  Nationalist  Chinese  dollars  to  pay  customs  duties, 
installation  cost,  etc. 

Education. — In  the  field  of  education  one  project  is  contemplated 
as  follows : 

Expansion  of  education  facilities  for  overseas  Chinese  : For  physical 

facilities  and  improvements  on  the  various  college  and  high  school  campuses 
which  have  been  made  available  for  the  training  of  overseas  Chinese  students. 

During  fiscal  yealr  1957  it  is  also  proposed  to  spend United 

States  dollars  in  the  area  of  health  and  sanitation  including,  among 

the  larger  expenses, for  further  work  toward  the  completion  of 

permanent  hospital  and  domiciliary  facilities  for  19,837  disabled  and 
sick  combat  ineffectives  discharged  from  the  Chinese  Armed  Forces 
in  June  1955.  In  addition,  there  is  involved  a counterpart  fund  grant 

of  local  currency  in  the  amount  of equivalent  United  States 

dollars  for  financing  the  interim  medical  care  and  living  expenses  for 
these  19,837  persons.  This,  as  is  obvious,  is  another  phase  of  the  so- 
called  GI  bill  of  rights  program  for  overage  Nationalist  Chinese 

soldiers.  Besides  this  facility,  there  is  also  programed  for 

the  importation  of  construction  materials  for  building  construction 
and  its  support  facilities  such  as  staff  housing  as  well  as  for  im- 
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porting  medical  supplies  and  equipment  for  equipping  and  operating 

a 1,000-bed  general  hospital  for  these  soldiers; for  materials, 

and  so  forth  for  a 1,500-bed  tuberculosis  hospital;  and  for 

constructing  and  equipping  three  clinics  being  built  to  provide  ade- 
quate medical  facilities  for  10,000  combat  ineffectives.  All  of  these 
programs,  as  I indicated  previously,  are  part  of  the  so-called  Chinese 
Nationalist  GI  bill  of  rights. 

In  the  field  of  public  administration,  it  is  proposed  to  spend  a total 

of in  United  States  dollars.  of  this  amount  will  be 

used  to  provide  dollar  aid  to  assist  the  Chinese  Government  in  carry- 
ing out  its  retirement  program  for  discharging  combat  ineffectives 
from  the  Chinese  Armed  Forces  and  to  defray  the  cost  of  a contract 
with  George  Fry  & Associates.  This  latter  firm  is  to  advise  the 
Chinese  Government  on  all  phases  of  its  retired  servicemen’s  pro- 
gram, which  aims  at  permanently  settling  as  far  as  possible  in  pro- 
ductive, self-supporting  employment,  the'  combat  ineffectives  in  the 
Taiwan  civilian  economy.  This,  too,  is  part  and  parcel  of  this  GI 
bill  of  rights  for  the  Nationalist  Chinese. 

In  the  area  of  community  development  is  proposed  to  be 

spent  during  fiscal  year  1957  including  to  build  9,500  low- 

cost  dwellings  for  low-income  workers  during  fiscal  year  1957  by 
making  construction  loans.  About  40  percent  of  the  capital  required 

is  supplied  by  counterpart  funds.  An  additional — will  be  spent 

in  the  continuation  of  a project  which  provides  as  a counterpart 
fund  grant  local  currency  for  constructing,  equipping,  and  operating 
6 domiciliary-type  homes  for  6,000  disabled  combat  ineffectives  re- 
tired from  the  Chinese  Armed  Forces. 

Listed  as  general  miscellaneous  projects  are  the  following,  aggregat- 
ing a total  proposed  expenditure  during  fiscal  year  1957  at . 

Motion  picture  producing  facilities in  connection  with  the  con- 

tinuation of  assistance  to  the  Chinese  Government  in  developing  its 
program  for  improvements  in  motion  picture  production  facilities  for 
filming  documentary  subjects  including  the  fields  of  agriculture,  in- 
dustry, and  related  areas.  Overseas  Chinese  information, to 

finance  invitational  travel  for  overseas  Chinese  leaders  and  journalists 
and  other  groups  from  southeastern  Asia ; increased  travel  of  Chinese 
press,  civic,  technical,  and  cultural  leaders  to  and  in  the  countries  of 
Asia  and  assistance  in  providing  United  States  dollar  equipment  and 
reading  room  material  to  Chinese  Government  Information  offices 
throughout  southeast  Asia.  In  other  words,  besides  maintaining  our 
own  Information  Service,  we  are  also  subsidizing  and  helping  to  main- 
tain the  propaganda  outlet  for  the  Government  of  Nationalist  China. 

This  becomes  obvious  when  it  is  noted  that will  also  be  spent 

for  overseas  broadcast  facilities — a project  designed  to  assist  the 
Broadcasting  Corporation  of  China  in  stepping  up  and  improving 
broadcasts  to  overseas  Chinese  in  southeast  Asia,  through  the  pro- 
curing of  shortwave  transmitting  equipment,  and  supplying  neces- 
sary funds  for  cost  of  construction  and  installation. 

The  last  project  listed  under  the  heading  “General  and  Miscel- 
laneous” is  a local  currency  item  earmarked  for  Government 

budgetary  support.  However,  it  should  be  noted,  that  we  are  also 

proposing  to  expend  during  fiscal  year  1957  — in  United  States 

currency  on  the  Shihmen  Dam.  This  is  a multipurpose  project  for 
irrigation,  hydroelectric  power,  flood  control  and  domestic  water 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959  873 


supply.  This  amount  is  only  a start  toward  an  expenditure  which 
will  probably  total  in  excess  $12.5  million  United  States  dollars  for 
the  project.  The  total  cost  of  the  project  will  be  about  $42,000,000  of 
which  we  will  contribute  in  cash  an  excess  of  $12.5  million  and  much 
by  way  of  counterpart  dollar  funds.  There  is  attached  to  this  report 
a document  entitled  “Shihman  Dam,”  which  outlines  the  proposal  in 
detail.  It  will  be  noted  that  the  cost  estimates  vary  in  direct  propor- 
tion to  the  scope  of  the  facility,  that  is,  whether  it  will  contain  1 or  2 
power  units.  Further,  annual  fund  requirements — which  were  begun 
in  fiscal  year  1956 — are  proposed  to  extend  through  fiscal  year  1961. 

I shall  not  deal  with  the  technical  cooperation  program  in  detail 
except  to  note  that  the  various  projects  which  we  have  scheduled  for 
fiscal  year  1957  indicate  future  years  will  bring  increases  in  our  ex- 
penditures in  the  transportation,  industrial,  mining,  and  related  fields 
along  with  a large  labor  productivity  program  in  future  years. 

At  this  point,  I quote  from  my  on-the-spot  notes : 

We  first  visited  the  modernized  railway  shops  where  locomotives  and  cars 
were  being  repaired.  This  is  quite  an  extensive  facility  toward  the  construction 
and  maintenance  of  which  we  have  contributed  quite  a large  sum.  I noted 
that  hundreds  of  people  were  employed.  Much  repair  work  is  done  here.  If  parts 
are  not  on  hand,  they  are  made.  However  the  facility  is  now  self-sustaining, 
and  I was  told  that  revenues  more  than  pay  for  all  operations  as  well  as  repairs. 

We  then  proceeded  to  the  Sung  I textile  plant.  This  plant  produces  cotton 
cloth.  As  I recall,  there  are  13  such  plants  on  the  island.  All  the  cotton  required 
is  obtained  through  ICA  and  except  for  our  Government  making  it  available  the 
plants  would  immediately  close.  We  donate  the  cotton  to  the  Government,  and 
it  in  turn  sells  it  to  the  textile  mills.  The  proceeds  of  these  sales  are  added  to 
the  counterpart  fund  and  are  used  for  rehabilitation  of  the  island. 

The  same  situation  obtains  with  practically  all  the  flour  mills  erected  here 
so  far.  I saw  two  of  these  mills.  I also  visited  the  Urea  plant  and,  while  it  is 
not  completed,  I understand  it  will  be  ready  for  operation  early  next  year.  I was 
informed  that  the  United  States  provided  most  of  the  money — either  cash  for 
the  purchase  of  machinery  or  counterpart  funds  required  for  the  construction 
of  this  facility.  The  local  project  sponsor  furnishes  only  a comparatively 
small  amount.  It  is  quite  a large  plant  and  will  supply  much  needed  nitrogen. 
Of  course,  our  aid  planners  claim  that  it  will  save  the  Government  of  Nationalist 
China  many  dollars.  However,  I was  told  the  same  story  as  to  the  other  plants, 
but  our  contributions  to  the  foreign-aid  program  here  continue  to  increase  each 
year  and  there  is  apparently  no  serious  effort  made  to  reduce  the  amount.  Of 
course,  this  is  an  expensive  process  for  the  United  States  and  we  do  not  obtain 
any  reimbursement. 

Next  we  visited  various  plants  which  are  owned  by  the  Taiwan  Power  Co., 
an  organization  formed  in  1946  to  take  over  all  former  Japanese  facilities.  It  is 
owned  90  percent  by  the  Government  and  controlled  by  it  in  all  respects, 

We  visited  the  Pei  Pu  powerplant. 

Before  the  war,  Formosa  produced  a peak  load  of  177,000  kilowatts 
but  this  production  dwindled  to  33,000  when  the  present  Government 
took  over.  On  its  own  resources  and  initiative,  Taiwan  Power  Co. 
restored  the  level  of  production  which  existed  in  1946.  Since  that 
time,  190,000  kilowatts  were  added  and  by  1953,  over  320,000  addi- 
tional kilowatts  were  being  produced. 

It  should  be  noted  that  this  total  is  not  produced  from  this  one  plant, 
it  is  produced  from  the  entire  network  of  generating  facilities  toward 
which  I understand  the  United  States  is  contributing  $48  million  in 
cash  and  $20  million  in  counterpart  funds  as  against  only '$16  million 
by  the  local  Government — most  of  which  comes  from  the  profits  made 
from  the  sale  of  power. 

Yet,  there  is  in  contemplation  a huge  expansion  program  in  which 
we  are  again  to  participate  heavily  (see  above).  During  my 
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discussion  with  the  manager  of  the  Taiwan  Power  Co.  systetn,  he 
provided  me  with  many  details  as  to  how  all  of  Taiwan  is  now  being 
supplied  by  electricity.  He  said  that  the  east  coast  was  connected 
with  the  west  coast,  and  that  the  power  produced  was  generated  at 
a cost  which  was  even  less  than  the  cost  of  power  in  the  United  States. 
His  boast  was  that  power  can  be  generated  in  the  Taiwan  Power  Co. 
system  at  1.2  mills  per  kilowatt.  Of  course,  I lost  no  time  telling  him 
that  if  the  United  States  were  supplied  the  necessary  money  by  a 
rich  relative  as  is  the  case  with  Formosa,  we  could  probably  cut  the 
cost  of  power  even  lower. 

Then  we  visited  the  Taiwan  Ship  Co.  yard.  It  is  entirely  owned  by 
the  Government  and  operated  by  it.  Ships  are  repaired  here  and  boat- 
owners  are  charged  for  services  in  just  the  same  manner  as  if  the 
yard  were  privately  owned  and  operated.  Incidentally,  I noticed  that 
there  is  a splendid  harbor  here  which  needs  little  or  no  upkeep. 

We  crossed  the  harbor  to  inspect  the  grain  elevator.  At  the  time 
of  our  visit  a cargo  of  wheat  from  the  United  States  was  being 
unloaded.  The  elevator  is  most  modern  and  I was  told  that  the  United 
States  provided  most  of  the  funds  for  its  construction. 

We  also  visited  cotton  mills  and  a factory  where  chinaware  is  pro- 
duced. I also  inspected  the  installation  which  produces  electrical 
equipment  such  as  fans,  motors,  switches,  and  so  forth  (see  above).  I 
regretted  very  much  that  due  to  inclement  weather  I was  not  able  to 
visit  the  sugar  mills  and  other  facilities  on  the  south  end  of  Formosa. 
Reference  to  the  above  data  will  indicate  that  the  United  States  has 
contributed  generously  to  rehabilitation  and  now  to  the  expansion  of 
these  installations.  Much  sugar  is  exported  from  Formosa  to  Japan. 

During  my  trip  over  the  island  I was  very  much  impressed  with 
the  work  we  are  doing  in  the  area  of  forestry.  I was  told  that  we 
spend  about  $100,000  per  year  for  pine  seedlings,  fire-fighting  equip- 
ment and  similar  materials.  I saw  quite  a number  of  seedlings  in 
open  nurseries.  They  are  balled  and  then  planted.  The  process  of 
growing  new  trees  seems  slow  and  appears  to  be  expensive ; I question 
the  advisability  of  expanding  this  program.  Now  that  we  have  showft 
the  way  the  local  government  shoidd  do  more  on  its  own. 

At  the  time  of  my  visit  there  were  810  employees  attached  to  the 
ICA  mission  here,  counting  employees  of  the  Joint  Chinese  Rural 
Reconstruction  program.  This  number  includes  680  locals  and  130 
Americans.  Of  the  locals,  492  are  technicians  employed  by  the  United 
States,  67  are  contract  technicians,  and  121  are  assigned  to  adminis- 
trative duties.  With  respect  to  the  Americans,  57  are  United  States 
employed  technicians,  51  are  contract  technicians  and  22  are  ad- 
ministrative employees.  I was  astounded  to  discover  that  the  mission 
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still  employs  such  a large  number  of  persons.  I suspect  that  a great 
number  of  these  are  keeping  busy  trying  to  conceive  new  projects  and 
otherwise  seeking  ways  and  means  to  increase  United  States  expendi- 
tures in  Formosa. 

Before  leaving  the  economic  assistance  phase  of  our  mutual  security 
program  on  Formosa,  I believe  it  is  important  to  call  to  the  com- 
mittee’s attention  the  fact  that  there  is  extreme  reluctance — reluctance 
which  at  times  approximates  full  neglect — on  the  part  of  local  govern- 
ment officials  to  see  that  operations  in  the  nature  of  public  utilities 
here  fix  their  rates  in  such  a manner  as  to  properly  amortize  invest- 
ments and  meet  current  expenses.  When  I mentioned  this  situation, 
which  is  extremely  flagrant  in  connection  with  the  Taiwan  Power 
Company,  local  officials  indicated  to  me  that  ratemaking  was  a legis- 
lative matter  completely  within  the  hands  of  the  legislative  assembly. 
Further,  it  is  difficult  if  not  impossible  to  impress  upon  the  legislature 
the  necessity  for  charging  a fair  rate  on  utilities.  We  are  here  con- 
fronted with  the  same  situation  which  prevails  in  Korea.  Because 
of  political  reasons  the  legislative  assembly  will  not  raise  utility  rates 
in  order  to  insure  a return  which  will  permit  the  Government  of  China 
to  properly  participate  in  the  expansion  of  existing  utility  facilities. 
It  should  be  made  clear  to  the  Government  of  China  that  unless 
it  exercises  its  proper  responsibilities  in  this,  as  well  as  in  other 
areas,  appropriate  action  by  the  United  States  must  be  taken.  This 
action  would  certainly  take  the  form  of  withholding  further  United 
States  dollar  and/or  counterpart  contributions  until  fair  and  adequate 
rates  are  fixed. 

Turning  now  to  the  United  States  Information  Agency,  fiscal  year 
1957  will  bring  an  increase  of  $37,000  over  funds  spent  during  fiscal 
year  1956.  The  staffing  pattern  will  remain  the  same  with  respect  to 
Americans,  yet  the  number  of  locals  will  increase  from  56  to  65. 

. I was  informed  that  the  Nationalist  Chinese  Information 

Service,  despite  large  scale  United  States  help  (see  above)  has  not 
been  effective  in  its  effort  to  counter  Chinese  Communist  propaganda. 
Reference  to  the  attached  exhibit  C headed  United  States  Information 
Agency  will  provide  the  basic  background  as  to  our  information 
operations  here. 

As  with  other  countries,  military  assistance  to  Formosa  is  treated 
in  a separate  section  of  this  report.  However,  it  should  be  noted  that 
during  calendar  years  1951,  1952,  1953,  and  1954  and  the  fiscal  years 
1955,  1956,  and  1957,  the  Chinese  Government’s  contributions  toward 
its  own  defense,  expressed  as  a percentage  of  the  national  budget, 
were,  respectively,  as  follows:  1951,  75.1  percent;  1952,  42.8  percent; 
1953,  40.1  percent;  1954,  45.1  percent;  1955,  45.5  percent;  1956,  51.2 
percent;  and  1957,  49.0  percent  (estimated). 
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Exhibit  B 

(Security  classification:  Unclassified) 

International  Cooperation  Administration, 

September  25, 1956. 

From : ICA  Taipei. 

Subject:  Project  Descriptions,  fiscal  year  1957,  Defense  Support  Operational 

Program. 

Address  and  serial  No. : ICA  Washington  TOICA  A-500. 

Attached  hereto  are  project  descriptions  for  the  whole  D.  S.  program. 

Rather  than  transmit  new  project  descriptions  and  changes  in  the  BOB 
submission,  the  mission  has  incluued,  for  lCA/W’s  and  its  own  convenience  and 
because  of  the  numerous  minor  changes,  the  descriptions  for  the  total  program. 

Brent. 

Authorizing  officer : J.  E.  Auburn. 

Drafted  by  M.  Bebb. 

Office : O/RPR. 

Date : September  25, 1956. 

AGRICULTURE  AND  NATURAL  RESOURCES 

12-246  (C)  Farm  reclamation  (RETSER)  : This  continuation  project  pro- 
vides as  a counterpart  fund  grant  local  currency  for  financing  land  reclamation 
surveys,  irrigation  systems,  farm  building  construction,  housing  and  tools  plus 
living  allowances,  clothing  and  administration  feeds  for  3,690  farm  workers  and 
236  staff  including  171  retired  officers,  all  combat  ineffectives,  resettled  on 
cooperative  farms  early  in  1955  in  more  than  10  locations  throughout  Taiwan. 
These  farms  are  now  producing  units.  Construction  work  on  permanent  farm 
and  administration  buildings  and  houses  is  expected  to  commence  before  Novem- 
ber 1,  1956.  Aid  assistance  to  these  farms  should  make  them  more  productive, 
opening  opportunities  for  further  employment  of  additional  combat  ineffectives 
at  a later  date.  Eventually,  all  combat  ineffectives  resettled  under  this  project 
will  have  the  opportunity  to  own  their  own  land. 

17-056  (C)  Ta  Shu  Shan  logging — TFA : US$400,000  is  provided  to  procure 
diesel  yarders  and  logging  trucks,  continuing  the  project  begun  in  fiscal  year 
1956.  US$75,000  is  requested  for  contract  services  of  an  American  firm  to 

design  and  procure  a modern  long-log  sawmill,  and  US$6,000  as  a grant  for 
training  2 Taiwan  Forestry  Administration  staffs  in  logging  operations  in 
the  United  States  for  a period  of  6 months  each.  Section  402  loan  of  NT$9,- 
200,000  will  be  used  to  construct  a new  concentration  yard  with  log  pond. 
Completion  of  the  project  in  fiscal  year  1958  will  require  US$500, 900  for 
procurement  of  the  sawmill  equipment. 

17- 356  (C)  Forestry  (RETSER)  : This  continuation  project  provides  as  a 
counterpart  fund  grant  local  currency  for  finalizing  on  the  job  training,  housing, 
living  allowances,  clothing  and  equipment  for  2,000  enlisted  men  and  51  officers, 
all  combat  ineffectives  discharged  from  the  Chinese  armed  forces,  enabling  them 
to  be  permanently  resettled  and  productively  employed  by  the  Taiwan  Forestry 
Administration  in  waste  wood  reclamation  and  tree  planting  in  Taiwan’s  exten- 
sive forest  areas.  One  thousand  and  fifty  men  are  already  resettled  and  em- 
ployed under  the  fiscal  year  1956  project,  successful  full  implementation  of 
which  is  expected  by  the  end  of  December  1956  demonstrating  opportunities 
for  further,  similar  employment  opportunities  for  thousands  more  combat 
ineffectives  if  they  are  available. 

18- 318  (C)  Fishing  fleet  rehabilitation  program:  This  project  is  to  provide 
part  of  the  fishing  boat  construction  cost  carried  over  from  fiscal  year  1956  under 
the  same  project  title.  A fisheries  advisor  arrived  in  Taiwan  in  July  1956,  and 
continuation  of  services  through  fiscal  year  1957  is  also  provided  for,  as  well  as 
funds  for  a training  participant  with  an  engineering  background  to  go  to  the 
United  States  to  study  modern  otter  trawler  operations,  deck  machinery  and 
gear,  fabrication  of  trawl  nets  and  operation  and  repair  of  diesel  engines. 
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18-320  (C)  Fish  propagation  (RETSER)  : This  continuation  project  pro- 
vides as  a counterpart  fund  grant  local  currency  for  finalizing  the  digging,  im- 
proving and  stocking  of  fish  ponds,  as  well  as  for  training  and  living  allowances 
and  tools  for  <>37  combat  ineffectives,  including  37  officers,  discharged  from  the 
Chinese  armed  forces.  The  project  was  initiated  in  fiscal  year  1950.  Fish 
propagation  from  fish  ponds  in  Taiwan  provides  a sedentary  type  of  productive 
employment  required  by  a considerable  portion  of  those  partially  disabled  combat 
ineffectives  otherwise  difficult  to  resettle  in  self  sufficiency  in  Taiwan. 

18-321  (C)  Rehabilitation  of  Tachen  fishermen:  This  continuation  project 
provides  as  a counterpart  fund  grant  local  currency  funds  for  completing  the 
resettlement  of  nearly  1,700  Tachen  fishing  families  in  resettlement  and  reem- 
ployment. This  project  provides  for  approximately  50  additional  fishing  families 
not  covered  in  tiie  fiscal  year  1956  project  who  have  now  been  determined  to  best 
be  resettled  as  fishermen.  The  project  also  provides  for  final  payment  for  some 
370  fish  boats  and  extra  fishing  equipment  as  well  as  for  additional  training  for 
all  the  Tachen  fishermen.  No  further  Tachen  fishing  projects  are  contemplated 
for  future  aid  financing. 

18-400  (N)  Refrigeration  plant — China  Fisheries  Corp. : This  project  pro- 
vides for  the  erection  of  a refrigeration  and  ice-making  plant  in  Kaohsiung  to  be 
used  principally  in  support  of  the  expanding  fisheries  program.  It  will  provide 
facilities  to  hold  fish  frozen  at  sea  and  to  freeze  fish  landed  from  ice  storage, 
thereby  preventing  price  depression  or  spoilage  of  fish  when  fish  are  landed  in 
heavier  volume  than  the  market  can  immediately  absorb.  Such  provisions  for 
stabilization  of  the  industry  are  basic  where  a highly  perishable  product  is 
concerned. 

18-401  (N)  Tuna  long  liners:  This  project  is  to  provide  for  procurement  of 
engines  and  material  for  local  construction  of  4 tuna  long  liners  of  the  350-ton 
class  for  loan  to  private  fisheries.  Each  liner  will  provide  annually  1,000  tons 
of  fish.  The  Chinese  Government  has  financed  the  construction  of  the  same 
number  of  boacs  of  the  same  class  in  1955.  This  project  will  expand  the  fleet 
and  increase  fisheries  production  to  meet  the  increasing  requirement  of  protein 
food  of  the  growing  population  of  Taiwan.  Local  currency  is  provided  for 
engineering  design,  local  labor  and  locally  available  materials  and  parts.  Pri- 
vate recipients  will  contribute  NT$6  million  towards  total  cost. 

18—102  (N)  Diesel  engines — fishing  craft:  Under  this  project,  provision  is 
made  for  the  purchase  of  60  to  80  diesel  engines,  22  to  45  horsepower,  to  replace 
wTornout  and  defective  kerosene  engines  on  small  fishing  craft.  The  use  of  diesel 
engines  will  reduce  operating  costs,  increase  efficiency,  and  result  in  greater  re- 
turns to  the  fisherman.  Local  manufacturers  will  be  favored  if  supply  is  avail- 
able, otherwise  procurement  will  be  by  barter  credit  from  Japan. 

18-403  (N)  Cold  storage  rehabilitation:  Cold  storage  and  ice-making  facili- 
ties on  Taiwan  are  inadequate.  The  expansion  of  fisheries  and  greatly  increased 
fish  catch  require  added  facilities  to  preserve  a highly  perishable  commodity. 
Freezing  and  ice-making  facilities  of  80  tons  per  day,  and  cold  storage  of  1,000 
tons,  plus  rehabilitation  of  2,400  tons  of  cold  storage  will  be  provided  at  three 
major  fishing  ports.  Private  fishery  companies  will  contribute  NT$2.5  million. 

18- 404  (N)  Kaohsiung  fishing  wharf  improvement:  This  project  is  to  pro- 
vide for  the  ejection  and  rehabilitation  of  shore  facilities  in  Kaohsiung  to  co- 
ordinate with  increasing  deep-sea  fisheries  activity,  including  cranes,  fish  market, 
cold  storage  facilities,  wharves,  and  service  stations  for  water  and  fuel.  Kaoh- 
siung is  the  most  important  fishing  port  in  Taiwan  due  to  expanding  fisheries 
development. 

19- 023  (C)  Local  government  agric.  support  ( JCRR)  : This  project  will  con- 
tinue to  provide  minimum  funds  needed  to  supplement  available  Chinese  govern- 
ment appropriations,  local  contributions  and  JCRR  assistance  to  carry  out  the 
fiscal  year  1957  phase  of  the  agricultural  program. 

19-330  (C)  Tachen  farmers  : This  continuation  project  provides  as  a counter- 
part fund  grant  local  currency  for  finalizing  the  resettlement  in  Taiwan  on  their 
own  land  1,630  farming  families,  former  Tachen  Islanders,  removed  to  Taiwan 
from  the  Tachen  Island  just  before  their  fall  to  the  Communist  in  early  1955. 
This  resettlement,  which  began  under  the  fiscal  year  1956  project,  is  now  well 
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along  toward  completion  with  the  exception  of  the  phases  of  land  reclamation 
and  development.  This  continuation  finances  training  and  supervision  activities 
for  the  Tachen  farming  families  as  well  as  land  improvement  activities.  It  is 
expected  that  entire  resettlement  of  Tachen  farmers  including  their  training  and 
agricultural  extension  will  be  completed  by  the  end  of  1958  while  aid  assistance 
tapers  off  each  year. 

19-405  (N)  Tractors — TSC : To  increase  mechanization  of  sugar-cane  grow- 
ing and  harvesting,  75  tractors  are  to  be  procured  for  the  Taiwan  Sugar  Corp., 
who  will  provide  NT$4,300,000  to  cover  duties,  etc. 

One  training  participant  from  TSC  staff  will  study  in  the  United  States  farm 
tools,  agricultural  machinery,  and  agricultural  engineering,  for  1 year. 

18-319  (C)  Fishing  vessel  group:  Counterpart  grant  provides  continuation 
until  December  31,  1956,  of  support  to  this  group,  who  are  responsible  for  ad- 
ministration and  follow-up  of  1CA  aid  to  fishery  projects. 

Mission  fisheries  adviser  has  now  under  study  the  possible  termination  of  the 
group  this  year,  if  their  functions  can  now  be  included  within  the  scope  of  the 
Taiwan  Fisheries  Administration. 

INDUSTEY  AND  MINING 

21-007  (C)  Coal  mining  improvement:  Under  this  project  a long  range  de- 
velopment program  for  selected  mines  is  continued.  In  this  fiscal  year  work  will 
be  started  on  the  development  of  workings  in  several  mines  in  addition  to  con- 
tinuing development  work  started  in  fiscal  year  1956  in  other  mining  properties. 
All  properties  have  recoverable  reserves  of  reasonably  large  scale.  United  States 
dollar  funds  are  being  provided  for  the  purchase  of  machinery  and  equipment  to 
be  installed  as  development  work  progresses  and  local  currency  loans  will  be 
made  available  from  section  402  account  to  defray  a part  of  the  local  costs. 
Overall  additional  production  to  be  realized  from  the  project  is  expected  to  be 
as  much  as  1 million  tons  yearly. 

21-025  (C)  Solid  fuels  and  minerals  exploration:  Under  this  project  United 
States  dollar  and  local  currency  support  from  counterpart  funds  will  be  pro- 
vided to  defray  the  cost  of  financing  the  services  of  1 geologist  in  the  fielu  of 
metallic  and  nonmetallic  minerals  and  1 solid  fuels  geologist,  both  from  the  United 
States  Geological  Survey,  who  will  provide  technical  advice  and  guidance  to  the 
Chinese  Government  on  its  program  of  coal  and  minerals  exploration. 

21-026  (C)  Coal  exploration:  Local  currency  funds  are  provided  from  coun- 
terpart on  a grant  basis  to  finance  the  continuation  of  exploration  programs  in 
the  coalfields  of  northern  Taiwan.  The  project,  initiated  in  fiscal  year  1955,  was 
continued  through  fiscal  year  1956  and  has  resulted  in  the  development  of  basic 
information  which  has  permitted  the  adjustment  of  the  program  as  necessary 
to  permit  exploration  efforts  this  year  to  be  concentrated  in  areas  considered  to 
be  among  those  having  most  promising  prospects.  The  coal  mine  improvement 
project,  21-007  (C),  also  has  been  adjusted  to  reflect  the  findings  during  the 
earlier  fiscal  years  programs. 

21-028  (C)  Minerals  exploration:  This  project  provides  local  currency  as  a 
counterpart  fund  grant  to  continue  the  support  of  a minerals  exploration  pro- 
gram started  in  fiscal  year  1955.  Work  by  Chinese  geologists  and  engineers  as- 
signed to  Minerals  Exploration,  Inc.,  a specially  organized  agency  of  the  Chinese 
Government,  will  be  directed  toward  the  discovery  and  delineation  of  the  limits 
of  ore  deposits  on  the  island  of  Taiwan  from  which  pyrite,  limonite,  dolomite, 
clays  and  heavy  minerals  may  be  produced  to  support  the  expanding  industrial 
economy.  The  results  of  earlier  surveys  have  been  utilized  in  planning  work  to 
be  undertaken  during  this  fiscal  year. 

21-029  (C)  Petroleum  exploration:  Under  this  project  local  currency  financ- 
ing will  be  provided  in  the  form  of  a loan  from  the  402  account  to  support  the  final 
phase  of  a petroleum  exploration  program  initiated  in  fiscal  year  1954  but  which 
is  being  terminated  as  of  this  fiscal  year  on  the  basis  of  policy  determinations  by 
ICA/W.  The  funds  will  be  utilized  for  defraying  part  of  the  costs  of  geologic  and 
seismic  surveys,  test  well  drilling  and  establishing  supporting  service  installations. 
In  addition.  United  States  dollar  funds  and  local  currency  from  counterpart  are 
being  provided  to  support  the  cost  of  training  one  Chinese  geologist  in  the  United 
States  and  defraying  the  cost  of  the  services  of  a petroleum  geologist  as  a techni- 
cal assistance  consultant  with  the  Chinese  Petroleum  Corp. 

21^406  (N)  Copper  and  pyrite  development:  Under  this  project  the  third 
phase  expansion  of  the  Chin-Qua-Shih  Mine  development  program,  designed  to 
increase  the  output  of  copper  and  pyrite  ores,  is  financed.  United  States  dollars 
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will  be  provided  to  defray  the  cost  of  the  purchase  of  mining,  milling,  and  trans- 
port equipment.  A local  currency  loan  will  be  made  available  from  the  402 
account  to  defray  a portion  of  the  local  costs  involved  in  the  installation  of 
equipment  and  machinery,  underground  and  surface  facility  construction  and 
underground  development  work. 

22-018  (C)  Wusheh  Dam  hydro:  Under  the  project,  continued  United  States 
dollar  and  local  currency  support  from  counterpart  funds  will  be  provided  to 
defray  the  cost  of  contract  services  by  the  United  States  Bureau  of  Reclamation 
on  this  project,  first  initiated  in  fiscal  year  1952  and  scheduled  for  completion 
in  August  1958.  Local  currency  loans  from  the  402  account  will  also  be  pro- 
vided to  the  Taiwan  Power  Co.  to  defray  the  cost  of  continued  construction 
of  the  curved  gravity  dam  and  ancillary  structures.  In  addition  there  will  be 
provided  sufficient  United  States  dollar  funds  to  complete  procurement  of  imported 
equipment  necessary  for  the  dam  and  power  generating  facility.  Completion  of 
the  dam  will  add  approximately  35,300  kilowatts  of  firm  power  to  the  system 
through  the  additional  storage  capacity  available  to  the  Sun-Moon  Lake  gen- 
erating facilities. 

22-030  (C)  Telecommunication  expansion:  Under  this  project  financial  sup- 
port is  provided  to  the  Taiwan  Telecommunication  Administration  to  defray  the 
cost  of  the  fiscal  year  1957  portion  of  the  administration’s  4-year  plan  for  which 
initial  financing  was  provided  in  fiscal  year  1956.  United  States  dollars  will  be 
utilized  to  purchase  equipment  from  worldwide  sources  and  local  currency  will 
be  made  available  from  the  402  account  to  defray  the  cost  of  Japan  barter  ac- 
count funds  for  the  procurement  of  equipment  from  Japan.  This  fiscal  year’s 
projects  are  designed  to  increase  the  capacity  of  urban  telephone  systems,  the 
VIIF  system  on  the  east  coast  of  Taiwan  and  the  toll  carrier  system  on  the  west 
coast  in  order  to  meet  the  domestic  demand  for  telephone  services.  Training 
of  the  2 participants  in  the  United  States  for  1 year  will  be  supported  with 
United  States  dollar  and  counterpart  funds. 

22-034  (C)  Lung  Chien  hydro:  In  this  fiscal  year  local  currency  financing  in 
the  form  of  a loan  from  the  402  account  will  be  provided  to  continue  construction 
of  components  of  this  hydropower  project,  initial  financing  of  which  was  approved 
in  fiscal  year  1955.  Work  will  continue  on  the  dam  intake  structure,  pressure 
tunnel,  penstock,  powerhouse  and  supplementary  diversion  system.  A small 
United  States  dollar  cost  item  for  contract  services  will  also  be  financed.  Ultimate 
capacity  of  this  installation  will  be  48,600  kilowatts. 

22-037  (C)  Nanpu  2d  unit  thermal:  Final  contract  service  requirements  will 
be  provided  under  this  project  for  completion  of  the  40,000  kilowatt  extension 
of  the  Nanpu  thermal  generating  plant,  initial  financing  of  which  was  provided 
under  the  fiscal  year  1955  program.  In  addition,  local  currency  for  project  con- 
struction and  equipment  installation  will  be  provided  as  a loan  from  the  402 
account. 

22-230  (C)  Fiscal  year  1955  power  transmission  and  distribution:  Local 
currency  financing  in  the  form  of  a loan  from  the  402  account  will  be  provided 
to  the  Taiwan  Power  Co.  to  defray  the  cost  of  installing  or  erecting  materials 
and  equipment  procured  under  the  fiscal  year  1955  program.  The  expanding 
power  generating  capacity  of  the  company  must  be  supported  by  a parallel 
expansion  of  the  transmission  and  distribution  systems  to  insure  that  most 
effective  use  is  made  of  the  new  generating  capacity. 

22-277  (C)  Fiscal  year  1955  primary  system  improvement:  Local  currency 
funding  through  a loan  from  the  402  account  is  provided  to  the  Taiwan  Power 
Co.  to  complete  construction  and  installation  of  facilities,  equipment  for  which 
was  procured  initially  under  fiscal  year  1955  program.  Construction  was  initially 
financed  in  fiscal  year  1956  through  local  currency  loans.  The  expansion  of  the 
primary  system  capacity  is  necessary  to  keep  abreast  of  the  expanding  gen- 
erating capacity  in  the  Taiwan  power  system. 

22-301  (C)  Fiscal  year  1956  primary  system  improvement:  Initial  construc- 
tion costs  for  two  new  substations  and  other  facilities  under  the  continuing 
primary  system  improvement  program  of  the  Taiwan  Power  Co.  will  be  provided 
under  this  project.  Equipment  procurement  was  financed  under  the  fiscal  year 
1956  United  States  dollar  program.  Completion  is  expected  in  fiscal  year  1958 
utilizing  local  currency  funds  made  available  as  a loan  from  the  402  account. 
There  will  be  in  fiscal  year  1957  in  addition  to  construction  funds,  United 
States  dollar  and  local  currency  support  from  counterpart  for  the  training  of 
three  Taiwan  Power  Co.  engineers  in  the  United  States. 
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22-302  (C)  Fiscal  year  1956  power  transmission  and  distribution:  Local 
currency  financing  in  the  form  of  a loan  from  the  402  account  is  provided  under 
this  project  to  defray  a part  of  the  cost  of  installing  equipment  and  materials 
procured  under  the  fiscal  year  1956  program.  Project  completion  is  scheduled 
for  fiscal  year  1958.  The  project  is  a part  of  the  overall  program  for  improvement 
of  power  transmission  and  distribution  facilities  necessary  to  support  the  ex- 
panded generating  capacity  within  the  Taiwan  Power  Co.  system.  As  an  integral 
part  of  the  project.  United  States  dollars  and  local  currency  financing  from 
counterpart  is  provided  to  defray  the  cost  of  training  six  Taiwan  Power  Co. 
engineers  and  technicians  in  the  United  States. 

22-303  (N)  Ku  Kuan  hydro:  This  project,  initially  proposed  for  financing 
under  the  1956  program,  was  diverted  to  the  fiscal  year  1957  program  because 
of  fund  shortages.  It  is  imperative  that  this  project  be  started  in  fiscal  year 
1957  in  order  to  assist  in  relieving  the  acute  power  shortage  projected  for  1959 
and  1960.  United  States  dollar  and  local  currency  financing  from  the  402  account 
will  be  provided  to  start  procurement  of  equipment  and  to  defray  first  con- 
struction costs  of  the  project  which  will  be  developed  initially  as  a 90,000  kilowatt 
run-of-river  station  with  peaking  pondage.  United  States  dollar  funding  and 
local  currency  costs  defrayed  from  counterpart  will,  as  presently  programed, 
provide  for  the  training  of  3 Taiwan  Power  Co.  engineers  in  the  United  States 
and  support  the  requirements  of  2 power  engineers  to  serve  in  Taiwan  as 
advisers  on  the  project  development  and  construction. 

22-379  (C)  Suburban  telephone  expansion:  Under  this  project  local  currency 
financing  is  provided  to  the  Taiwan  Telecommunication  Administration  from 
the  section  4l)2  account  to  assist  in  defraying  the  cost  of  installing  equipment 
purchased  through  the  fiscal  year  1956  program  under  the  United  States  dollar 
account.  The  program  as  initially  conceived  will  provide  for  additional  tele- 
phone circuits  in  the  several  suburban  areas  in  Taiwan  which  have  been  under- 
going a rapid  growth  during  the  past  several  years. 

22-407  (N)  Fiscal  year  1957  power  transmission  and  distribution : United 
States  dollar  financing  of  equipment  and  materials  to  be  procured  on  a world- 
wide basis  and  local  currency  loans  from  the  402  account  to  finance  procurement 
of  equipment  and  materials  through  the  Japan  barter  account  will  be  provided 
for  this  project  which  is  a portion  of  the  Taiwan  Power  Co.  program  for  the 
expansion  and  improvement  of  the  transmission  and  distribution  facilities  neces- 
sary to  keep  pace  with  the  development  of  new  generating  capacity.  The  financ- 
ing of  equipment  installation  and  facilities  construction  will  be  supported  through 
local  currency  loans  in  fiscal  year  1958. 

22-408  (N)  Fiscal  year  1957  primary  system  improvement:  To  carry  the 
increased  load  and  to  support  the  additional  capacity  of  the  generating  system 
of  the  Taiwan  Power  Co.  Financing  will  be  provided  in  this  fiscal  year  1957 
project  under  the  United  States  dollar  program  to  defray  the  cost  of  procuring 
transformers  aggregating  100,000  kilovolt-amperes.  In  addition  equipment  and 
materials  necessary  to  the  construction  of  a new  trunk  transmission  line  parallel- 
ing the  existing  154  kilovolt  line  along  the  west  coast  of  Taiwan  will  be  sup- 
ported through  this  project.  A limited  amount  of  local  currency  funding  through 
a loan  from  the  402  account  will  be  made  available  as  well.  This  project  is  a 
part  of  the  primary  system  improvement  program  established  by  the  Taiwan 
Power  Co. 

22-409  (N)  Power  control  communication:  Under  this  project,  initial  United 
States  dollar  funding  will  be  provided  for  the  purchase  of  communication  and 
telemetering  equipment  for  the  Taiwan  Power  Co.  to  meet  the  need  for  more 
effective  control  and  operation  of  the  expanding  power  facility  network.  With- 
out sufficient  equipment  the  ultimate  benefit  of  the  expanding  power  generating 
and  transmitting  capacity  cannot  be  made  available  to  the  industrial  economy 
of  the  island.  The  Taiwan  Telecommunications  Administration  will  be  co- 
sponsor of  this  project. 

22-410  (N)  Chin  Shan  hydro  : United  States  dollar  fundng  and  local  currency 
support  from  counterpart  will  be  provided  under  this  project  to  defray  the  costs  of 
contract  services  for  planning  and  initial  design  of  a hydroelectric  plant,  and 
the  training  of  two  Taiwan  Power  Co.  engineers  in  the  United  States  on  hydro- 
power  project  planning  and  construction.  The  project,  which  it  is  proposed  will 
be  supported  through  the  United  States  Aid  program  in  subsequent  years,  con- 
templates the  establishment  of  a hydropower  station  having  an  ultimate  capacity 
of  120,000  kilowatts  in  the  Ta  Chia  River  drainage.  The  Ku  Kuan  and  Tien  Lung 
stations,  financing  for  which  has  been  provided  under  this  or  earlier  fiscal 
years’  programs,  are  a part  of  the  same  power  generating  complex  on  the  Ta 
Chia  River. 
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22- 372  (C)  Shen  Ao  1st  unit  thermal : Under  this  project,  which  contemplates 
:the  construction  of  a 75,000  kilowatts  thermal  generating  plant  for  the  Taiwan 
Power  Co.,  United  States  dollar  funds  will  be  provided  to  defray  the  cost  of 
equipment  purchased,  and  local  currency  financing  in  the  form  of  a loan  from  the 
402  account  will  be  made  available  for  project  construction  and  equipment  instal- 
lation. In  addition  United  States  dollars  will  be  provided  to  continue  contract 
services  by  the  United  States  consulting  firm  and  to  support  the  training  of  two 
Taiwan  Power  Co.  engineers  in  the  United  States.  Local  currency  support  for 
the  engineer  training  will  be  provided  from  counterpart. 

23- 046  (C)  Urea  plant:  United  States  dollar  and  local  currency  financing 
through  a loan  from  the  402  account  is  provided  under  this  project  to  continue 
procurement  of  equipment  and  materials,  plant  construction,  and  installation  of 
equipment  in  a urea  plant  owned  by  the  Taiwan  Fertilizer  Corp.,  designed  to 
.produce  annually,  85,800  metric  tons  of  urea  (44%  N. ).  Initial  planning  began 
in  1952  when  local  currency  financing  of  the  initial  survey  and  planning  expenses 
was  provided.  United  States  dollar  financing  and  procurement  of  plant  equip- 
ment to  defray  the  cost  of  technical  services  was  provided  from  fiscal  year 
1954  to  fiscal  year  1956.  Local  currency  was  made  available  on  a loan  basis 
during  these  years  to  defray  cost  of  construction  and  equipment  installation. 
In  addition  lo  funds  provided  for  procurement  in  fiscal  year  1957,  United 
•States  dollar  financing  of  contract  services  is  completed  as  well.  Plant  operation 
is  expected  by  the  end  of  1957. 

23-047  (C)  Hualien  nitrochalk  plant:  Final  United  States  dollar  funding  is 
.provided  for  procurement  of  miscellaneous  items  of  equipment  needed  to  complete 
this  project,  construction  of  which  was  started  in  July  1953,  designed  for  the 
establishment  of  facilities  to  manufacture  70,000  metric  tons  of  nitrochalk 
fertilizer  annually  (20%  N.). 

23-050  (C)  Nitrophosphate  plant  TFC : Funds  are  provided  in  the  form  of  a 
loan  from  the  402  account  to  meet  local  currency  costs  of  final  local  equipment 
procurement  and  construction  and  machinery  installation  costs  for  the  nitro- 
phosphate  fertilizer  plant  of  the  Taiwan  Fertilizer  Corp.  United  States  dollar 
financing  for  procurement  of  equipment  was  provided  from  fiscal  year  1954  to 
fiscal  year  1956.  Loans  from  counterpart  in  fiscal  year  1955  and  the  402  account 
in  fiscal  year  1956,  were  provided  to  defray  a portion  of  the  local  construction 
-and  installation  costs.  Plant  operation  is  expected  by  the  end  of  fiscal  year  1957. 

23-057  (C)  Artificial  wood  board  plant — DP:  United  States  dollar,  and  local 
currency  financing  from  counterpart,  are  provided  to  defray  the  cost  of  training 
in  the  United  States,  of  one  engineer  from  this  privately  owned  plant,  financed 
through  the  aid  program,  on  manufacturing  and  control  techniques  necessary  to 
the  successful  operation  of  the  plant 

23-061  (C)  Byproduct  coke  oven:  Under  this  project  United  States  dollar 
-and  local  currency  financing  through  a 402  account  loan  will  be  provided  to  meet 
a portion  of  the  costs  of  completing  the  purchase  of  equipment  and  constructing  a 
byproduct  coke  oven  plant  capable  of  producing  360  metric  tons  of  coke  per  day 
to  meet  the  requirements  of  the  urea  fertilizer  plant  and  other  industries  in 
Taiwan  as  well  as  provide  a source  of  byproducts  which  may  be  used  as  a basis  of 
several  chemical  industries.  The  project  was  initially  approved  in  1954  and 
procurement  authorization  issued  ,but  because  of  policy  decisions  pending  in 
ICA/W  procurement  has  never  been  initiated.  Decision  is  expected  soon  after 
October  15, 1956. 

23-062  (C)  PVC  manufacturing:  This  project  will  provide  United  States 
dollar  and  local  currency  financing  from  counterpart  to  support  the  training  of 
2 engineers  from  the  Formosa  Plastics  Corp.,  1 in  the  United  States  and  1 in 
Japan,  for  a period  of  6 months  each  in  techniques  involved  in  the  manufacture 
of  PVC  in  the  plant  initially  financed  through  the  fiscal  year  1955  aid  program. 

23-072  (N)  Electric  motor  and  switch  manufacture:  Under  this  project 
United  States  dollars  are  provided  to  defray  the  cost  of  procuring  machine  tools 
for  manufacturing,  and  testing  equipment  supplementing  equipment  presently 
installed  in  the  plant  of  the  Ta  Tung  Engineering  Corp.  as  necessary  to  support 
the  production  of  small  electrical  motors,  switches,  switch  gears  and  other 
electrical  accessories.  An  addition  to  the  procurement  of  equipment,  provision 
is  made  for  United  States  dollar,  and  local  currency  financing  from  counterpart, 
necessary  to  defray  the  cost  of  training  two  engineers  from  the  project  sponsor’s 
staff  in  the  design  and  manufacture  of  electrical  motors  and  accessory  electrical 
equipment.  Technical  cooperation  and  assistance  is  being  provided  to  this 
private  project  sponsor  through  the  Westinghouse  Electric  International  Co. 
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23-236  (C)  Paper  board  manufacture:  Under  this  project,  necessary  United 
States  dollar,  and  local  currency  support  from  counterpart,  are  provided  to 
defray  the  cost  of  training  in  Japan  of  an  engineer,  from  the  Kin  Dah  Pulp 
and  Paper  Co.  on  the  study  of  mechano-chemical  and  semi-chemical  processes 
for  the  manufacture  of  pulp  and  paper  from  bagasse  and  bamboo.  The  project 
was  initially  financed  under  an  ICA  aid  in  fiscal  year  1955. 

23-304  (N)  Incandescent  lamp  manufacture:  Under  this  project  United 
States  dollar  financing  is  provided  for  the  procurement  of  automatic  bulb  mak- 
ing machinery  and  auxiliary  equipment  and  testing  apparatus  for  the  manu- 
facture of  uniform  glass  bulbs  necessary  to  the  effective  operation  of  electric 
light  globe  assembly  equipment  now  installed  in  the  plant  of  the  project  sponsor. 
It  is  expected  that  total  capacity  of  the  plant  upon  completion  will  be  approxi- 
mately 4.8  million  bulbs  yearly. 

23-306  (C)  Sulphuric  acid  plant — KASC:  A part  of  the  expansion  plan 
for  the  Kaohsiung  Ammonium  Works.  Under  this  is  continued  financing  of 
United  States  dollar  costs  of  procuring  equipment  and  machinery  for  the  estab- 
lishment of  a sulphuric  acid  plant  with  a designed  capacity  of  275  metric  tons 
per  operating  day  of  98  percent  N2SO4,  initial  procurement  for  which  was  financed 
under  the  fiscal  year  1956  program.  Local  currency  financing  will  be  provided 
in  the  form  of  a loan  from  the  402  account  to  defray  the  cost  of  building  con- 
struction and  equipment  installation.  Additional  local  currency  costs  projected 
for  fiscal  year  1958  have  been  designated  to  be  financed  through  a similar  loan. 

23-308  (C)  Nitrophosphate — HNFW  : Continuing  the  development  of  facilities 
for  the  production  of  mixed  fertilizer  integrated  with  the  Haulien  Nitrochalk 
Plant  of  the  Hualien  Nitrogen  Fertilizer  Corp.,  United  States  dollar  financing  is 
provided  to  cover  the  cost  of  freight  on  United  States  procured  equipment. 
A local  currency  loan  from  the  402  account  will  help  to  defray  local  costs  of 
construction  and  equipment  installation.  Initial  United  States  dollar  financing 
for  equipment  procurement  was  provided  in  fiscal  year  1956. 

23-309  (C)  Modernization  of  mills — TSC : This  continuation  project  requires, 
in  fiscal  year  1957,  US$262,000  to  procure  modern  machinery  and  equipment 
to  replace  obsolete  equipment  in  the  sugar  mills  of  the  Government-owned 
Taiwan  Sugar  Corp. 

An  instrument  control  and  repair  team  of  three  training  participants  will  be 
sent  to  the  United  States  for  6 months,  requiring  US$9,000  and  counterpart 
grant  of  NT$62,000,  plus  NT$62,000  to  be  provided  by  TSC. 

23-388  (N)  Science  equipment  manufacture:  Under  this  project  it  is  pro- 
posed to  establish  facilities  for  manufacture  of  laboratory  equipment  such  as 
balances,  electrical  and  physical  testing  apparatus  and  miscellaneous  optical 
equipment  of  a quality  suitable  for  use  in  school  laboratories.  United  States 
dollars  for  the  procurement  of  necessary  tooling  and  local  currency  support 
from  counterpart  is  provided  to  defray  the  cost  of  construction  locally  and  the 
installation  of  machinery.  The  equipment  provided  from  this  manufacturing 
facility  will  replace  similar  items  now  being  imported  and  will  save  foreign 
exchange. 

23-411  (N)  Bagasse  shaving  board — TSC  : A shaving  board  plant  having  a ca- 
pacity of  55  metric  tons  daily  of  bagasse  board,  utilizing  bagasse  as  a raw 
material,  is  being  established  under  the  direction  of  the  Taiwan  Sugar  Corp. 
United  States  dollar  financing  is  being  provided  under  this  project  for  the 
procurement  of  necessary  equipment  from  the  United  States.  With  a chronic 
shortage  of  wood  for  construction  in  Taiwan,  utilization  of  waste  products 
is  economically  beneficial  to  the  country. 

23^13  (N)  Pentachloralphenol  manufacture:  Under  this  project  local  cur- 
rency funding  a Japan  barter  account  procurement  of  equipment  will  be  financed 
through  a 402  account  loan  which  will  provide  equipment  for  the  establishment 
of  a pentachloralphenol  plant  in  the  An  Shun  Works  of  the  Taiwan  Alkali 
Corp.  with  a capacity  of  about  one  metric  ton  per  day  of  pentachloralphenol, 
an  excellent  wood  preservative.  Excess  chlorine  derived  from  processes  at  the 
Taiwan  Alkaline  Corp.  will  be  utilized  in  the  manufacture  of  the  penta- 
chloralphenol thus  reducing  the  waste  of  a valuable  byproduct  and  at  the 
same  time  reducing  the  costs  now  incurred  in  neutralizing  the  chlorine  prior 
to  disposal. 

23-414  (N)  Dynamite  manufacture:  Under  this  project  will  be  financed  the 
United  States  dollar  costs  of  the  equipnlent  to  be  procured  on  a worldwide 
basis,  and  through  a 402  account  loan,  the  local  currency  costs  of  establishing 
a plant  for  the  manufacture  of  1,000  metric  tons  annually  of  industrial  dynamite. 
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The  contemplated  plant  will  be  established  in  conjunction  with  the  double  base 
powder  plant  and  the  single  base  powder  plant  both  presently  managed  by  the 
26th  Arsenal  CSF  through  utilizing  nitroglycerin  available  through  the  double 
base  powder  plant.  Under  the  proposed  project  all  3 plants  will  be  operated 
under  the  management  of  a single  nonmilitary  corporation  with  the  2 powder 
plants  being  made  available  on  a lease  basis. 

23-305  (N)  Acetic  acid  plant:  Under  this  project  United  States  dollar 
financing  is  provided  for  the  procurement  of  equipment  needed  in  the  estab- 
lishment of  an  acetic  acid  plant  having  a capacity  of  5 metric  tons  of  glaeial 
acetic  acid,  utilizing  as  a raw  material,  calcium  carbide.  The  Taiwan  Fertilizer 
Corp.,  the  project  sponsor,  proposes  to  utilize  the  facilities  of  their  Factory 
No.  5 (calcium  cyanimide)  which  is  to  suspend  production  at  the  time  Plant 
No.  6 (urea)  goes"  into  production.  In  this  way  some  of  the  productive  facilities 
at  the  No.  5 plant,  which  produces  carbide  as  an  initial  step  in  the  manufacture 
of  cyanimide,  may  be  utilized  in  the  production  of  an  important  industrial  raw 
material. 

23^16  (N)  Hydrodesulphurization  and  polymerization — CPC:  Local  cur- 
rency financing  from  a 402  account  loan  wTill  be  provided  to  support  local  con- 
struction and  installation  costs  on  a unifining  unit,  a polymerization  unit  and 
a sulphur  recovery  unit,  procurement  of  which  is  being  financed  through  a 
United  States  dollar  loan  to  the  Chinese  Petroleum  Corp.,  the  Chinese  project 
sponsor,  from  the  Gulf  Oil  Corp.  The  equipment  will  be  instrumental  in  im- 
proving the  quality  of  the  refinery  products.  There  will  be  in  addition,  financing 
provided  for  the  training  of  a Chinese  petroleum  refining  engineer  in  the  United 
States  on  the  techniques  and  practices  utilized  in  petroleum  refining ; both 
United  States  dollar  and  local  currency  from  counterpart  are  being  furnished. 

23-417  (N)  Rubber  tire  manufacturing:  Initial  United  States  dollar  financing 
is  provided  for  the  procurement  of  equipment  for  the  establishment  of  a rubber 
tire  manufacturing  plant  with  a capacity  of  30,000  automobile,  truck,  and  bus 
tires  annually.  The  sponsor,  the  China  Rubber  Tire  Co.,  financed  by  the  over- 
seas Chinese,  is  negotiating  an  agreement  with  the  Lee  Tire  Corp.  of  the  United 
States  to  provide  for  technical  advice  in  connection  with  formulae,  processes, 
tire  design,  tire  Construction,  specifications,  and  quality  control.  Additional 
financing  will  be  required  in  fiscal  year  1958. 

23^118  (N)  Aluminum  plant  modernization:  To  improve  efficiency  and  re- 
duce costs  for  the  Kaohsiung  plant  of  the  Taiwan  Aluminum  Co.,  procurement  of 
equipment  to  the  value  of  US$525,000  is  provided  for  (a)  reconstruction  of 
potline  with  enlarged  anode  and  vertical  studs,  (6)  purchase  of  two  addi- 
tional units  of  d.  c.  rectifiers  of  6,000  amperes  each,  (c)  installation  of  new 
cryolite  plant  equipment  to  recover  fluorine  gas,  and  ( d ) recovery  of  byproducts 
from  the  red  mud  (caustic  soda,  aluminum  and  iron).  A section  402  loan  of 
NT$7,000,000  is  required  to  cover  part  of  local  currency  costs  for  local  procure- 
ment and  installation.  TAlCo  is  providing  NT$ 7, 000. 000  to  complete  this  project. 

23-399  (N)  Lithograph  printing  and  platemaking:  This  project  provides 
for  the  establishment  of  a modern  printing  plant  in  Taiwan  to  supply  photo- 
engraving and  photolithographic  plates  to  the  printing  trade,  and  to 
provide  high-grade  printing  facilities,  such  as  multicolor  reproduction  for 
Taiwan,  including  the  printing  of  high-quality  labels  for  export  industries. 
US$600,000  is  provided  to  procure  color  offset  presses,  vertical  platen  presses 
and  cylinder  lead  presses ; a section  402  loan  of  NT$8,000,000  will  provide  for 
buildings,  installation,  etc.  Training  in  the  Philippines  is  provided  for  two 
Type  AX  participants  on  a grant  basis. 

The  Government  will  sponsor  this  project,  but  the  plant  will  be  turned  over 
to  private  finance  and  operation  after  completion  and  after  an  adequate  training 
program  has  been  carried  out. 

23^119  (N)  Shop  improvement — TMMC  : The  Taiwan  Machinery  Manufactur- 
ing Corp.  produces  the  major  portion  of  heavy  machinery  manufactured  on  the 
island.  United  States  dollar  financing  is  required  to  procure  modern  machine 
tools  and  equipment  for  plant  improvement  and  expansion.  New  production  to 
the  value  of  NT$10, 000,000  per  year  is  estimated  to  accrue  from  this  expansion. 
TMMC  will  provide  NT$2, 500,000  to  complete  this  project. 

One  training  participant  from  TMMC  will  be  sent  to  the  United  States  for  1 
year  to  study  refrigeration  equipment  manufacture. 

23-420  (N)  Tang  Eng  Iron  Works  substation:  Aid  financing  of  US$250,000 
is  requested  to  procure  equipment  for  this  privately  owned  works,  providing  2 
new  substations  to  meet  the'  additional  load  requirements  directly  from  the 
66-kilowatt  line  in  Koahsiung.  Local  currency  costs  for  duties,  installation,  of 
NT$3,000,000  are  provided  by  Tang  Eng  to  complete  this  project. 
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23 — 421  (N)  Chianan  Jute  Mill  rehabilitation,:  This  20-year-old  Government- 
owned  mill  was  transferred  to  private  ownership  in  1955.  In  order  to  improve 
the  quality  of  products  and  to  reduce  production  costs,  US$105,000  is  requested 
to  procure  replacements  for  worn-out ‘machinery. 

23 — 422  ( N ) Fengyuan  Jute  Mill  rehabilitation  : This  20-year-old  Government- 
owned  mill  was  transferred  to  private  ownership  in  1955.  In  order  to  improve 
the  quality  of  products  and  to  reduce  production  costs,  US$140,000  is  requested' 
to  procure  replacements  for  worn-out  machinery. 

23-065  ( C ) Taiwan  Aluminum  Co.  expansion  : In  fiscal  year  1955,  a 2,500-ton 
extrusion  press  was  procured  for  the  Taiwan  Aluminum  Co.  Due  to  delays  in 
procurement  and  delivery,  local  currency  funds  are  not  required  until  fiscal  year 
1957  for  installation  of  this  equipment.  A section  402  loan  of  NT$2,300,000  is 
is  provided  to  cover  installation  and  local  procurement ; NT$1,000,000  is  provided 
for  Japan  barter  account  credits  to  procure  subsidiary  equipment  from  Japan. 
TAlCo  is  providing  NT$3,000,000  as  their  share  of  total  cost  in  fiscal  year  1957. 

24r-077  (C)  Small  industry  fund:  This  is  a continuation  of  a major  project 
begun  in  fiscal  year  1954  and  designed  to  make  available  industrial  development 
loans  or  relativly  favorable  terms  to  a great  number  and  wide  variety  of  small’ 
privately  owned  industries.  Delayed  payments  for  United  States  dollar  aid' 
equipment  and  machinery  and  local  currency  loans  for  plant  expansion  are  ex- 
tended through  three  privately  owned  and  managed  commercial  banks  with 
branches  situated  in  all  major  cities  of  Taiwan.  The  banks  provide  20  percent  of 
the  funds  required  for  each  approved  loan. 

This  highly  successful  program  will  be  continued  through  fiscal  year  1957,  and 
continuation  is  expected  next  year.  End-use  check  of  about  130  recipients  by  the 
mission  to  date  reveals  that  practically  all  of  the  loan  funds  are  being  used  to 
further  worthwhile  projects  designed  to  increase  production,  decrease  costs,  or 
improve  quality. 

25-282  (C)  Water  resources  survey  : This  continuation  project  provides  in  fis- 
cal year  1957  US$300,000  and  counterpart  NT$2,940,000  as  a grant  to  support  a 
United  States  water  resources  survey  team  and  the  Chinese  Water  Resources  Plan- 
ning Commission.  Completion  of  this  project  in  fiscal  year  1958  will  require  an 
estimated  US$300,000  and  NT$3,000,000.  The  Chinese  Government  is  providing 
NT$1,700,000  in  fiscal  year  1957  toward  the  survey.  Contract  for  the  United 
States  team  has  not  yet  been  finalized. 

25- 298  (C)  . Steel  industry  survey:  Financing  for  this  continuation  project,, 
started  in  fiscal  year  1956,  will  be  completed  this  year.  US$20,000  is  provided  as 
a contingency  fund  for  services  of  a group  of  six  consultant  engineers,  financed 
in  fiscal  year  1956.  The  survey?Leam  Will -work  with  the  Industrial  Development 
Commission  on  (a)  general  overall  planning,  (b)  blast  furnace  installation,. 
( c ) byproduct  coke  oven,  ( d ) steelmaking  processes,  and  (e)  rolling  mill  instal- 
lation. Contract  for  the  United  States  team  will  be  finalized  shortly,  and  work 
begun  immediately  thereafter. 

26^23  (N)  Taiwan  Trade  Fair:  Purposes  of  this  project  are  to  give  wide 
publicity  to  the  economic  achievements  realized  under  the  4-year  plan,  to  en- 
courage improvement  of  quality  of  products,  to  promote  trade  and  investment, 
and  to  coordinate  with  other  Government  activities  in  the  economic  defenses 
against  the  Chinese  Communists.  It  is  anticipated  to  be  held  from  March  1 to 
April  30, 1957,  opposite  the  Taipei  Stadium,  and  will  have  an  estimated  floor  space 
of  8,700  square  meters,  with  an  additional  4,000  square  meters  to  be  reserved  for 
foreign  exhibits.  Financing  will  be  from  the  counterpart  fund,  with  balance  of 
requirements  met  from  Government  funds,  and  from  exhibitors. 

26- 424  (N)  Bangkok  Trade  Fair:  The  Chinese  Government,  through  en- 
couragement of  the  mission,  has  accepted  an  invitation  to  participate  in  the 
International  Trade  Fair  to  be  held  in  Bangkok  from  December  7 to  22,  1956. 

’ Local  products,  models,  photos,  charts,  and  other  articles,  totaling  approximately 
1,300  tons  in  weight  are  being  collected.  About  4,000  square  meters  of  space 
has  been  allocated  without  charge  to  .Taiwan  for  display  of  its  exhibits.  The 
mission  will  support  this  with  counterpart  funds  of  NT$3  million. 

27- 311  (C)  China  Productivity  Center:  Fiscal  year  1957  continues  support 
to  the  China  Productivity  Center  established  in  fiscal  year  1956.  The  services  of 
six  American  technicians  for  the  entire  year  are  provided  in  the  fields  of  in- 
dustrial training,  small  industry,  industrial  management,  industrial  engineering, 
and  technical  exchange,  under  the  leadership  of  a Chief,  Industrial  Productivity 
Division.  A training  program  for  Chinese  participants  includes  6-month  training 
in  the  United  States  for  a team  of  4 participants  in  industrial  management  and 
a 5-man  industrial  engineering  team. 
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27- 312  (N)  Industrial  Research  Institute:  Grant  aid  of  US$100,000  is  pro- 
vided for  procurement  of  laboratory  instruments  and  apparatus  for  the  Union 
Industrial  Research  Institute.  One  training  participant  will  be  sent  to  the 
United  States  for  1 year  to  study  research  laboratory  equipment  and  operations. 
No  continuation  is  planned  for  fiscal  year  1958. 

28- 252  (C)  Handicraft  training  (RETSER)  : This  continuation  project  pro- 
vides as  a counterpart  fund  grant  local  currency  for  finalizing  the  establishment 
and  equipping  of  a handicraft  and  small  industry  center  to  provide  training, 
initial  operating  expenses,  housing,  production  and  warehousing  facilities  for 
2,090  combat  ineffectives  to  be  discharged  from  the  Chinese  Armed  Forces. 
ICA  mission  and  George  Fry  contract  team  small  industry  experts  are  advising 
on  the  development  of  this  center  to  insure  that  its  products  find  a ready  market. 
Planning  is  nearly  completed  and  building  cofistruction  will  commence  in 
October  1956.  Permanent  productive  employment  is  envisioned  for  2,090  combat 
ineffectives.  A small  amount  of  aid  dollar  grant  funds  are  provided  for  the 
import  of  trucks  for  the  center. 

28-313  (C)  Handicraft  promotion  center:  This  project  continues  aid  to  the 
center,  established  in  fiscal  year  1956,  to  coordinate  and  promote  greatly  ex- 
panded activities  in  this  field.  A technical  cooperation  contract  with  Russel 
Wright  Associates  of  New  York  for  a year  in  the  amount  of  US$125,500  has 
been  arranged  to  provide  guidance  and  back  stopping  for  all  the  varied  activities 
in  Taiwan ; design  and  marketing  services  are  included. 

A training  program  provides  for  sending  2 Chinese  participants  to  the  United 
States  and  4 to  Japan  and  the  Philippines  to  study  various  aspects  of  handicraft 
design,  production,  and  marketing.  Local  currency  grant  from  counterpart  is 
provided  for  support  of  activities  of  the  local  handicraft  promotion  center,  and 
for  procurement  of  the  limited  amount  of  handicraft  production  tools. 

28- 322  (C)  Handicraft  training  (Tachen)  : This  continuation  projects 

budgets  counterpart  funds  expected  to  be  used  for  the  maintenance  and  expan- 
sion of  handicraft  projects  implemented  for  814  Tachen  evacuee  families  in 
fiscal  year  1956.  Funds  are  being  set  aside  at  the  time  for  these  814  families 
and  will  be  disbursed  as  grants  or  loans  against  programs  developed  by  ICA 
small  industry  experts.  These  programs  must  insure  resettlement  of  the  Tachen 
families  in  self-supporting  employment.  The  determination  has  yet  to  be  made 
whether  handicraft  work  can  provide  such  self-supporting  employment,  thus 
some  of  these  funds  may  be  used  for  resettling  these  people  in  industrial 
employment. 

29- 080  (C)  Industrial  Program  Administration:  The  cost  of  the  services  of 
eight  consultants  and  technicians  who  are  to  assist  the  Chinese  Government  in 
the  administration  of  the  industrial  development  projects  financed  through  the 
United  States  assistance  program,  is  financed  through  a grant  of  United  States 
dollars.  Services  include  industrial  program  planning  and  administration,  in- 
dustrial economic  analysis,  industrial  training  program  planning  and  super- 
vision, industrial  project  status  reporting. 

29-257  (N)  General  Construction  Corps  (RETSER)  : This  is  a new  project 
which  provides  as  a counterpart  fund  grant  local  currency  for  financing  the 
training,  equipping,  and  housing  of  several  thousand  combat  ineffectives  retired 
from  the  Chinese  Armed  Forces,  wTio  have  joined  together  to  form  a construction 
working  corps.  This  construction  corps  has  been  working  on  various  water 
conservancy  projects  throughout  Taiwan  and  is  now  employed  on  the  East-West 
Highway.  This  project  will  enable  the  construction  corps  to  be  permanently 
resettled  in  self-supporting  productive  employment  in  Taiwan.  United  States 
dollar  aid  financing  is  tentatively  budgeted  for  importing  construction  machinery 
for  use  of  the  construction  corps. 

29-276  ( C)  Industrial  consultation  : Funds  are  provided,  as  a grant,  to  defray 
the  cost  of  services  of  a pharmaceutical  adviser,  for  6 months  in  fiscal  year  1957. 
Due  to  the  very  high  requirements  of  foreign  exchange  annually  for  imported 
drugs,  the  Chinese  Government  is  interested  in  the  possibility  of  setting  up 
pharmaceutical  subdividing  and  packaging  plants  in  Taiwan.  A survey  by  this 
adviser  should  help  determine  whether  this  is  feasible. 

29-432  (N)  Employment  placement  (RESTER)  : This  is  a new  fiscal  year 
1957  RETSER  project  which  provides  as  a counterpart  fund  grant  local  cur- 
rency for  establishing  an  employment  placement  center  with  the  function  of 
finding  permanent  employment  in  Taiwan  commerce,  industry  and  public  serv- 
ices for  combat  ineffectives  being  discharged  from  the  Chinese  Armed  Forces. 
It  is  realized  that  such  employment  opportunities  may  exist  in  the  expanding 
economy  of  this  island  and  this  project  establishes  the  operating  agency  ta 
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bring  employers  and  retired  servicemen,  potential  employees  together,  there  being 
no  other  such  agency  providing  similar  services  in  Taiwan. 

29-433  Job  training  (RETSER)  : This  is  a new  fiscal  year  1957  RETSER 
project  which  provides  as  a counterpart  fund  grant  local  currency  for  financing 
basic  job  training,  either  on  or  off  the  job,  required  by  combat  ineffectives  being 
discharged  from  the  Chinese  Armed  Forces  to  qualify  them  for  permanent, 
self-supporting  employment  within  Taiwan’s  civilian  economy.  Specific  training 
may  be  given  in  order  to  meet  the  known  needs  of  specific  industries.  This 
project  will  train  and  provide  the  training  opportunities  needed  to  help  re- 
tired servicemen  return  to  productive  civilian  life. 

TRANSPORTATION 

31-251  (C)  East-West  Highway  survey  (RETSER)  : This  continuation 
project  provides  as  a counterpart  fund  grant  a small  amount  of  local  currency 
to  complete  the  East-West  Highway  survey  commenced  in  fiscal  year  1956,  con- 
struction of  which  will  link  the  east  and  west  coasts  of  Taiwan  facilitating  the 
opening  of  vast  areas  of  new  land  for  the  productive  resettlement  of  combat 
ineffectives  to  be  discharged  from  the  Chinese  Army  under  the  RETSER’s  pro- 
gram. This  survey  is  now  nearly  complete  and  actual  construction  on  the  high- 
way has  commenced.  Based  on  this  survey,  it  is  expected  that  resettlement 
projects  in  the  newly  investgated  areas  will  soon  be  developed. 

31-314  (C)  Municipal  road  improvement:  A counterpart  grant  is  provided  to 
complete  this  project,  begun  last  year,  for  the  construction  of  new  connecting 
roads  and  bridges,  and  paving  of  presently  unpaved  important  roads  in  several 
major  suburban  areas  near  Taipei,  as  well  as  suburban  roads,  to  provide  better 
access  to  suburban  industrial  areas,  expedite  military  movements  and  population 
dispersal  and  alleviate  serious  traffic  congestion.  Municipal  governments  are 
providing  NT$10,000,000  to  complete  the  total  cost. 

One  TA  participant  will  be  sent  to  America  for  1 year’s  study  of  road  paving 
techniques,  sponsored  by  the  Taipei  municipal  government,  US$5,000  and  counter- 
part NT$41,000  are  provided  as  a grant. 

31-315  (C)  East-West  Highway  construction  (RETSER)  : This  continuation 
project  providing  United  States  dollars  and  counterpart  for  continuing  and  ex- 
panding construction  of  a major  highway  connecting  the  east  and  west  coasts 
of  Taiwan  commenced  under  an  fiscal  year  1956  RETSER  project.  This  high- 
way traverses  Taiwan’s  high  Central  Mountain  Range  and  opens  up  vast  areas 
of  the  island  for  exploitation  as  resettlement  activities  for  combat  ineffectives  in 
the  fields  of  forestry,  farming,  livestock  raising,  mining,  etc.  The  project  also 
gives  labor  employment  for  thousands  of  combat  ineffectives.  Imported  con- 
struction machinery  and  materials  for  the  highway  which  cannot  be  obtained 
locally  or  in  Japan  are  provided. 

As  this  project  is  a vital  and  major  development  project  for  all  of  Taiwan’s 
economy,  it  is  possible  that  some  of  the  RETSER  funds  now  tentatively  pro- 
gramed may  be  substituted  by  general  industrial  development  funds  in  future 
fiscal  year’s. 

31-425  (N)  East-West  Highway  development  (RETSER)  : This  new  project 
provides  as  a counterpart  fund  grant  local  currency  for  financing  resettlement 
projects  for  combat  ineffectives  to  be  developed  in  the  areas  to  be  opened  by 
the  new  East-West  Highway.  These  projects,  which  will  be  in  the  fields  of  farm- 
ing, forestry,  livestock  raising,  or  mining,  are  expected  to  provide  permanent, 
self-supporting,  employment  and  living  opportunities  for  several  thousands  of 
combat  ineffectives  waiting  to  be  retired  from  the  Chinese  armed  forces. 

31-426  (N)  Hualien-Taitung  Highway:  A counterpart  grant  is  provided  to 
complete  the  Hualien-Taitung  Highway,  built  by  the  Japanese,  except  for  bridges. 
Five  major  railway  bridges  will  be  utilized  to  serve  highway  traffic.  Completion 
of  this  link  will  provide  complete  round-the-island  highway  facilities,  and  pro- 
mote development  of  industrial  and  agricultural  activities  on  the  east  coast 
and  facilitate  military  transportation. 

33-427  (N)  Expansion  of  railroad  facilities:  The  Taiwan  Railway  Admin- 
istration has  embarked  upon  a 4-year  (1957-60)  development  plan  to  meet  in- 
creasing requirements  of  a growing  economy  and  population,  and  to  replace  worn- 
out  equipment.  This  project  combines  the  following  three  projects  : 

fa)  Procurement  of  5 steam  locomotives,  1 wrecking  crane,  and  materials 
for  construction  of  6.000  tons  of  freight  cars.  The  4-year  plan  aims  at  adding 
25  steam  freight  locomotives,  6 switching  locomotives,  25.000  tons  of  freight 
cars,  and  146  passenger  cars. 
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(b)  Railway  shop  expansion  will  provide  for  procurement  of  machinery 
and  equipment  and  extension  of  shop  buildings  for  expansion  of  TRA’s 
Taipei  and  Kaohsiung  work  shops  for  local  construction  of  railway  freight 
and  passenger  cars.  No  continuation  is  foreseen  for  fiscal  year  1958. 

(c)  Railway  double  track  will  be  built  over  three  sections,  totaling  21 
kilometers  which  now  represent  bottlenecks  in  the  north-south  trunk  line 
transportation.  In  fiscal  year  1958  remaining  sections,  totaling  16  kilometers 
will  be  double-tracked. 

The  fiscal  year  1957  aid  program  also  provides  for  training  of  four  participants 
in  the  United  States,  who  will  study  passenger  and  freight  car  construction  and 
maintenance. 

3T-106  (C)  Keelung  Harbor  improvement:  To  continue  improvement  of 
Keelung  Harbor’s  facilities,  US$61,400  is  required  for  (1)  expansion  of  the  grain 
elevator  from  10,000  to  15,000  ton  capacity  and  (2)  construction  of  three  new 
small  tugs.  A section  402  loan  of  NT$4, 700,000  is  requested  for  construction  of 
a grain  silo  and  tug  hulls.  The  Harbor  Bureau  is  providing  NT$270,000  to  cover 
duties  on  imported  equipment. 

34-430  (N)  Kaohsiung  industrial  harbor  construction:  The  project  is  a 4- 
year  development  plan  to  (1)  dredge  the  present  channels  to  accommodate  ocean- 
going vessels,  (2)  reclaim  100  hectares  of  lagoon  by  using  the  dredged  mud,  and 
(3)  construct  revetments,  docks,  railway  and  highway  connections  to  the  re- 
claimed areas.  After  completion,  the  Kaohsiung  Harbor  will  provide  a large 
area  of  land  for  industrial  plant  sites,  in  addition  to  greatly  increasing  the  capac- 
ity of  the  inner  harbor. 

36-108  (C)  Shipping  management:  The  services  of  Mr.  Alan  Laidlaw,  as 
shipping  management  consultant,  are  continued  in  fiscal  year  1957.  Also  this 
project  will  provide  for  training  in  the  United  States  for  6 months  one  participant 
from  the  Ministry  of  Communications  to  study  maritime  administration. 

36- 415  (N)  Coastal  ships  construction  : Aid  loan  of  US$775,000  is  requested 
for  construction  of  one  2,500  dead-weight  tons  general  cargo  ship  for  banana 
export  to  Japan,  one  350-gross-ton  ferry  boat  to  run  between  Kaohsiung  and 
Makung,  and  two  50-gross-ton  ferries  to  operate  Taitung/Orc-hid  Island/Green 
Island. 

37 —  109(C)  CAA  improvement:  This  project  continues  the  improvement  of 
navigational  aids,  landing  and  communication  facilities  of  Taipei  International 
Airport  and  Tainan  and  Hengchun  NDR  and  YOK  stations,  as  well  as  mainte- 
nance and  overhaul  facilities.  USS367,000  will  be  used  to  procure  power  plants, 
transmitting  and  receiving  equipment,  maintenance  vehicles,  antennas,  and 
electric  apparatus.  From  section  402  will  be  provided  NT$4,335,000  for  in- 
stallation and  construction  costs. 

US$76,000,  and  NT$1, 200.000  from  counterpart,  are  provided,  as  a grant,  for 
continued  support  of  the  civil  aviation  group,  a five-man  team  from  USCAA. 

The  training  program  will  be  continued,  with  the  sending  of  three  local  per- 
sonnel of  the  Chinese  CAA  to  the  United  States,  for  a period  of  8 months  each, 
to  study  radio  teletype,  radar,  and  airway  system  planning.  US$10,000  and 
counterpart  NT$123.000  are  provided,  as  a grant. 

39-352  (C)  Transportation:  This  project  was  submitted  in  fiscal  year  1956. 
but  was  deferred  to  fiscal  year  1957  due  to  delay  in  recruitment.  Funds  are  re- 
quested to  provide  the  technical  services  of  transportation  specialist  to  assist 
the  Chinese  Government  in  the  preparation  and  implementation  of  a balanced 
program  for  transportation  development. 

39-431  (N)  Shipyard  expansion:  United  States  dollar  and  402  fund  account 
aid  is  programed  for  procurement  of  one  35-ton  crane  for  the  building  berth  of 
Taiwan  Shipbuilding  Corp.,  as  well  as  additional  arc  welding  machines,  acetylene 
generating  and  piping  system,  and  electric  apparatus.  The  underwater  section 
of  No.  2 building  berth  will  be  extended  to  permit  simultaneous  construction 
of  fishing  boats  and  coastal  vessels,  leaving  drydock  No.  1 available  full  time 
for  ocean  ships  repair.  TShC  will  provide  NT$2,000,000  for  customs  duties, 
installation  costs,  etc. 

HEALTH  AND  SANITATION 

52-127  (C)  Kaohsiung  water  works  rehabilitation:  To  provide  additional 
potable  water  to  the  Kaohsiung  area  and  serve  as  a demonstration  to  stimulate 
other  communities  to  improve  their  water  supplies. 

54-134  (C)  NDMC:  This  continuing  project  is  to  expand  the  National 
Defense  Medical  Center  primarily  for  medical  and  para-medical  education  of 
overseas  Chinese  students  as  well  as  improvement  of  the  quality  of  medical 
and  associated  personnel  of  the  country. 
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55-248  (C)  Hospitalization  I — Lepers  (RETSER)  : This  continuation  project 
provides  as  a counterpart  fund  grant  local  currency  for  finalizing  the  constructing 
and  equipping  and  operating  expenses  of  hospital  facilities  for  100  transmissible 
lepers  and  200  neuropsychiatric  retired  servicemen  patients  discharged  as 
combat  ineffectives  from  the  Chinese  Armed  Forces,  plus  resettlement  facilities 
on  a leper  farm  now  being  established  for  200  intransmissible  lepers  also  dis- 
charged as  combat  ineffectives.  Hospital  facilities  provided  represent  expan- 
sion of  existing  civilian  leper  and  NP  hospitals.  Construction  work  is  expected 
to  commence  on  the  hospital  facilities  during  October  1956  and  on  the  leper 
farm  in  November  1956.  The  project  also  provided  a nominal  grant  of  United 
States  aid  dollars  for  importing  drugs  which  cannot  be  locally  procured  or 
financed  with  barter  credit. 

55-328  (C)  Hospitalization  interim  (RETSER)  : This  continuing  project 
provides  as  a counterpart  fund  grant  local  currency  for  financing  the  interim 
medical  care  and  living  expenses  for  19,837  disabled  and  sick  combat  ineffectives 
discharged  from  the  Chinese  Armed  Forces  in  June  1955.  This  is  interim  care 
and  maintenance  pending  completion  of  the  permanent  hospital  and  domiciliary 
facilities  for  these  men  provided  in  other  RETSER  aid  projects  commenced  in 
fiscal  year  1956  and  continuing  this  year.  This  project  will  be  terminated  when 
permanent  hospitalization  and  domiciliary  facilities  are  completed. 

55-359  (C)  Hospitalization  II — General  (RETSER)  : This  project  provides 
as  a counterpart  fund  grant  local  currency  for  continuing  the  construction  of  a 
1,000  bed  general  hospital  being  constructed  for  meeting  the  health  requirements 
of  combat-ineffective  veterans  discharged  from  the  Chinese  armed  forces  under 
the  RETSER  program.  This  project  was  implemented  in  fiscal  year  1956  and 
•construction  of  the  hospital  is  about  to  commence  on  a landsite  near  Taipei. 
Engineering  studies  and  building  plans  have  been  completed.  This  project  also 
provides  considerable  United  States  dollar  aid  financing  for  the  import  of  con- 
struction materials  for  building  construction  and  its  support  facilities  such  as 
staff  housing  as  well  as  for  importing  medical  supplies  and  equipment  for  equip- 
ping and  operating  the  hospital. 

55-360  (C)  Hospitalization  III — TB  (RETSER)  : This  is  a continuation 
project  which  provides  as  a counterpart  fund  grant  local  currency  for  financing 
the  constructing,  equipping  and  operating  of  a 1,500-bed  tuberculosis  hospital 
together  with  its  supporting  facilities,  for  combat-ineffective  veterans  discharged 
from  the  Chinese  armed  forces  under  the  RETSER’s  program.  This  project  was 
implemented  in  fiscal  year  1956;  engineering  studies  and  basic  building  plans 
have  been  completed  and  a landsite  obtained.  Construction  is  expected  to  com- 
mence during  November  1956.  The  project  also  provides  United  States  dollar 
aid  for  financing  the  import  of  construction  materials  for  building  the  hospital 
.as  well  as  for  medical  supplies  and  equipment  for  equipping  and  operating  the 
hospital. 

55-361  (C)  Hospitalization  IV — Clinics  (RETSER)  : This  continuation 
project  provides  as  a counterpart  fund  grant  local  currency  for  completing  the 
constructing  and  equipping  as  well  as  operating  of  three  clinics  being  built  to 
provide  adequate  medical  facilities  for  approximately  10,000  combat  ineffectives 
retired  from  the  Chinese  armed  forces  now  living  in  convalescent  camps.  United 
States  dollar  financing  is  also  provided  for  importing  medical  supplies  and  equip- 
ment for  equipping  and  operating  these  three  clinics. 

59-428  ( N ) Tachen  villages  health  facilities : This  new  project  provides  a 
limited  counterpart  fund  grant  of  local  currency  for  establishing  permanent 
health  facilities  in  the  20  most  remote  new  Tachen  villages  occupied  by  some 
2,500  Tachen  families  who  moved  to  Taiwan  at  the  time  of  the  evacuation  of 
their  home  islands  to  the  Communists  in  early  1955.  Under  this  project  basic 
furnishings  and  equipment  is  provided,  in  coordination  with  the  Chinese  Gov- 
ernment’s provision  of  new  personnel,  for  equipping  and  operating  health  rooms 
in  those  Tachen  villages  which  are  at  least  5 miles  away  from  other  health 
facilities.  This  is  a one  time  project  and  will  not  be  continued  in  later  years. 

EDUCATION 

66-228  (C)  Expansion  of  educational  facilities  for  overseas  Chinese:  The 
fiscal  year  1957  program  will  represent  a logical  expansion  and  extension  of 
this  project.  As  before,  the  bulk  of  the  financial  aid  will  be  spent  upon  physical 
facilities  and  improvements  on  the  various  college  and  high  school  campuses, 
hut  with  significant  expenditures  on  technical  services  and  in  aid  to  recruitment 
•of  overseas  Chinese  students. 
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PUBLIC  ADMINISTRATION 

71-017  (C)  General  program  planning:  This  project  is  to  continue  provision 
of  the  services  of  experts  to  the  Chinese  Government  to  help  development  of 
economic  plans  and  programs,  assist  in  administration  of  the  aid  program, 
and  make  program  reviews  and  analyses  in  order  that  funds  provided  under 
the  aid  program  are  effectively  utilized. 

71- 278  (C)  RETSER  program  administration  : This  continuation  project  pro- 
vides United  States  dollar  aid  as  well  as  a local  currency  counterpart  fund  grant 
to  finance  the  George  Fry  & Associates  contract  team  services  and  one 
ICA/MSM/C  RETSER  program  adviser,  for  assisting  the  Chinese  Government 
in  carrying  out  its  retirement  program  for  discharging  combat  ineffectives  from 
the  Chinese  Armed  Forces. 

The  six  American  members  of  George  Fry  & Associates,  augmented  by  their 
Chinese  support  personnel,  advise  the  Chinese  Government  on  all  phases  of  its 
retired  servicemen’s  program  which  aims  at  permanent  resettlement,  as  far  as 
possible  in  productive,  self  supporting,  employment,  of  combat  ineffectives  in 
the  Taiwan’s  civilian  economy. 

72- 140  (C)  CUSA/CTM  administration:  This  project  is  to  continue  provision 
of  the  services  of  the  experts  to  the  Council  for  United  States  Aid,  which  is 
the  liaison  agency  of  the  Chinese  Government  in  Taiwan,  and  is  responsible  for 
effective  coordination  of  activities  among  the  ministries  of  the  Government,  assist 
in  supply  and  procurement  of  aid  gdods,'  and  assist  in  effective  implementation  of 
program  plans  and  objectives. 

79-354  (C)  Classification  centers  (RETSER)  : This  continuation  project  pro- 
vides as  a counterpart  fund  grant  local  currency  for  operating  under  the  super- 
vision of  George  Fry  contract  team  personnel,  classification  centers  established 
under  the  fiscal  year  1956  project  where  combat  ineffective  servicemen,  being 
discharged  from  the  Chinese  armed  forces,  are  screened  in  order  to  provide 
guidance  for  their  successful  integration  into  civilian  life  with  or  without 
RETSER  program  assistance.  As  of  September  15,  1956,  about  46,000  combat 
ineffectives  including  4,500  officers,  have  passed  through  these  classification 
•centers.  Of  the  4 centers  originally  established  2 have  now  been  closed,  as  the 
number  of  men  to  be  processed  has  passed  the  50  percent  mark.  The  work  of 
these  centers  has  proved  of  vital  importance  to  the  RETSER  program. 

COMMUNITY  DEVELOPMENT,  SOCIAL  WELFARE  AND  HOUSING 

81- 429  ( H)  Tachen  community  development : This  is  a new  project  which  pro- 
vides as  a counterpart  fund  grant  local  currency  for  financing  community  develop- 
ment activities  in  the  38  new  ^chen  self-help  villages  built  in  Taiwan  by  some 
-5,100  Tachen  Island  families  who  moved  to  Taiwan  at  the  time  their  home  islands 
were  occupied  by  the  Communists  in  early  1955.  Community  development  type 
activities  within  these  villages  have  been  found  to  be  necessary  in  order  to  raise 
the  spiritual,  educational,  and  economic  level  of  the  Tachen  people  to  that  of  the 
local  Taiwan  people.  This  project  brings  community  services  to  the  Tachen  vil- 
lages and  strives  to  develop  self-government  and  leadership  among  the  Tachen 
people  themselves  while  integrating  them  in  the  local  communities  in  which  they 
have  been  settled.  Emphasis  on  the  community  and  Government  service  activities 
to  be  assisted  by  this  project  encourages  self-help. 

82- 256  (C)  RETSER  Home  I:  This  continuation  project  provides  as  a coun- 
terpart fund  grant  local  currency  for  constructing,  equipping,  and  operating  6 
•domiciliary  type  homes  for  6,000  disabled,  combat  ineffectives  retired  from  the 
•Chinese  Armed  Forces.  Limited  amounts  of  local  currency  are  also  used  for  pur- 
chasing barter  credit  for  importing  construction  materials  and  equipment  for  the 
homes  from  Japan.  Also  provided  as  grants  are  small  amounts  of  local  cur- 
rency and  United  States  dollars  for  financing  the  technical  training  of  partici- 
pants in  modern  home  management  techniques  in  the  United  States.  Construction 
•of  two  of  these  homes  will  be  completed  during  November  1956  and  will  commence 
on  the  four  remaining  homes  under  this  project  during  October.  These  homes 
will  be  permanent  establishments  requiring  for  their  operation  an  administrative 
staff  of  32  persons  and  a general  utility  force  of  60  persons,  all  to  be  drawn 
from  among  retired  servicemen.  Thus  this  project  permits  the  permanent  re- 
settlement of  a total  of  6,552  combat  ineffectives. 

82-355  (C)  RETSER  Home  II:  This  continuation  project  provides  local  cur- 
rency as  a counterpart  fund  grant  for  constructing,  equipping,  and  operating  an 
-additional  four  domiciliary  type  homes  accommodating  4,240  enlisted  men  and 
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128  officers  being  retired  as  disabled  combat  ineffectives  from  tbe  Chinese  Army. 
Construction  of  these  four  permanent  homes  is  expected  to  commence  before 
November  15, 1956. 

83-158  (C)  Public  housing  program:  Project  is  to  build  9,500  low-cost  dwel- 
lings for  low-income  workers  during  fiscal  year  1957  by  making  construction  loans. 
Counterpart  funds  comprise  about  40  percent  capital  required.  Balance  is  pro- 
vided by  either  the  Republic  of  China  or  private  Chinese  sources.  The  Republic 
of  China  donates  land  for  many  projects  but  otherwise  no  subsidy  is  involved. 
Repayment  with  interest  of  entire  loan  is  required.  Special  preference  is  given 
to  loans  involving  self-help. 

89-331  (C)  Small  business  development— Tachen : This  continuation  project 
provides  counterpart  fund  grants  and  loans  of  local  currency  to  small  business- 
men and  tradesmen  who  moved  to  Taiwan,  from  the  Tachen  Islands  prior  to 
their  fall  to  the  Communists  in  1955.  These  grants  and  loans  are  being  made  to 
augment  loans  made  with  funds  provided  in  the  fiscal  year  1956  project  to  ap- 
proximately 1,000  Tachen  families  engaged  in  every  type  of  small  community 
business.  Some  of  these  families  have  also  joined  together  to  form  small 
businesses  such  as  fishboat  building,  soybean  sauce  making,  building  construction, 
etc.  These  small  businesses  ar^  being  assisted  with  funds  which  provide  capital 
equipment.  This  project  terminates  emergency  aid  assistance  to  Tachen  small 
businesses. 

GENERAL  AND  MISCELLANEOUS 

92-325  (C)  Motion  picture  production  facilities : The  purpose  of  this  project 
is  to  continue  assistance  to  the  Chinese  Government  in  developing  its  program 
for  improvements  in  motion  picture  production  facilities  for  filming  documentary 
subjects,  including  fields  of  agriculture,  industry,  and  related  areas.  This  project 
is  to  provide  for  the  services  of  three  technicians  from  the  United  States  of 
America,  whose  services  were  partially  financial  from  fiscal  year  1956  funds 
and  for  the  training  of  two  participants  for  a period  of  8 months  each  in  the 
United  States  of  America,  in  this  field  of  work.  There  is  an  obvious  lack  of  pro- 
duction techniques  for  filming  subjects  which  can  be  used  to  disseminate  effec- 
tively and  widely  the  latest  information  and  methods  for  farming,  forestry, 
mining,  and  related  fields.  This  training  is,  to  help  supply  the  necessary  tech- 
niques. The  project  also  provides  for  a limited  amount  of  local  and  United  States 
procurement  of  supplies  and  equipment. 

92-397  (N)  Overseas  Chinese  information : This  project  is  to  meet  the  critical 
need  for  greater  and  improved  informational  services  in  southeast  Asia  and 
among  overseas  Chinese  elsewhere  b^ : (1)  Invitational  travel  for  overseas 

Chinese  leaders  and  journalists,  and  other  groups  from  southeast  Asia,  including 
active  seeking-out  of  international  conference  to  be  held  in  Taiwan.  (2)  In- 
creased travel  of  Chinese  press,  civic,  technical  and  cultural  leaders  to  and  in 
the  countries  of  southeast  Asia,  (3)  Assistance  in  providing  United  States  dollar 
equipment  and  reading  room  materials  for  Chinese  Government  Information 
Service  offices  throughout  southeast  Asia. 

92-398  (N)  Overseas  broadcast  facilities:  The  purpose  of  this  project  is  to 
assist  the  Broadcasting  Corporation  of  China  in  stepping  up  and  improving  broad- 
casts to  overseas  Chinese  in  southeast  Asia  through  procurement  of  shortwave 
transmitting  equipment,  and  supplying  necessary  funds  for  cost  of  construction 
and  installation. 

99-258  (C)  Shihmen  Dam:  This  is  a multipurpose  project  for  irrigation, 

hydropower,  flood  control,  and  domestic  water  supply.  $4,470,000  to  continue 
procurement  is  included  in  the  fiscal  year  1957  program  as  well  as  $500,000  for 
contact  services  and  $12,000  for  three  training  participants.  A total  of  $12,400,000 
is  required  for  the  project,  local  currency  costs  are  provided  by  the  Chinese 
Government. 

99-371  (C)  Government  budget  support:  This  continuing  project  is  to  pro- 
vide the  Government  of  the  Republic  of  China  general  budget  support  in  fiscal 
year  1957,  the  amount  provided  is  not  to  be  applied  to  a specific  project  or  items 
in  the  Chinese  Government  budget,  but  rather  to  the  general  support  of  the 
Government. 
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Shihmen  Dam  ^jioject 


US$ 

NT$ 

Cost  with  1 power  unit ... 

14,  937,  000 

616, 398, 000 

. Equivalent  to  NT$986,536,000  or  US$39,810,000. 


US$ 

NTS 

Host  if  second  nower  unit  is  added 

16,  723, 000 

719, 810, 000 

Equivalent  to  NT$1, 134, 195,000  or  US$45,770,000. 


Annual  fund  requirement  ( approximate ): 


US$ 

NTS  1 

Fiscal  year:  - :-: 

1956 - - - __ 

4.000. 000 
4,  900,000 
3.  600,  000 

2. 000,  000 
437,000 

73, 000, 000 

105. 000.  000 

150. 000.  000 
140,  000, 000 

110. 000. 000 
38, 398, 000 

1957 - 

1958 _. 

: 1959 ALJ—  — 

■ 1960 - _ 

1961 - 

Total 

14, 937, 000 

616, 398, 000 

1 To  be  paid  by  the  Chinese  Government  from  their  own  revenues. 


Of  the  above  cost  NT$585,356,000  is  allocated  as  an  irrigation  cost.  Of  this 
amount,  it  is  planned  that  the  beneficiaries  from  irrigation  water  will  repay  to 
the  Chinese  Government  NT$30,320,000  annually  during  an  amortization  period 
estimated  at  23  years,  and  operation  and  maintenance  costs  thereafter.  The 
annual  i epayment  of  NT$30,320,000  by  the  water  users  is  calculated  on  the  basis 
of  their  ability  to  repay  and  represents  the  repayment  of  principal  plus  1.5  percent 
interest  during  the  23-year  period. 


Exhibit  E 

Technical  Cooperation 

From:  ICA  Taipei. 

Serial  No. : TOICA  A-150. 

AGRICULTURAL  AND  NATURAL  RESOURCES 

11-333  (C)  Research,  agricultural  education  and  extension  (JCRR):  As- 
sistance in  strengthening  the  work  of  the  agencies  engaged  in  agricultural  re- 
search, education  and  extension.  Special  emphasis  during  the  year  will  be 
devoted  to  initiating  a coordinated  system  of  agricultural  extension. 

11- 381  (N)  NTU/UC  contract:  A team  of  9 technicians  is  to  be  provided  to 
advise  the  College  of  Agriculture  of  the  National  Taiwan  University  in  making 
revisions  of  its  curricula,  strengthening  its  physical  facilities  and  teaching  aids, 
etc.,  in  their  respective  fields  of  specialty. 

12- 234  (C)  Land  and  water  resources  (JCRR)  : To  assist  the  provincial 
Water  Conservancy  Bureau  and  associations  of  water  users  in  improving  the  irri- 
gation of  agricultural  lands.  Assistance  will  also  be  given  to  improvements  in 
drainage  and  flood  control  in  those  localities  where  these  problems  exist. 

13- 335  (C)  Crop  and  livestock  development  (JCRR)  : This  project  is  to 
help  increase  the  production  of  various  crops  and  types  of  livestock  to  meet  the 
needs. of  a rapidly  increasing  population.  Emphasis  will  be  placed  on  improve- 
ment in  the  varieties  of  crops  and  breeds  of  livestock,  insect  and  disease  control, 
improved  management  practices,  etc. 

14- 336  '(C)  Agricultural  economics,  farm  organization  and  agricultural 
credit  (JCRR)  : To  assist  in  strengthening  farmer  organizations,  especially  the 
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farmer  associations  (agricultural  cooperatives)  and  the  agricultural  credit  activ- 
ities of  Government/private  agencies. 

15-100  ( C ) Food  dehydration : Funds  are  provided  as  a grant  for  the  train- 
ing in  Japan,  of  one  technician  for  6 months,  in  the  line  of  food  dehydration  and 
canning.  Sweet  potato  dehydration  and  tomato  canning  projects  are  being 
financed  by  1CA  to  overcome  wastage  from  present  primitive  methods  of  sun 
drying  and  seasonal  crop  spoilage. 

15-337  (C)  Agricultural  marketing  and  processing  (JCRR)  : To  provide 
technical  assistance,  equipment  and  materials  to  demonstrate  improved  food 
processing  methods  that  will  reduce  losses  from  spoilage,  thereby  reducing  the 
marketing  costs  for  producers  and  consumers. 

13-338  (C)  Home  economics  and  rural  youth  (JCRR)  : To  assist  in  the  ex- 
pansion of  rural  youth  clubs  (4-H),  which  are  popular  and  are  making  a sub- 
stantial contribution  to  the  training  of  farm  youth  and  the  adoption  of  improved 
farming  practices.  Emphasis  will  also  be  given  to  homemaking  activities  of 
rural  families — improved  methods  of  food  preparation  and  preservation,  home 
sanitation,  child  care,  sewing,  etc. 

17-339  (C)  Forestry  (JCRR)  : To  assist  in  the  reforestation  of  cut-over 
areas,  forest  management,  farm  windbreaks,  and  soil  conservation.  The  forests 
of  Taiwan  represent  one  of  its  greatest  potential  resources  and  much  work  is 
needed  to  develop  these  resources  to  the  maximum  so  that  eventual  self-suffi- 
ciency of  forest  products  on  a sustained  yield  basis,  consistent  with  expected 
population  increases,  can  be  attained. 

17- 376  (C)  Development  of  forest  policies  and  management  (JCRR)  : This 
project  is  a continuation  of  a fiscal  year  1956  project  in  which  US$25, 000  was 
provided  to  secure,  through  contract  employment  and/or  contract  services,  the 
services  of  four  foresters  to  assist  and  advise  the  Chinese  Government  on  the 
development  of  improved  forest  policies  and  management  plans  in  order  to  utilise 
to  the  greatest  extent  possible  the  forest  yields  of  Taiwan. 

18- 340  (C)  Fisheries  (JCRR)  : To  provide  assistance  in  the  development 
of  fisheries  so  as  to  add  to  the  total  production  and  catch  of  fish  which  plays  an 
important  role  in  the  diet  of  the  people. 

19- 330  (C)  Rehabilitation  of  Tachen  farmers:  This  project  is  to  provide  for 
the  completion  of  the  farming  resettlement  program  of  Tachen  evacuees;  159 
farming  families  have  yet  to  be  resettled. 

19-341  (C)  All  other — Farm  tools,  agricultural  engineering,  agricultural 
machinery  (JCRR)  : To  assist  in  the  improvement  of  farm  tools  and  thus 
improve  the  efficiency  of  man  and  animal  power.  Attention  will  also  be  given  to 
improved  methods  of  drying  paddy  rice  to  minimize  spoilage. 

19-342  (C)  General  administration  (JCRR)  : To  provide  funds  for  covering 
the  general  administrative  expenses  of  JCRR,  for  the  services  of  four  United 
States  technicians  and  for  implementing  of  miscellaneous  subprojects. 

19-395  (N)  Regional  conferences  (JCRR)  : This  project  is  to  provide  travel 
costs  and  maintenance  allowances  (per  diem)  to  participants  in  conferences  in 
the  Far  East,  in  the  field  of  agriculture  and  related  matters.  At  least  four  such 
conferences  are  scheduled  during  the  fiscal  year. 

INDUSTRY  AND  MINING 

22-343  (C)  Power  and  communications  (JCRR)  : This  project  provides  funds 
for  the  electrification  of  100  villages  and  installation  of  transmission  lines  for 
telephone  service  to  25  villages. 

27-230  (C)  Industrial  management:  Funds  are  provided  for  the  training  in 
the  United  States  for  a period  of  6 months  of  a team  of  four  industrial  execu- 
tives to  be  selected  from  the  Taiwan  Sugar  Corp.,  Taiwan  Fertilizer  Co.,  Taiwan 
Pineapple  Corp.,  Taiwan  Pulp  & Paper  Corp.,  and  others.  The  training  is  in- 
tended for  promising  junior  executives  to  study  management  techniques  in 
American  industrial  and  chemical  firms,  including  marketing,  personnel  man- 
agement, labor  relations,  cost  control,  etc. 

29-323  (C)  General  industrial  training:  This  project  covers  specialized  in- 
dustrial training  in  various  fields  for  7 engineers  in  the  United  States  and  4 
engineers  in  Japan.  About  half  of  the  sponsors  are  public  and  half  private 
industries  and,  in  most  cases,  costs  are  shared  between  ICA  and  the  sponsor. 
The  training  includes  the  fields  of  electric  power,  aluminum,  paper  board, 
refrigeration,  chemicals,  and  handicrafts. 
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TRAN  SPORT  ATION 

51-115  (C)  Highway  bridge  engineering:  To  provide  a course  of  observation 
and  training  in  the  United  States  in  the  fields  of  highway  bridge  design  and 
construction  and  in  operation  and  maintenance  of  highway  construction 
equipment. 

31- 324  (C)  Highway  improvement:  This  project  provides  for  the  technical 
training  of  one  participant  in  the  United  States  for  a period  of  1 year.  The 
Taiwan  Highway  Bureau  will  sponsor  the  trainee  in  the  field  of  highway  bridge 
design  and  construction.  Cost  of  the  training  will  be  shared  equally  between 
ICA  and  the  sponsor. 

32- 382  (N)  City  bus  administration:  To  provide  a course  of  observation 
and  training  in  the  United  States  in  modern  city  bus  management  and  admin- 
istration, for  one  participant. 

LABOR 

49-123  (C)  Labor  productivity  and  welfare  adviser:  This  project  provides 
for  the  services  of  an  expert  on  labor  practices,  labor  relations,  and  labor 
administration.  The  Chinese  Government  has  requested  that  the  mission  con- 
tinue providing  advice  on  industrial  safety  practices,  industrial  and  mining 
labor  administration,  labor  relations,  and  labor  welfare  activities. 

HEALTH  AND  SANITATION 

51- 125  (C)  Malaria  control:  This  project  provides  funds  for  the  final  year 
of  a large  program  started  in  1952  as  malaria  control  and  was  so  successful 
that  last  year  it  was  decided  that  eradication,  instead  of  control,  could  be 
accomplished.  This  project  should  end  this  year  with  practical  eradication  of 
malaria  on  Taiwan. 

52- 128  (C)  Improvement  of  village  water  supply:  This  project  provides 
for  the  construction,  extension,  and  improvement  in  the  public  water  supply  of 
14  cities  and  villages  in  Taiwan  and  for  the  continuation  of  the  waterworks 
operators  training  school. 

52-130  (C)  Improvement  of  sanitary  engineering  practices:  This  project, 
designed  to  improve  the  practice  of  sanitary  engineering  in  Taiwan,  provides 
for  2 type  B consultants,  training  for  3 type  A participants,  2 AX  participants 
to  train  in  Japan,  and  minimum  essential  equipment  to  permit  effective  training 
of  additional  sanitation  personnel  in  locally  operated  training  courses. 

52-291  (C)  Environmental  Sanitation  Bureau:  This  project  provides  for  the 
local  training  of  sanitarians,  acquiring  aids  for  use  in  the  training,  and  con- 
ducting demonstrations  in  protection  and  construction  of  safe  wells,  etc. 

52-392  (N)  Small  village  wells:  This  project  provides  assistance  to  the 
Chinese  Government  plan  for  an  islandwide  sanitation  development  program 
involving  water  supplies,  latrines  and  graveyards. 

54-133  ( C ) Improvement  of  nursing  practices : Consists  of  training  nurses 
in  the  United  States  and  Japan  for  supervisory  and  teaching  positions  in 
Taiwan ; for  a nursing  consultant  and  equipment  costs  for  nursing  schools. 

54-292  (C)  Improvement  of  public  health  practices:  Consists  of  training 
local  doctors  in  better  administrative  practices  and  improving  physical  facilities 
of  some  public  health  centers. 

54- 384  (N)  Improvement  of  medical  practices:  This  project  is  partially  a 
continuation  of  improvement  of  NTU  Medical  College.  Includes  3 participants, 
2 United  States  technicians,  and  equipment  for  improving  teaching  of  medical 
arts. 

55- 380  (N)  Hospital  construction  and  equipment:  Provides  assistance  to  the 
NIU  Hospital  to  install  a cobalt  deep  therapy  equipment  and  a modern  telephone 
and  call  system,  rebuild  the  war  damaged  dietary  department,  and  build  quarters 
for  interns. 

55-393  (N)  Trachoma  control:  This  project  is  designed  to  assist  the  PHA 
and  WHO  in  enlargement  of  a program  of  trachoma  control  which  has  been 
carried  on  by  PHA,  WHO,  and  UNICEF  since  1952. 

55-396  (N)  Hospital  administration:  To  provide  courses  of  observation  and 
training  in  hospital  administration,  including  personnel  utilization,  hospital 
management,  and  related  studies. 

59-081  (C)  Public  health  oflScer : Chief  of  Public  Health  Oflice,  MSM/C. 

59-385  (N)  Food  and  drug  control : Project  is  to  assist  Department  of  Health 
in  MOI  to  improve  the  food  and  drug  inspection  system  by  building  and  equipping 
a testing  laboratory. 
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59-386  (N)  Rural  health  (JCRR)  : This  is,  in  part,  a continuation  of  the 
several  JCRR  health  projects  listed  separately  in  fiscal  years  1955  and  1956.  It 
covers  the  whole  field  of  rural  health  work  that  is  being  done  by  JCRR,  i.  e.  to 
assist  in  the  control  of  diseases,  strengthen  the  services  of  the  rural  health 
stations,  and  training  of  personnel. 


EDUCATION 

61-012  (C)  Improvement  of  vocational-industrial  schools  : This  project  under- 
takes to  assist  the  vocational  industrial  schools  in  becoming  an  adequate,  de- 
pendable source  of  skilled  workers  of  the  kinds  most  urgently  required  for  planned 
industrial  development.  Necessary  equipment  and  construction  are  being  pro- 
vided to  demonstrate  the  improved  methods  of  training. 

61- 137  (C)  Establishment  of  Industrial-Vocational  Department,  Taiwan 
Provincial  Normal  University : A project  to  create  and  set  in  motion  a competent 
educational  unit  for  the  production  of  two  types  of  urgently  needed  teachers. 
Under  the  terms  of  the  contract  between  TPNIJ  and  Pennsylvania  State  Univer- 
sity, United  States  technicians  are  assisting  in  the  inauguration  of  a training 
program  for  the  future  teachers  of  vocational  industrial  and  of  industrial  arts, 
courses. 

62- 011  (C)  Improvement  of  vocational-agricultural  schools:  In  this  con- 
tinuing project,  the  vocational  agricultural  schools  of  Taiwan  are  being  assisted 
to  develop  more  effective  and  modern  means  of  organization  and  instruction  in 
agriculture. 

62- 285  (C)  Establishment  of  Vocational  Agricultural  Teacher  Training  De- 
partment (TCA)  : This  continuing  project  is  to  establish  and  strengthen  the 
Agricultural  Education  Department,  to  train  vocational-agricultural  teachers,  to 
train  in-service  vocational-agricultural  teachers,  to  supply  laboratory  equipment 
and  training  aids,  construction  of  buildings,  and  send  participants  to  the  United 
States. 

63- 286  (C)  Improvement  of  Home  Economics  Teacher  Training  Department : 
This  project,  designed  to  prepare  competent  teachers  for  academic  high  schools 
and  home  economics  vocational  schools  so  that  present  home  econoinic  practices 
may  be  improved,  will  provide  1 type  A participant  to  be  trained  in  the  Ufiited 
States,  1 AX  participant  for  training  in  Japan,  and  construction  of  buildings. 

65- 288  (G)  Educational  Materials  Center:  This  project,  designed  to  aid  in 
improving  teaching  methods  in  elementary  and  secondary  schools,  provides  for 
one  United  States  technician,  training  of  participants  in  the  United  States  and 
other  countries,  and  construction  of  buildings  at  the  National  Educational 
Materials  Center. 

66- 009  (C)  Improvement  of  Taiwan  College  of  Engineering:  A project  to 
create  a permanent  source  of  capable  engineering  talent  for  the  development  of 
Taiwan’s  industry,  by  improving  both  the  facilities  and  the  instructional  methods 
at  the  Taiwan  College  of  Engineering. 

66- 228  (C)  Expansion  of  educational  facilities  for  overseas  Chinese:  The 
fiscal  year  1957  program  will  represent  a logical  expansion  and  extension  of  this 
project.  As  before,  the  bulk  of  the  financial  aid  will  be  spent  upon  physical 
facilities  and  improvements  on  the  various  college  and  high  school  campuses,  but 
with  significant  expenditures  on  technical  services  and  in  aid  to  recruitment 
of  overseas  Chinese  students. 

67- 010  (C)  Community  school  demonstration:  This  project,  designed  to 
stimulate  the  development  of  community  schools,  will  add  2 new  pilot  schools 
and  2 normal  schools  in  fiscal  year  1957. 

69-139  (C)  Education  adviser:  The  mission’s  education  officer,  for  which 
this  project  provides,  gives  leadership  and  coordination  to  the  total  educational 
effect  of  ICA  in  Taiwan. 

69-387  (N)  Science  equipment : This  project  is  designed  to  replenish  urgently 
needed  science  equipment  of  some  colleges  and  secondary  schools  and  provide 
in-service  training  in  physics,  chemistry  and  biology  to  science  teachers  of 
vocational-industrial,  vocational-agricultural  and  community  schools. 

PUBLIC  ADMINISTRATION 

71-155  (C)  Leadership  personnel:  This  project  finances  training  programs 
in  the  United  States  for  Chinese  personnel  of  executive  caliber  in  order  that 
they  may  attend  conferences,  seminars,  and  other  courses  offered  in  such  fields 
as  management  problems  for  executives,  executive  controls,  personnel  admin- 
istration, and  related  training.  Participants  in  this  field  can  remain  away  from 
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their  official  duties  for  a limited  period  of  time  only,  and  courses,  therefore,  are 
to  be  concentrated  and  of  such  a nature  as  to  broaden  the  vision  of  the  partici- 
pant beyond  the  departmental  areas  in  which  he  is  working  and  interest  him  in  all 
of  the  aspects  of  management  that  are  essential  to  successful  business  operation. 

71- 289  (C)  Public  safety:  This  project  is  to  continue  assistance  to  the  Chi- 
nese Government  in  improving  police  administration. 

72- 146  (C)  ESB-IDC:  This  project  continues  budget  support  for  the  In- 
dustrial Development  Commission  and  the  Economic  Stabilization  Board. 

74- 150  (C)  Budget  adviser:  This  project  continues  provision  of  the  services 
of  technicians  in  the  field  of  budget  planning,  budget  controls,  and  budget 
administration. 

75- 151  (C)  Economic  planning : This  project  continues  provision  of  the  serv- 
ices of  experts  in  the  fields  of  economics  and  finance. 

78- 158  (C)  Statistics:  This  project  continues  assistance  to  the  Chinese 
Government  in  improving  the  compilation  of  statistics  upon  which  Government 
policy  can  be  based  for  formulation  of  its  economic  programs,  its  military  plans, 
and  related  planning.  This  project  will  train  three  statisticians  in  the  fields  of 
national  income  statistics,  national  industrial  statistics,  and  price  series  and 
indexes  preparation. 

79- 154  (C)  Legal  advisory  services:  This  project  provides  the  services  of  a 
legal  expert  and  relevant  administrative  support  to  assist  the  Chinese  Govern- 
ment in  interpretation  of  aid  regulations,  help  prepare  contracts  and  agreements, 
advise  on  the  effect  of  foreign  investment  laws  and  regulations,  procurement 
regulations,  and,  in  addition,  when  requested  by  the  Chinese  Government,  offer 
advice  and  assistance  for  improvements  in  local  legal  practices. 

79-389  (N)  Stock  exchange  administration  : This  project  will  provide  courses 
of  observation  and  training  for  one  participant  in  the  United  States  for  a period 
of  1 year  in  stock  exchange  administration  and  related  practices. 

79-390  (N)  Economic  Development  Institute:  This  project  will  provide  a 
course  of  observation  and  training  for  a participant  for  a period  of  12  months 
in  the  United  States  under  a specially  devised  program  to  be  conducted  under 
the  auspices  of  Vanderbilt  University.  This  program  is  to  provide  the  participant 
with  the  fundamentals  of  economic  analysis  as  related  to  economic  development 
problems. 

COMMUNITY  DEVELOPMENT,  SOCIAL  WELFARE  AND  HOUSING 

82-160  (C)  Taiwan  Council  of  America  Voluntary  Agencies:  This  project  is 
to  provide  funds  to  reimburse  the  local  voluntary  agencies  for  handling  costs  of 
imported  relief  supplies. 

82-391  (N)  Social  Welfare  Administration : This  project  is  to  provide  courses 
of  observation  and  training  in  the  United  States  for  a participant  for  a period  of 
12  months  in  the  field  of  social  welfare  administration. 

82-349  (C)  Land  reform  (JCRR)  : This  project  provides  for  the  continua- 
tion of  the  land  reform  program  in  Taiwan,  in  constructing  land  record  storages, 
land  grading  and  consolidation,  land  storage  and  land  program  on  Kinmen, 
and  survey  of  effects  of  land  inheritance  on  land  fragmentation  after  land  re- 
form in  Taiwan. 

GENERAL  AND  MISCELLANEOUS 

91- 156  (C)  Foreign  trade  and  investment : This  project  continues  provision  of 
the  services  of  2 experts  in  foreign  trade  and  investment,  and  for  the  training 
of  2 participants  for  a period  of  6 months  each  in  the  United  States  in  this  field. 

92- 001  (C)  Information:  This  project  provides  the  services  of  6 experts 

in  the  field  of  information  techniques  and  dissemination  and  for  the  training  of 
5 participants  in  the  United  States  of  America  in  the  field  of  information.  Funds 
are  also  to  be  provided  for  the  purchase  of  supples,  commodities,  and  equip- 
ment necessary  for  effective  implementation  of  the  program. 

98- 297  (C)  Training  in  atomic  energy : This  project  provides  for  the  train- 
ing in  the  United  States  of  four  participants  in  peaceful  uses  of  atomic  energy. 

99- 000  (C)  Technical  support:  The  purpose  of  this  project  is  to  provide 
funds  for  the  purchase  of  supplies  and  commodities  which  are  required  for  ad- 
ministrative support  of  American  technicians  on  the  mission  staff,  billeting, 
and  related  local  needs. 

99-163  (C)  J.  G.  White  contract:  This  project  is  to  continue  assistance 
to  the  Chinese  Government  in  planning  and  implementing  its  industrial  develop- 
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ment  program  by  providing  general  engineering  and  consulting  engineering  serv^ 
ices. 

99-229  (C)  TA  participants  pre-departure  expenses:  This  project  finances 
predeparture  orientation  expenses  for  participants  departing  for  the  United 
States  of  America,  English  refresher  training,  and  miscellaneous  costs  related 
to  participant  training  incurred  in  Taiwan. 

99-365  (C)  TA  Participants  (AX)  post-departure:  This  project  provides 
funds  to  cover  sundry  expenses  not  related  to  one  specific  project,  such  as  group- 
training  or  orientation  courses  in  Japan,  post-departure  mailing  of  publications,, 
and  miscellaneous  expenses. 

99-394  (N)  Capital  development  training  course:  This  project  provider 
courses  of  observation  and  training  for  short  periods  of  time  for  eight  partici- 
pants of  the  upper  level  of  the  Chinese  Government  and  private  industry.  These 
courses  are  to  deal  with  problems  of  formation-,  mobilization,  and  utilization 
of  capital,  and  administrative  and  financial  management. 

98-P02  (C)  Nuclear  science  and  engineer  training:  This  project  is  inde- 
pen rlently  financed  by  Tsing  Hua  University  and  is  to  continue  the  training 
of  Mr.  Yang  Yu-tang,  currently  in  the  United  States  of  America  as  a partici- 
pant from  the  1955  program.  Mr.  Yang  has  been  accepted  as  a Resident 
Research  Associate  at  Argonne  National  Laboratory  for  a year’s  additional 
training. 
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Exhibit  F 
China  (Taiwan) 

Summary  of  operations  of  International  Cooperation  Administration  ( formerly 

Foreign  Operations  Administration ) 


[In  millions] 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

Fiscal  year 
1957  (esti- 
mated) 

Total 

iA)  Total  expenditures: 

United  States  funds  (counterpart 
funds  generated) - 

“86. 4 

‘2.0 

88.4 

77.9 

‘41.2 

74.3 

5.5 

79.8 

76.7 

47.7 

72.0 

8.2 

80.2 

83.3 

57.6 

(Deleted) 

(Deleted) 

(Deleted) 

(Deleted) 

(Deleted) 

(Deleted) 

(Deleted) 

(Deleted) 

(Deleted) 

(Deleted) 

(Deleted) 

United  States  funds  (no  counter- 
part funds  generated) 

Counterpart  funds  (in  equivalent 
United  States  dollars) 

Local  government  contributions  in 
equivalent  United  States  dol- 
lars)   

(B)  Balances  as  of  June  30, 1956: 

United  States  funds. 

Unobli- 

gated 

Unliqui- 

dated 

3.6 

8.6 

97.1 
' 23.4 

Counterpart  funds  (in  equivalent 
United  States  dollars)  . . . 

(C)  New  allocations  (tentative)  from  fiscal 
year  1957: 

Foreign  aid  appropriation: 

United  States  funds. 

Counterpart  funds  (in  equivalent  United  S 

tates  dollars 

- 

(D)  Total  amounts  available  for  obligation  and  expenditure  in  fiscal  year  1957: 
United  States  funds  _ _ . _ 

Available 
for  obliga- 
tion 

Available 
for  expend- 
iture 

d (Deleted) 
(Deleted) 

• (Deleted) 
t (Deleted) 

Counterpart  funds  (in  equivalent  United  States  doll 

ars) 

• Common  use  items  included. 

‘ Estimated. 

• Excludes  DFS. 

• Fiscal  year  1957  proposed  operational  program. 

• Fiscal  year  1957  illustrative  program  plus  (B)  line  1,  unexpended. 

/ Of  these  funds  $23.4  million  committed  to  existing  projects;  the  balance  to  be  utilized  for  fiscal  year  1957. 

(E)  Number  of  ICA  employees : 


Locals 

United 

States 

Total 

<a)  Technicians: 

1.  United  States  employed . 

492 

57 

549 

2.  Contract  employees . . 

67 

51 

118 

(6)  Others  (administrative) 

121 

22 

143 

Total 

680 

130 

810 
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HONG  KONG 

The  pressing  problem  facing  the  British  in  Hong  Kong  is  the 
resettlement  of  refugees  fleeing  the  Red  rule  in  Communist  China. 
Estimates  of  how  many  displaced  persons  are  presently  residing 
within  the  restrictive  confines  of  Hong  Kong  vary,  but  it  can  be  safely 
estimated  that  between  500,000  and  800,000  refugee  Chinese  are  pres- 
ently crammed  into  this  small  area. 

Both  the  United  States  Government,  under  the  Far  East  refugee 
program,  and  the  British  are  endeavoring  to  provide  housing  and  em- 
ployment for  as  many  of  these  refugees  as  possible.  The  British  have 
constructed  a number  of  apartment  buildings.  They  charge  suf- 
ficient rental  to  amortize  the  cost  of  the  structures  and  to  pay  for  cur- 
rent expenses.  Initially,  2 story  buildings  were  erected,  but  because 
of  the  high  cost  and  shortage  of  land,  subsequent  construction  has 
consisted  of  buildings  of  5 to  7 stories.  Even  so,  the  accommodations 
are  rather  crowded.  Nevertheless  the  contrast  between  the  old,  rickety, 
ramshackle,  tenement-type  structures,  and  the  spanking  new  multi- 
story dwellings  is  astounding. 

The  United  States  has  also  undertaken  a construction  program  here. 
This  program,  administered  under  the  Far  East  refugee  pro- 
gram   has  built  a number  of  one-story  buildings.  These  struc- 

tures are  located  on  the  side  of  mountains  and  are  by  comparison  with 
the  older  dwellings  quite  attractive.  The  mountain  is  first  terraced 
and  the  stone  thus  obtained  is  used  for  building  materials.  Ac- 
cording to  my  information,  each  unit  costs  about  $200.  I visited  sev- 
eral of  these  projects  and  it  was  my  impression  that  much  good  work 
is  being  done.  A small  rental  is  charged  by  the  British,  who  take 
over  after  we  have  constructed  these  dwellings,  to  defray  maintenance 
costs  and  the  cost  of  building  streets  up  in  the  mountain.  We  are  not 
repaid  for  expenditures  in  building  as  is  the  case  with  British-built 
facilities. 

The  most  commendable  feature  of  this  program  is  the  opportunity 
given  the  refugees  to  help  themselves.  Actually  they  furnish  the  labor 
for  the  building  operation.  Some  hew  stone  slabs,  while  others  make 
brick  out  of  crushed  stone.  Thus  the  program  not  only  provides  hous- 
ing, but  it  is  also  a means  of  keeping  the  refugees  occupied. 


THAILAND 

The  fiscal  accounts  of  this  country  with  respect  to  the  nonmilitary 
mutual  assistance  program  are,  in  my  opinion,  in  a most  unenviable 
position.  According  to  information  provided,  our  assistance  during 
the  period  fiscal  year  1951  through  fiscal  year  1956,  inclusive,  totaled 
$99.9  million.  During  the  period  fiscal  year  1954  through  fiscal  year 
1956,  actual  expenditures  aggregated  some  $37.5  million.  Unexpended 
balances  as  of  the  end  of  the  1956  fiscal  year  totaled  $62.3  million  with 
$1.6  million  of  this  amount  unobligated.  In  other  words,  out  of  a 
grand  total  of  approximately  $99.8  million  appropriated  during  this 
3-year  period,  less  than  one-third  was  actually  spent.  Despite  the  fact 
\ that  on  June  30  the  unexpended  balances  amounted  to  $62.3  million, 
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our  foreign  aid  planners  prevailed  upon  Congress  to  appropriate  an 

additional  in  new  funds.  This  raised  the  amount  available 

for  obligation  and  expenditure  in  fiscal  year  1957  to in  United 

States  funds  and  approximately in  counterpart  funds  equiva- 

lent. 

Information  provided  in  response  to  my  questionnaire  indicates  that 

during  the  1957  fiscal  year  approximately in  American  funds 

are  proposed  for  expenditure.  If  this  amount  is  deducted  from  the 

total  amount  of available  for  obligation  and  expenditure  in 

fiscal  year  1957,  it  is  obvious  that  the  1958  fiscal  year  will  begin  with 

approximately in  funds  available  for  expenditure  in  Thailand 

without  the  appropriation  of  another  dime  by  Congress. 

It  was  also  interesting  to  note  that  as  of  August  31,  1956,  a total 
of  475  persons  were  on  the  ICA  payroll  here.  Of  this  number,  271 
were  Americans  and  204  locals.  Of  the  271  Americans,  86  were  United 
States  employed  technicians,  165  were  contract  employees,  and  20  were 
in  “other”  categories,  presumably  administrative. 

Why  is  there  necessity  for  so  many  employees  in  this  comparatively 
small  nation  ? Perhaps  it  is  due  to  the  fact  that  the  United  States  is 
footing  the  bill  for  practically  every  conceivable  kind  of  endeavor. 
They  range  from  road  construction  to  education,  and  include  develop- 
ment of  manufacturing  resources  through  labor  union  formation,  fish 
hatching  projects,  and  public  administration  programs. 

Our  program  of  aid  had  its  inception  in  the  fiscal  year  1951,  and 
until  fiscal  year  1955,  it  consisted  primarily  of  technical  assistance. 
In  1955,  our  planners  began  to  pour  economic  assistance  funds  into 
this  country,  in  an  effort  to  raise  the  standard  of  living  and  remake 
the  entire  economy.  Our  planners  hold  that  the  economic  aid  funds 
make  possible  the  undertaking  of  larger  scale  assistance  projects  and 
in  addition  provide  needed  budgetary  support  to  the  Thai  Govern- 
ment. 

The  attached  document  entitled  “United  States  of  America  Opera- 
tions Mission  to  Thailand”  amply  illustrates  the  range  of  our  program 
here. 

It  is  not  my  purpose  to  outline  in  great  detail  each  and  every  pro- 
gram undertaken  but  the  committee  and  the  Senate  should  know  that 
few  fields  of  endeavor  have  been  neglected  by  ICA  in  its  attempt  to 
remake  this  tiny  nation  overnight. 

The  first  category  is  agriculture  and  natural  resources.  Our  proj- 
ects in  this  area  are  many  and  varied.  To  mention  a few,  here  is  what 
we  have  done  so  far.  We  have  become  involved  in  a huge  program  of 
upland  crop  improvement,  of  plant  protection,  and  a comprehensive 
effort  of  soil  fertility  and  management.  We  have  established  a soil 
laboratory  and  conducted  innumerable  demonstration  projects.  We 
have  a thorough  extension  program,  including  a youth  organization 
similar  to  the  4-H  Clubs  in  the  United  States.  We  have  undertaken 
to  enlighten  the  citizens  of  Thailand  in  agricultural  engineering.  We 
have  created  a 200-acre  completely  mechanized  rice  farm.  We  have 
assisted  in  planning  the  northeast  Thailand  land  clearing  and  level- 
ing project  in  order  to  make  available  more  land.  We  have  erected 
10  Butler  steel  storage  bins  for  the  storage  of  rice  and  corn,  and  many 
others  too  numerous  to  itemize. 

The  United  States,  in  cooperation  with  the  Government  of  Thai- 
land, has  also  embarked  upon  a program  of  livestock  improvement 
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and  disease  control,  including  the  implementation  of  a regional  eradi- 
cation program  of  rinderpest. 

In  earlier  reports,  attention  was  directed  to  the  so-called  fisheries 
project,  under  which  the  United  States  had  built  4,000  additional  pri- 
vate fish  ponds  to  say  nothing  of  fish  hatcheries.  One  of  our  fishery 
experts  has  been  in  Thailand  for  5 years.  The  bulk  of  his  time  is 
spent  in  attempting  to  increase  the  production  of  a certain  species 
of  fish  which  matures  in  4 month.  During  my  discussion  with  him, 
he  admitted  that  Thailand  has  enough  fish  and  shrimp  in  the  south- 
ern part  to  supply  its  needs  but  that  he  is  attempting  to  increase  fish 
production  in  the  northern  areas  where  fish  have  never  been  pro- 
duced heretofore,  because  of  a lack  of  water.  Since  the  United  States 
has,  to  some  extent,  remedied  the  water  deficiency,  it  must  now  de- 
velop the  fish.  This  program  should  be  ended  immediately. 

Our  efforts  in  the  public  works  and  industrial  areas  have  included 
the  following  projects: 

(1)  The  expenditure  of  $1,250,000  for  construction  equipment  and 
spare  parts,  $200,000  for  the  repair  and  maintenance  shop  machinery, 
and  $11,000  for  laboratory  and  testing  equipment  in  connection  with 
the  Thai  highway  programs.  In  this  connection,  the  Northeast  High- 
way project  alone  involves  three  major  services  contracts.  The  first 
of  these  covers  the  purchase  of  $2,500,000  of  construction  machinery, 
title  to  which,  goes  to  the  Thai  Government  upon  completion  of  the 
project.  The  second  covers  a contract  for  $1  million  in  engineering 
services  for  the  first  63  kilometers  of  a 172  kilometer  highway.  The 
third  involves  a contract  amounting  to  $4  million  for  construction 
services  and  the  63  kilometer  link  just  mentioned. 

According  to  my  information  negotiations  for  extensions  to  the 
above  contracts  are  presently  underway.  These  will  include  an  ad- 
ditional $2  million  in  construction  equipment  which  also  will  become 
the  property  of  the  Thai  Government.  Thus,  a total  of  $4.5  million 
in  construction  equipment  will  become  the  property  of  the  Govern- 
ment of  Thailand  upon  completion  of  the  highway. 

Information  in  my  files  also  indicates  that  under  the  expanded  aid 
highways  project  USOM  and  the  Thai  Highway  Department  have 
formulated  a program  for  undertaking  additional  construction  aggre- 
gating approximately  $6  million.  This  will  be  done  under  a con- 
tract which  will  provide  for  complete  construction  of  another  highway 
located  in  some  other  portion  of  the  country.  This  project  contem- 
plates the  purchase  of  $1,600,000  in  construction  equipment  which 
will  become  Thai  Government  property. 

We  have  not  aided  the  Thailand  highway  system  at  the  expense 
of  the  railroads.  The  following  commodities  and  equipment  have 
been  purchased  and  furnished  to  the  state  railways : (1)  2 diesel  elec- 
tric generating  sets  at  a total  cost  of  $108,000;  (2)  $1  million  of  rail- 
way materials  and  supplies  such  as  wheels,  couplers,  air-brakes,  cast- 
ings, etc.;  (3)  $350,000  of  equipment  and  machinery;  and  (4)  $34,- 
000  of  test  equipment  and  laboratory  equipment  for  installation  at 
various  locations  throughout  the  system. 

Reference  to  my  files  also  discloses  the  following : 

Construction  of  the  Udern-nongkai  line  was  performed  largely  by  state  rail* 
way  forces  utilizing  United  States  furnished  equipment.  Services  of  a local 
contractor  were  used  to  some  extent  in  this  work.  The  line  is  presently  95 
percent  complete  and  consists  of  54  kilometers  of  single  track  line  with  all 
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necessary  sidings,  bridges,  and  yards.  The  total  cost  of  this  new  line,  including 
construction  costs,  materials,  and  equipment  is  $4  million.  In  addition,  $1,100,- 
000  of  rolling  stock  and  communications  equipment  have  been  procured  and  are 
in  the  pipeline. 

A ferry  landing  and  railway  spur  which  will  form  the  extreme  terminus  of  the 
Northeast  System  have  been  planned  and  approved.  Foundation  investigations 
are  underway  and  construction  will  begin  shortly.  This  will  provide  facilities 
to  accommodate  the  movement  of  traffic  and  goods  across  the  Makong  (river) 
to  Laos.  ... 

In  the  area  of  air  transport,  the  United  States  has  participated  in 
projects  pertaining  to  three  major  fields — traffic  control,  meteorologi- 
cal services,  and  technical  assistance  to  the  Thai  Airways  Company. 
In  addition  approximately  $9.2  million  of  economic  aid  funds  includ- 
ing counterpart  funds  have  been  provided  for  airfield  construction. 
The  International  Airport  at  Bangkok  is  one  of  the  finest  in  all  of 
Asia.  It  does  much  business  and  is  more  than  self-sustaining,  I was 
informed. 

I was  advised  that  on  March  8, 1956,  a contract  was  signed  providing 
for  Pan  American  Airways  to  furnish  technical  assistance  to  the  Thai 
Airways  Company  for  developing  a program  to  improve  and  expand 
its  air  transport  service.  This  3-year  contract  has  a total  value  of 
$2,800,000.  It  is  my  view  that  the  Thai  Government  is  well  able  to 
provide  such  technicians. 

Our  aid  program  has  placed  considerable  emphasis  on  water  re- 
sources. USOM  has  assisted  in  projects  for  tank  and  pump  irriga- 
tion and  ground-water  research.  Under  the  tank-irrigation  project, 
73  irrigation  tanks  and  dams  have  been  completed  and  56  are  presently 
under  construction.  Those  completed  provide  a volume  capacity  of 
118  million  cubic  meters  and  cover  an  irrigable  area  of  60,000  acres. 
TTe  have  furnished  28  truck-mounted  and  2 barge-mounted  pumps. 
TTe  have  begun  the  water- research  program  by  drilling  5 wells  of  an 
estimated  total  of  150  to  250  to  be  ultimately  drilled.  TTe  have  also 
furnished  a number  of  other  items  of  supplies  and  equipment,  ware- 
houses, repair  shops,  laboratories,  rainfall-gaging  apparatus,  motor 
vehicles,  and  testing  equipment. 

In  the  area  of  power  and  communications,  USOM  has  provided 
assistance  in  three  specific  areas.  These  are  power  facilities  improve- 
ment, power  exploratory  survey,  and  telecommunications  engineering. 

In  the  field  of  mining  and  geology,  we  have  also  undertaken  three 
projects — geological  survey,  experimental  metal  mining,  and  minerals 
experimental  center.  The  minerals  experimental  center  at  Bangkok 
was  recently  dedicated.  It  consists  of  a modem  laboratory  where 
studies  of  minerals,  ore-dressing  methods,  and  other  research  projects 
are  performed. 

TTe  have  also  established  mining  centers  for  instruction  throughout 
the  three  mining  areas  of  the  country.  Instruction  and  training 
courses  are  conducted  in  modern  mechanized  mining  methods  and  in 
the  location  of  ore-bearing  bodies.  Approximately  8160,000  in  equip- 
ment has  been  furnished  for  this  program. 

Other  ventures  into  the  public  works  and  industrial  areas  include 
the  following:  (1)  Provided  training  facilities  in  the  United  States 
for  Thai  technicians  in  the  small  industries  field.  Services  of  an  in- 
dustrial adviser  have  been  made  available  to  examine  overall  industrial 
development  needs  and  possibilities  in  Thailand,  and  to  advise  on 
methods  to  stimulate  the  growth  of  industrial  enterprises. 
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(2)  Established  an  automotive  maintenance  training  center.  This 
year  a contract  is  proposed  which  will  provide  for  a technical  survey 
by  American  engineers  to  determine  requirements  and  establish  pro- 
cedures for  properly  maintaining  and  repairing  the  10,000  vehicles 
owned  by  the  Thai  Government  exclusive  of  those  which  are  the  prop- 
erty of  the  various  defense  agencies. 

(3)  The  hydrographic  study,  which  was  begun  in  1951,  continues 
unabated.  Thirteen  participants  have  received  training  in  the  United 
States  in  fields  of  hydrography,  port  operations,  and  allied  subjects. 
Four  more  were  scheduled  for  training  in  fiscal  year  1956.  The  com- 
mittee will  recall  that,  in  my  previous  reports,  I noted  that  not  only 
would  the  United  States  provide  the  dredge  “Manhattan”  for  work  on 
the  Chao  Phya  River,  but  that  it  would  be  necessary  to  do  maintenance 
dredging  with  United  States  technicians  until  such  time  as  we  had 
trained  a sufficient  number  of  Thai  for  this  operation. 

(4)  Thailand,  through  the  American  aid  program,  has  also  partici- 
pated in  a project  described  as  the  Mekong  River  Reconnaissance. 
This  is  a regional  effort  and  involves  the  four  countries  of  Trailand, 
Laos,  Vietnam,  and  Cambodia.  In  December  1955  and  January  and 
February  1956,  the  team  of  United  States  experts,  aided  by  local 
USOM  and  Trai  Government  consultants  reconnoitered  the  Mekong 
River  from  upper  Laos  to  its  mouth  on  the  South  China  Sea.  On 
February  8,  a final  regional  conference  was  held  at  Saigon,  following 
which  the  team  members  returned  to  the  United  States,  where  they 
are  now  preparing  a final  report.  This  report  will  contain  recom- 
mendations for  specific  surveys  to  accomplish  long-range  development 
of  the  river  for  irrigation,  flood  control,  navigation,  and  hydroelectric 
power  generation. 

The  committee  bill  will  recall  that  in  1955  when  the  President 'first 
requested  funds  to  implement  his  so-called  Asian  aid  program,  the 
Mekong  River  project  was  cited  as  a possible  project.  Now  nearly  2 
years  later,  the  “project”  has  at  last  reached  the  point  there,  if  every- 
thing goes  well,  a preconstruction  survey  will  be  understaken.  As  yet 
there  is  no  hint  what  projects  will  be  undertaken,  where  they  will  be 
located,  what  they  will  comprise  or  what  they  will  cost.  Thus  again, 
we  have  a concrete  example  of  Congress  being  forced  to  “legislate  in 
the  dark.” 

Earlier  in  this  report  I referred  to  our  labor  and  welfare  program. 
It  was  indicated  in  the  data  provided  me  during  my  visit  in  Thailand, 
that  “within  a few  months”  significant  developments  would  occur, 
namely,  the  passage  of  basic  labor  legislation.  It  is  my  understanding 
that  our  mission’s  labor  adviser,  upon  request  of  the  Government  of 
Thailand  has  analyzed  five  bills,  submitted  opinions  on  the  applicabil- 
ity to  Thailand,  suggested  and  discussed  proposed  revisions,  and  actu- 
ally assisted  in  formulation  of  policy  for  (1)  settlement  of  labor  dis- 
putes including  the  right  to  organize  labor  unions  and  to  bargain  col  - 
lectively  and  the  establishment  of  an  advisory  labor  board;  (2)  a reg- 
ulation of  labor  unions  including  registration;  (3)  limiting  daily  and 
weekly  hours  of  work,  and  establishing  rules  for  paying  wages;  (4) 
protection  of  women  and  child  labor  including  prescribing  conditions 
of  work,  forbidding  work  in  specified  occupations,  and  setting  up  age 
and  health  standards  for  hiring;  and  (5)  weekly  holidays. 

In  addition  to  the  USOM  is  helping  to  train  personnel  to  administer 
these  labor  laws  and  to  provide  “sound”  trade-union  training  to  labor 
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officials  and  workers.  Also  there  are  plans  for  improving  the  eco- 
nomic and  social  welfare  of  the  people  of  Thailand  which  includes  a 
survey  of  worker's  housing,  recommendation  of  a program  for  future 
development,  and  a so-called  self-help  program.  This  self-help  pro- 
gram is  built  around  active  cooperation  in  the  field  of  community 
development  and  is  described  as  "a  way  of  building  democracy  from 
the  bottom  up."  It  is  my  understanding  that  future  work  will  be 
integrated  with  the  self-help  settlement  work  initiated  by  the  Prime 
Minister  and  with  other  experiments  in  operation  in  several  places  in 
Thailand. 

In  the  field  of  education,  we  have  endeavored  to  provide  more 
teachers.  We  have  also  expanded  our  program  of  vocational  educa- 
tion, and  have  built  a new  technical  institute,  comprising  38  new  build- 
ings and  offering  instructions  to  Thai  students  in  15  vocational  areas. 
The  lands  and  buildings  of  the  institute  were  purchased  with  local 
funds  generated  for  the  most  part  under  our  aid  program,  while  ap- 
proximately 95  percent  of  the  equipment  was  supplied  directly  by  the 
United  States.  Assistance  has  also  been  extended  to  secondary  educa- 
tion. 

We  have  provided  some  $11  million  in  United  States  assistance  to 
16  health  projects.  Under  this  program,  we  have  accomplished  much 
good  and  it  is  interesting  to  note  that  the  USOM  assistance  project 
aims  toward  phasing  out  its  dollar  assistance  in  1957  and  its  counter- 
part fund  assistance  in  1959.  By  that  time  malaria  should  largely  be 
eliminated  and  health  protection  can  be  maintained  out  of  the  local 
government’s  budget. 

The  public  health  effort  was  well  worth  the  money  it  involved.  It 
has  produced  concrete  results  in  a comparatively  short  time.  It  has 
done  what  our  mutual  security  aid  should  do,  that  is,  improve  the  way 
of  life  of  present  citizens,  not  future  generations. 

We  have  done  much  to  assist  in  the  area  of  medical  education. 
Twenty-eight  United  States  technical  advisers  have  been  here  for 
periods  of  time  up  to  2 years. 

Hospitals  have  been  built  in  all  but  1 of  the  71  provinces  by  the 
Thai  Government  from  its  own  funds  and  funds  contributed  by  us  by 
way  of  counterpart  funds  and  direct  United  States  dollar  aid  for  hos- 
pital equipment  and  to  train  Thai  doctors  and  nurses. 

In  the  field  of  environmental  sanitation,  major  accomplishments  in- 
clude the  construction  of  6 municipal  water  systems  in  the  North- 
east area,  the  estabislhment  of  a regional  headquarters,  the  provision  of 
$400,000  worth  of  commodities  for  the  program,  construction  and/or 
rehabilitation  of  364  wells  and  small  reservoirs,  plus  the  construction 
and  installation  of  privies  with  the  aid  of  mobile  sanitation  teams. 

Our  aid  program  has  also  embraced  the  actual  administrative  opera- 
tions of  the  Government  of  Thailand.  In  May  of  1955  a contract  was 
signed  with  Indiana  University  under  which  it  is  cooperating  with. 
Thammasat  University  in  a program  to  strengthen  training  facilities 
in  the  area  of  public  administration.  It  is  my  understanding  that  in 
March  of  1956  another  agreement  was  concluded  under  which  the 
public  administration  service,  a nonprofit  United  States  organization. 
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is  to  assist  the  Government  of  Thailand  in  modernizing  its  budgetary 
procedures  and  its  accounting  programs.  Our  aid  program  is  making 
available  some  $400,000  to  cover  the  dollar  cost  of  this  contract  and  the 
Government  of  Thailand  was  agreed  to  provide  the  equivalent  of 
$210,000  in  its  local  currency.  Under  this  latter  contract,  a resident 
staff  of  6 advisers  will  be  sent  to  Tailand  for  a 26-month  period  with 
other  advisers  coming  in  for  consultation  for  shorter  periods  of  time. 
These  experts  are  to  work  with  the  government  officials  as  consulters 
and  advisers.  They  will  collaborate  with  and  use  the  training  facili- 
ties of  the  Public  Administration  Institute  at  Thammasat  University. 
As  I noted  in  my  report  last,  it  is  interesting,  to  say  the  least,  that  the 
United  States  of  America,  with  its  huge  debt  and  almost  chronic 
deficit,  has  now  undertaken  to  advise  foreign  governments  on  bud- 
getary practices  and  procedures. 

The  above  outline,  lengthy  though  it  may  be,  is  submitted  as  indica- 
tive of  the  programs  presently  operating,  and  what  can  be  expected 
for  the  future.  The  huge  amounts  of  funds  on  hand,  plus  the  budget 
request  for  additional  appropriations  in  fiscal  year  1957,  make  it 
obvious  that  our  aid  planners  contemplate  remaining  in  Thailand  for 
many  more  years.  The  multitudes  of  programs  begun  by  us  will 
require  our  continued  support  for  a long  time  because  the  local  govern- 
ment will  not  possibly  be  able  to  raise  funds  necessary  to  maintain 
and  operate  these  programs  once  the  United  States  terminates  the 
existence  of  the  mission.  Our  eager  beavers  are  still  most  active  and 
always  try  to  overdo  the  job.  These  many  programs  point  up  the 
second  weakness  in  our  programs  that  I have  complained  about, 
namely,  “That  our  planners  promote  programs  far  beyond  the  finan- 
cial capacity  of  a host  country  to  maintain  out  of  its  own  economy.” 

I also  want  to  call  the  Committee’s  attention  to  the  fact  that  the 
yardstick  for  measuring  the  magnitude  of  programs  is  apparently  no 
longer  needed,  but,  rather,  how  much  Thailand  demands  as  its  rightful 
share  of  our  aid  as  compared  with  that  extended  to  neighboring  states. 
There  appeared  to  be  dissatisfaction  with  the  amount  of  assistance  we 
have  provided.  Apparently,  host  government  officials  take  the  stand 
that,  if  they  were  not  as  cooperative  as  they  have  been,  the  United 
States  would  be  more  liberal  with  its  aid.  They  cite  India  and  other 
neutrals  as  examples  of  those  who  obtain  more  money  by  extending  less 
cooperation.  I noted  that  some  of  the  newspapers  were  editorializing 
along  this  line. 

Unfortunately,  the  military  assistance  program,  since  it  is  classified, 
cannot  be  opened  for  public  scrutiny.  For  further  information 
on  this  phase  of  aid,  I refer  you  to  the  attached  classified  materia] 
on  the  military  assistance  program.  Complaints  are  now  being  made 
that  the  local  government  will  not  be  able  to  carry  its  share  of  the 
military  program  that,  it  is  too  costly  and  beyond  the  capability  of  the 
host  government  to  support.  That  means  that  the  forces  may  be  re- 
duced or  else  we  may  have  to  carry  some  of  the  load. 

Exhibit  “B”  appended  indicates  the  use  of  funds  for  information 
services  during  the  1957  fiscal  year  as  compared  with  fiscal  year  1956. 
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As  indicated  there  is  an  increase  of  $81,070  for  1957  over  1956.  Here, 
as  in  other  countries,  I found  a determined  effort  to  make  the  informa- 
tion service  a permanent  institution.  It  appears  that  the  information 
service  label  is  automatically  regarded  as  propaganda  in  Thailand 
as  in  many  other  countries  of  southeast  Asia.  Needness  to  say,  the 
information  program  needs  an  increase  in  direction,  but  not,  in  funds. 

I visited  our  library  in  Bangkok.  It  is  ornate  and  spacious,  indeed 
a beautiful  showplace.  However,  it  is  not  visited  by  the  Thailand 
ordinary  citizen,  for  two  reasons.  First,  most  of  them  do  not  know  it 
exists  and  second,  those  who  know  of  its  existence  are  frightened  away 
b}’  the  “swank  look.” 

Of  this  $81,000  increase  for  fiscal  year  1957  over  fiscal  year  1956, 
$37,800  will  be  used  to  increase  local  salaries  and  to  hire  3 addi- 
tional local  employees;  $11,587  will  go  to  increase  USIS  American 
employees  allowances:  $12,571  will  be  used  to  increase  the  radio  and 
TV  programs;  $22,036  will  expand  the  press  and  publications  branch, 
with  additional  funds  to  finance  the  cost  of  increasing  the  circulation 
of  Free  World  to  50,000  copies  per  month  and  for  increasing  the 
circulation  of  a weekly  newspaper  from  15,000  to  20.000  copies.  It  is 
also  proposed  to  print  some  pamphlets  in  Chinese  for  distribution 
among  the  some  3 million  Chinese  now  residing  in  Thailand. 

Ten  thousand  five  hundred  and  twenty-six  dollars  has  been  cut  from 
the  motion-picture  budget,  however,  along  with  $200  from  the  funds 
available  for  representation  allowances. 

Twenty-eight  thousand  one  hundred  and  seven  additional  will  be 
devoted  to  the  information  center  and  cultural  activities,  including 
$22,000  to  translate  American  books  into  the  Thai  language. 

Among  other  reductions  which  will  be  effective  during  fiscal  year 
1957  is  a $22,513  cut  in  program  direction  and  $18,837  cut  in  adminis- 
trative expenses  resulting  from  more  efficient  management. 

Equipment  available  for  USIA  here  along  with  an  outline  of  the 
publications,  press,  and  film  programs  is  included  in  exhibit  B. 

Here  as  in  other  countries  1 visited,  no  new  elements  have  been  added 
to  the  programs.  We  are  simply  expanding  the  existing  program. 

Exhibit  A 

Schedule  1. — Summary  of  operations  of  International  Cooperation  Administra- 
tion, United  States  operations  mission  to  Thailand 


[In  thousands  of  U.  S.  dollars] 


Fiscal  year 
1954 

Fiscal  year 
1955 

Fiscal  year 
1956 

Fiscal  year 
1957 

Total 

(A)  Total  expenditures: 

United  States  Funds  (counter- 
part funds  generated) . . - 

3, 135 

3,445 

19,  323 

(Deleted) 

(Deleted) 

United  States  funds  (no  counter- 
part funds  generated) 

1,  738 

3, 103 

6,  753 

(Deleted) 

(Deleted) 

Counterpart  funds  (in  equivalent 
United  States  dollars)  at  20 

4,  298 

5, 291 

10, 194 

(Deleted) 

(Deleted) 

Local  government  contributions 
(in  equivalent  United  States 
dollars),  estimated .. 

(9 

(9 

(') 

(9 

(Deleted) 

* Not  available  by  fiscal  years. 
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Schedule  1. — Summary  of  operations  of  International  Cooperation  Administr a- 
tion , United  States  operations  mission  to  Thailand — Continued 


[In  thousands  of  dollars] 


Unobligated 

Unexpended 

(B)  Balances  as  of  June  30.  1956: 

United  States  funds . ..  

1,600 

62,  261 

Counterpart  funds  (in  equivalent  United  States  dollars)  at  20--- 

9, 103 

9, 103 

(C)  New  allocations  (tentative)  from  fiscal  year  1957:  Foreign  aid  appro- 
priation: 

United  States  funds . ..  _ 

(Deleted) 

(Deleted) 

Counterpart  funds  (in  equivalent  United  States  dollars) 

(Deleted) 

(Deleted) 

(D)  Total  amounts  available  for  obligation  and  expenditure  in  fiscal  year 
1957: 

United  States  funds -.  ___  . - 

(Deleted) 

(Deleted) 

Counterpart  funds  (in  equivalent  United  States  dollars) 

(Deleted) 

(Deleted) 

Locals 

United 

States 

Total 

Number  of  ICA  employees  (as  of  Aug.  31,  1956): 

(a)  Technicians: 

1.  United  States  employed--.  - - 

2.  Contract  employees - --  -.  - 

178 

86 

165 

264 

165 

(6)  Others. - - 

26 

20 

46 

Total  - 

204 

271 

475 

Public  Law  480  and  Section  402  Surplus  Agricultural  Commodity  Program 
Section  402 

No  section  402  agricultural  surplus  sales  have  been  made  in  Thailand,  nor 
are  any  contemplated. 

Public  Law  480 

Prior  year  sales  Proposed 


Fiscal  year  1955  : Tobacco 2,  000 

Fiscal  year  1957 : 

Tobacco 2,  000 

Dairy  products 500 

Miscellaneous  canned  fruits,  vegetables,  and  meats 250 


In  June  1955,  a Public  Law  480  sales  agreement  was  signed  with  the  Thai 
Government,  providing  for  the  sale  of  tobacco  in  the  amount  of  $2  million 
(United  States).  Tobacco  in  this  amount  has  been  imported,  and  sales  proceeds 
therefor  have  been  deposited  to  the  United  States-owned  local  currency  account. 
The  aim  for  utilization  of  these  proceeds  from  this  sale  is  to  provide  for  1.2 
million  in  United  States  equivalent  to  be  used  for  United  States  purposes  and 
for  $800,000  United  States  equivalent  to  be  loaned  to  the  Thai  Government 
for  reloan  for  industrial  development  purposes.  A breakdown  of  the  $1.2  mil- 
lion for  United  States  purposes  is  as  follows : $200,000  for  agricultural  products 
market  development,  $400,000  for  the  Fulbright  exchange  program,  and  $600,000 
for  local  United  States  Government  agency  expenses. 

The  loan  agreement  for  the  $800,000  is  still  in  the  process  of  negotiation. 
However,  it  is  contemplated  that  the  loan  will  be  repaid  over  a period  of  10 
years,  either  in  local  currency  or  United  States  dollars  (optional),  and  that 
the  money  is  to  be  reloaned  by  the  Thai  Government  to  local  private  industry. 

Currently  under  consideration  for  fiscal  year  1957  is  an  additional  sale  of 
surplus  agricultural  products  amounting  to  $2,750  million,  which  tentatively  has 
been  established  to  include  $2  million  for  tobacco,  $500,000  for  dairy  products, 
and  $250,000  for  canned  fruits,  vegetables,  and  meat.  The  final  decision  on 
this  sale  has  not  yet  been  made,  nor  has  a decision  been  made  on  utilization  of 
the  local  currency  proceed?  expected  from  this  sale.  It  is  proposed  that  60 
percent  be  used  for  United  States  purposes  and  40  percent  for  loans  for  the 
Thai  Government  for  industrial  development. 
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PIPELINE  ANALYSIS 

In  clarification  of  the  (deleted)  million  figure  of  the  unexpended  United  States 
dollar  balance  as  of  Tune  30,  1956,  as  shown  on  page  2 of  the  briefing  material, 
it  is  believed  that  the  following  information  concerning  the  breakdown  of  this 
amount  may  prove  helpful : 

(а)  Funds  committed  for  military  purposes,  the  implementation  of 

which  is  JUSMAG/Thai  military  responsibility (Deleted) 

Construction  projects (Deleted) 

Nonconstruction  projects (Deleted) 

Total 10, 167,  000 

(б)  Funds  under  commercial  procurement  program  for  baht 

generation  27,060,000 

Grant  funds $17, 101,  000 

Loan  funds 9,  959,  000 


Total - 27,  060,000 

(c)  Funds  committed  for  Defense  Support  projects 13,771,000 

Contract  services $7,  600,  000 

Participants  95,  000 

Commodity  procurement 6,  076,  000 


Total 13,  771,  000 

( d )  Funds  committed  for  Technical  Cooperation  projects 

Contract  services $4,  591,  000 

Commodities 3,  239,  000 

Participants 1,  737,  000 


9,  567,  000 


Total 9,  567,  000 

(e)  Funds  committed  for  Regional  Projects 1,696,000 

AEDF  telecommunications  project $1,  600,  000 

Regional  TC  projects 96,  000 


Total. 


$1,  696,  000 


Grand  total (Deleted) 

Of  the  foregoing  amount,  $19,466  million  has  been  obligated  for  contract  serv- 
ices for  construction  contracts  extending  over  a period  of  1 to  3 years,  for  which 
the  provision  of  funds  was  essential  to  allow  contract  negotiation.  Expendi- 
tures are  necessarily  slow  for  this  type  of  project  activity. 

Participant  costs  account  for  $1,832  million  of  the  total.  Since  participants 
usually  begin  training  in  September  of  each  year,  prior  year  funds  must  be 
obligated  to  allow  firm  training  schedules.  Expenditures  normally  range  from 
6 to  18  months  after  funds  are  obligated. 

Commodity  procurement  of  $13,807  million  for  projects  primarily  of  public 
works  construction  such  as  highways  comprise  another  major  element  of  the 
pipeline.  The  major  proportion  of  these  commodities  are  of  a long  lead-time 
procurement  nature.  Advance  provision  of  funds  is  essential  to  allow  con- 
tracting. 

The  major  item  of  the  unspent  funds  is  the  $27,067  million  for  commercial 
procurement  of  commodities  to  generate  counterpart  funds,  which  have  been 
committed  to  the  Thai  Government  for  both  military  and  economic  development 
projects.  The  commercial  procurement  program  was  initiated  in  late  fiscal  year 
1955  but  was  slow  in  getting  underway  due  to  procedural  and  exchange  rate 
difficulties.  However,  the  major  portion  of  these  funds  has  now  been  subauthor- 
ized to  importers  and  is  now  moving  ahead  rapidly. 

Our  forecast  of  total  expenditures  for  fiscal  year  1957  and  future  years  is  that 
the  total  each  year  will  be  in  excess  of  the  amount  of  new  funds  made  available. 

CHAO  PHYA  (CHAIN AT)  IRRIGATION  DAM 

This  project  involves  the  expenditure  of  $48  million  United  States  or  United 
States  equivalent  and  consists  of  approximately  $18  million  direct  United  States 
dollar  costs  and  $30  million  equivalent  in  local  currency. 
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The  $18  million  United  States  dollars  was  made  available  on  loan  from  the 
World  Bank  for  the  purchase  of  equipment.  The  equivalent  of  US$30  million  was 
Thai  Government  budgeted  funds  for  construction  undertaken  over  a period  of 
4 years.  The  only  United  States  contribution  was  the  payment  with  ICA  funds 
for  the  services  of  2 United  States  Bureau  of  Reclamation  engineers,  who  are  to 
head  up  the  design  section  for  a period  of  2 years  at  an  approximate  cost  of 
$60,000,  plus  the  services  of  a consulting  nature  provided  by  2 USOM-employed 
technicians  on  an  intermittent  basis  over  a period  of  construction  of  the  dam. 
The  Royal  Thai  Irrigation  Department,  which  is  responsible  for  the  dam,  had 
secured  United  States  Bureau  of  Reclamation  services  for  a total  of  $50,000, 
which  was  paid  from  Thai  Government  funds. 

A copy  of  the  brochure  prepared  by  the  Royal  Thai  Irrigation  Department 
describing  this  project  is  enclosed  for  your  information. 

Schedule  2. — Thailand-United  States  technical  and  economic  cooperation, 

1951-56  ( revised  May  11, 1956) 

Technical  and  economic  cooperation  between  Thailand  and  the  United  States 
has  as  its  objective  the  development  of  Thailand’s  economic  resources  and  tech- 
nical skills  in  order  to  help  make  possible  the  long-run  progress  of  the  Thai 
economy  while  at  the  same  time  enabling  Thailand  to  bear  the  burden  of  defense 
preparedness.  United  States  technical  and  economic  aid  totaling  $99,919,000 
during  1951-56  has  been  provided  to  supplement  the  Thai  Government’s  own 
resources. 

The  aid  program  is  designed  to  assist  the  efforts  of  the  Government  of  Thailand 
in  the  following  key  areas,  which  are  crucial  to  development  in  all  other  spheres 
•of  the  economy : Expansion  of  transportation,  power,  and  communications ; im- 
provement of  basic  public  services  to  Thailand’s  people  in  health,  education,  agri- 
cultural extension,  and  stimulation  of  industry;  and  modernization  of  overall 
Government  budgetary  procedures  and  fiscal  management  in  order  that  Thailand 
may  achieve  the  most  effective  use  of  its  resources. 

'Changing  nature  of  the  program 

From  its  inception  in  fiscal  year  1951  until  1955,  the  program  consisted  primarily 
of  technical  assistance  to  Thailand  in  the  form  of  services  of  United  States  tech- 
nicians, the  training  of  Thai  nationals  in  the  United  States,  and  the  provision 
of  equipment  and  supplies  for  demonstration  and  training  projects.  In  addition, 
however,  in  some  areas  substantial  commodity  assistance  was  provided  to  capital 
investment  projects,  such  as  highway  and  railway  development  and  rural  power 
facilities. 

Beginning  in  fiscal  year  1955,  considerably  expanded  assistance  in  the  form 
of  economic  aid  funds  was  also  made  available.  In  1955  also,  a sharper  distinction 
was  made  in  the  United  States  aid  appropriations  between  the  “technical  coop- 
eration” funds  for  training  and  demonstration  activities  and  the  “economic  aid” 
( “defense  support” ) funds  for  projects  primarily  of  a capital  investment  nature. 
These  two  types  of  funds  merge,  however,  in  that  they  are  used  to  support  different 
parts  of  a single  integrated  aid-program  in  Thailand.  The  economic  aid  funds 
make  possible  the  undertaking  of  larger  scale  assistance  projects  and  in  addition 
provide  needed  budgetary  support  to  meet  the  domestic  costs  of  the  aid  program 
.and  to  assist  the  Thai  Government  to  carry  forward  economic  development 
expenditures  while  at  the  same  time  maintaining  its  defense  effort.  The  economic 
aid  funds  are  programed  partly  to  meet  direct  dollar  costs  of  aid  projects  and 
partly  for  the  import  of  salable  commodities  which  yield  baht  currency  for 
meeting  domestic  costs  of  the  projects. 

The  total  aid  (nonmilitary)  made  available  to  Thailand  in  each  category 
during  the  years  of  operation  of  the  program  is  as  follows ; 
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United  States  assistance  to  Thailand,  1951-56 


[In  millions  of  dollars] 


United  States  fiscal  year 

1951 

1952 

1953 

1954 

1955 

1956 

Total 

Technical  Cooperation ... 

Economic  aid: 

Project  dollar  costs - 

Import  of  salable  commodities  (for  gen- 
eration of  baht)  - 

j 8.9 

7.2 

6.5 

8.8 

J 4.6 
1 9.7 

20.0 

4.8 

9.1 

20.4 

Total  -- 

8.9 

7.2 

6.5 

8.8 

34.3 

34.3 

99.9 

Note. — The  above  figures  exclude  $12.2  million  of  ICA  funds  made  available  in  1955  for  the  direct  dollar 
costs  of  certain  militarv  projects  now  administered  by  the  Joint  United  States  Military  Advisory  Group 
JUSMAG). 


Technical  cooperation 

Assistance  under  technical  cooperation  has  been  concentrated  primarily  in 
agriculture,  public  works,  public  health,  and  education,  with  some  attention 
devoted  also  to  the  fields  of  labor,  public  information  and  public  administration. 
The  projects  have  sought  chiefly  to — 

(a)  increase  agricultural  productivity  and  to  bring  about  diversification  of 
agriculture  so  as  to  reduce  Thailand’s  overwhelming  dependence  on  rice; 

(5)  improve  transport  facilities,  increase  power  output,  and  explore  and  gage 
Thailand’s  mineral  resources  and  ground  water  supplies; 

(c)  launch  programs  for  the  control  of  communicable  diseases,  especially 
malaria,  and  for  the  provision  of  safe  water  supplies  and  sanitation,  as  well  as 
to  develop  the  educational  and  training  facilities  required  to  enable  Thai  tech- 
nicians to  carry  out  an  expanded  public  health  program ; 

( d ) establish  technical  training  and  teacher  training  facilities  to  help  supply 
the  trained  personnel  needed  for  development  throughout  the  economy  and  to 
help  overcome  the  acute  shortage  of  teachers  at  all  levels  of  education. 

The  technical  cooperation  funds  are  used  to  meet  the  costs  of  supplies  and 
equipment  imported  for  the  joint  projects ; the  salaries  and  support  of  American 
technicians  brought  to  Thailand ; the  costs  of  technical  services  contracts  with 
United  States  engineering  firms,  universities,  and  other  agencies  providing 
technical  experts  for  the  aid  projects;  and  the  training  of  Thai  nationals  in 
the  United  States. 


ECONOMIC  AID 

While  funds  for  technical  cooperation  have  been  continued  at  roughly  the 
same  level,  economic  aid  funds  were  increased  to  a level  of  approximately  $30 
million  each  year  in  1955  and  1956.  These  funds  have  been  devoted  primarily 
to  the  field  of  transport,  including  highways,  railways,  and  air  transport. 
Assistance  is  also  provided  to  tank  irrigation  and  ground  water  research,  pri- 
marily in  the  arid  northeast  area. 

Of  the  total  economic  aid  of  $59.2  million  in  1955  and  1956,  an  amount  of  $18.8 
million  has  been  used  to  meet  the  direct  dollar  costs  (mainly  for  imported  sup- 
plies and  equipment)  of  the  aid  projects.  The  balance,  $40.4  million,  is  made 
available  to  Thai  commercial  importers  for  the  import  of  needed  commodities — 
such  as  textiles,  petroleum  products,  medicines  and  drugs,  electrical,  industrial, 
and  agricultural  equipment — and  the  baht  paid  by  the  importers  are  used  by  the 
Government  of  Thailand  to  meet  the  domestic  costs  of  the  aid  projects.  The 
economic  aid  funds  thus  help  to  conserve  Thailand’s  foreign  exchange,  and 
directly  supplement  the  Government’s  budgetary  resources. 

The  major  portion  of  the  funds  generated  by  these  imported  commodities  goes 
into  the  domestic  costs  of  the  economic  aid  projects,  while  a portion  has  been 
programed  to  meet  domestic  costs  of  the  technical  cooperation  projects  as  well 
as  some  of  the  military  aid  projects. 
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DISTRIBUTION  OF  PROGRAM  FUNDS 

The  distribution  of  total  program  funds  by  field  of  activity  is  as  follows : 

Distribution  of  technical  cooperation  and  economic  aid  funds,  1951-56,  by  field 

of  activity 

Millions 
of  dollars 1 


Agriculture  and  national  resources 13.  0 

Industry  and  mining 2.  8 

Transportation 52. 1 

Labor . 1 

Health 11. 3 

Education 5.  2 

Public  administration 1.  3 

Other f 2.  0 

Plus  generated  baht  programed  for  military  projects 12. 1 


Total . 99.  9 


1 Includes  generated  baht  programed  to  the  various  economic  aid  and  technical  coopera- 
tion projects. 

The  distribution  of  funds  according  to  the  various  types  of  assistance  provided 
is  as  follows : 


Distribution  of  technical  cooperation  and  economic  aid  funds,  1951-56,  by 

project  elements 

Millions 
of  dollars 


Overseas  training 4.  7 

United  States  technicians 7.  7 

Contract  services 12.  6 

Supplies  and  equipment 74.  9 


Total 99.  9 


SPECIAL  ASPECTS 

The  technical  cooperation  projects  concerned  directly  with  increasing  pro- 
duction and  raising  health  and  education  standards  are  being  supplemented 
to  an  increasing  degree  by  assistance  in  the  field  of  public  administration.  The 
modernization  and  strengthening  of  government  budgetary,  fiscal,  and  planning 
procedures  are  vital  to  the  long-run  success  of  the  efforts  in  the  technical  fields 
and  to  the  optimum  utilization  of  resources  for  development.  The  aid  program 
is  providing  increased  assistance,  in  the  form  of  technical  advisory  services,  in 
the  public  administration  field. 

The  United  States  has  sought  to  assist  in  regional  cooperation  and  joint 
planning  on  the  part  of  Thailand  with  neighboring  states.  The  United  States 
planned  and  financed  the  improvement  of  rail  and  river  transport  facilities 
between  Thailand  and  Laos.  A contract  to  be  financed  by  the  United  States 
for  a survey  of  telecommunications  between  Thailand,  Laos,  Cambodia,  and 
Vietnam  is  being  negotiated,  and  a preliminary  reconnaissance  of  the  Mekong 
River,  which  flows  through  all  four  countries,  has  just  been  completed.  In 
addition,  Thailand  has  provided  training  to  technicians  from  neighboring 
countries  in  the  fields  of  agriculture,  public  health,  finance,  and  education.  Pro- 
posals for  further  regional  development  projects,  such  as  telecommunications 
development  and  rinderpest  control,  which  may  qualify  for  financing  under  the 
Asian  economic  development  fund  are  now  being  formulated. 

Within  Thailand,  assistance  under  the  aid  program  has  been  concentrated  in 
the  depressed  and  arid  northeast  region.  The  development  of  irrigation  facili- 
ties and  highway  and  railway  facilities,  the  agricultural  extension  work,  and 
many  activities  in  the  health  and  education  fields  have  given  first  priority  to 
the  economic  betterment  of  this  part  of  the  nation  which  needs  assistance  most 
urgently. 

A summary  of  the  major  projects  and  accomplishments  to  date  inclusive  of 
both  technical  cooperation  and  economic  aid,  in  each  field  of  activity,  is  given 
in  the  following  pages. 
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AGRICULTURE  AND  NATURAL  RESOURCES 

I.  Summary 

A basic  aim  of  the  present  program  of  American  aid  to  Thailand  in  the  field 
of  agriculture  is  to  help  the  Ministry  of  Agriculture  convince  the  80  percent  of 
the  population  who  make  their  living  in  this  field  that  they  can  be  more  prosper- 
ous and  lead  fuller  lives  simply  by  making  better  use  of  the  resources  already 
in  their  hands. 

Only  one-fifth  of  the  dollar  aid  during  the  past  5 years  has  been  used  for 
personnel.  Four-fifths  was  used  for  commodities.  The  technicians  financed 
with  dollar  aid  were  55  American  and  183  Thai,  80  percent  of  whom  were  related 
to  4 activities,  namely,  agricultural  education ; crop  and  livestock  improvement ; 
water  resources  development;  and  agricultural  economics,  particularly  coopera- 
tives, credit,  marketing  and  statistics.  The  major  emphasis  of  the  program  in 
the  past  5 years  has  been  in  these  4 fields.  More  than  50  percent  of  the  dollar 
aid  used  for  commodities  went  to  water  resources  development.  (The  details 
of  water  resources  activities  are  discussed  under  the  public  works  and  industry 
section,  below.)  In  comparison,  only  minor  attention  has  been  focused  on  soils, 
forestry  and  fishing.  It  is  worth  noting  too  that  almost  as  much  emphasis  has 
been  placed  on  upland  crops  as  on  rice. 

Higher  education  in  agriculture,  forestry,  and  fisheries  at  Kasetsart  Uni- 
versity continues  to  make  progress  not  only  in  additional  trained  personnel, 
better  facilities  and  curriculum  but  notably  also  in  organization  and  adminis- 
tration. Research  facilities  and  personnel  have  progressed  steadily.  Some 
progress  has  been  made  each  year  toward  the  establishment  of  an  extension 
service. 

Higher  yielding  rice  seed  have  been  developed  and  are  being  multiplied  at  a 
satisfactory  rate.  Forage  crops  tested  will  support  a profitable  livestock  in- 
dustry, which  can  include  cattle,  buffaloes,  hogs  and  poultry.  Fiber,  oil,  feed 
sugar  and  vegetable,  fruit  and  industrial  crop  production  have  shown  the  great- 
est increases.  Protection  is  now  available  against  many  destructive  insects  and 
plant  diseases. 

Water  facilities  completed  in  the  northeast  region  have  provided  additional 
domestic  and  farming  supplies  during  the  drought  seasons.  Both  marine  and 
inland  fish  production  have  increased. 

A vast  store  of  fundamental  facts  about  Thai  soils  has  been  collected.  Facili- 
ties for  soils  research  are  almost  completed.  Most  of  the  imported  equipment 
has  been  installed. 

More  credit  has  become  available  to  Thai  farmers  through  cooperatives  and 
other  financial  organizations.  New  marketing  facilities  have  been  completed. 
More  reliable  market  information  is  available  on  both  the  supply  of  and  the 
demand  for  farm  products. 

The  program  has  not  yet  succeeded  in  its  primary  purpose  of.  reaching  the 
greatest  possible  number  of  rural  people  in  Thailand.  Soil  research  has  not 
yet  included  enough  work  on  land  management  and  land  use  capabilities.  Water- 
resource  development  has  overlooking  the  possibilities  of  increasing  the  moisture 
retention  capacity  of  each  farmer’s  land  and  the  collection  and  storage  of  rain- 
water for  the  domestic  use  of  each  farm  family.  Extension  work  is  still  inade- 
quately planned,  and  largely  omits  work  with  farm  women  to  overcome  extremely 
serious  nutrition  deficiencies  in  rural  areas.  However,  trained  manpower  and 
scientific  knowledge  are  now  being  devoted  to  a program  that  will  produce 
substantial  benefits  to  the  people  of  Thailand  who  earn  their  livelihood  from 
agriculture. 

RICE  IMPROVEMENT 

If  rice-production  efficiency  is  materially  increased  in  Thailand,  and  the 
world  rice  situation  be  such  that  more  rice  is  needed,  higher  domestic  and 
export  needs  could  be  met  by  using  each  year  only  the  amount  of  land  presently 
required.  If  greater  rice  crops  are  not  needed,  some  of  the  land  normally 
, used  for  rice  may  be  available  for  growing  other  crops ; or  it  may  be  improved 
' in  fertility  by  following  soil-building  programs.  This  gives  Thailand  a flexible 
i program. 

, Objectives 

1.  To  discover  or  develop  new  varieties  of  rice  of  high  quality  and  yield. 

2.  To  determine  by  means  of  adequate  tests  which  varieties  are  the  best  for 

! different  areas. 

| 
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3.  To  produce  varieties  that,  without  any  change  in  the  farmers’  cultural 
practices,  will  give  both  a good  quality  and  a higher  yield  per  unit  of  land. 

4.  To  multiply  seed  of  each  proven  variety  for  distribution  to  the  ricegrowers. 

Operations 

Short  courses  have  been  held  to  train  a large  number  of  men  to  assist  in 
handling  the  many  experiments.  This  was  necessary  before  a large-scale  pro- 
gram could  be  developed.  The  program  was  operated  along  three  main  lines: 

1.  Variety  evaluation. — Determine  through  appropriate  field  and  laboratory 
experiments  the  yielding  ability  and  quality  of  rice  varieties  already  available. 

2.  Selection  of  heads  or  plants. — Securing  a collection  of  higher  yielding  in- 
dividual plants  useful  for  crossing  with  the  best  already  available  varieties. 

3.  IJybridization. — Variety  evaluation  and  selection  may  not  alone  result  in 
producing  the  most  desirable  plants.  Therefore,  it  has  been  necessary  to  cross 
different  varieties  for  the  purpose  of  combining  in  one  type  the  good  character- 
istics possessed  by  the  parents. 

Accomplishments 

Some  200  men  have  been  trained  to  handle  necessary  experiments. 

A total  of  3,750  Thai  and  1,500  foreign  varieties  have  been  grown  in  observa- 
tion and  yield  tests;  some  50  tests  were  made  at  the  experiment  stations,  and 
130  regional  variety  tests  were  conducted  on  farms  during  1955.  From  a test  of 
25  varieties  grown  at  Bangkhen,  1951-54,  Knao  Tah  Haeng  gave  an  average  yield 
of  555  Kg/Rai,  while  some  other  commonly  grown  varieties  gave  only  480,  448,. 
418,  and  337 ; the  last  variety  thus  gave  only  61  percent  as  much  as  Khao  Tah 
Haeng.  From  a test  of  35  varieties  grown  near  Chiengmai,  1953-54,  the  highest 
yielding  one  gave  614  Kg/Rai,  while  the  lowest  gave  only  335.  Many  other  sim- 
ilar results  have  been  obtained.  Regional  tests  indicate  that  the  better  varieties 
sent  out  from  the  experiment  stations  exceed  the  varieties  used  by  the  farmers  by 
an  average  of  15.4  percent. 

A total  of  233,000  individual  selections  have  been  tested  in  thousands  of  plots. 
Some  of  these  show  increases  of  18  to  40  percent  over  the  check  varieties  in 
replicated  tests.  Over  1,130,000  plants  from  hybrids  have  been  studied.  No  lines 
are  yet  pure  enough  to  put  in  yield  tests. 

The  testing  program  has  developed  so  that  the  project  is  now  ready  for  the 
last  step,  seed  multiplication.  A good  beginning  has  been  made  in  making  plans 
for  seed  multiplication  during  1956.  Farmers  in  33  Changwads  will  grow  seed 
from  improved  varieties  for  further  distribution.  There  is  much  interest  on  the 
part  of  Government  officials,  farmers,  and  millers  in  this  work.  A large  number 
of  these  have  observed  the  differences  in  varieties  by  looking  over  regional  tests. 
Good  seed  will  be  available  to  many  farmers  in  1957  and  1958. 

UPLAND  CROP  IMPROVEMENT 

Objectives 

Upland  crop-improvement  work  encourages  the  efficient  production  of  diversi- 
fied farm  crops  in  order  to  provide  higher  income  and  better  living  standards  on 
the  farm,  to  satisfy  the  domestic  demand  for  farm  produce,  and  to  stimulate 
production  of  selected  crops  for  the  export  markets.  Specific  objectives  are : 

1.  To  determine  the  suitability  of  specific  crops  to  the  various  soil  and  climatic 
regions  within  Thailand,  and  the  most  efficient  cultural  practices;  of  these  crops 
as  applied  to  Thailand. 

2.  In  cooperation  with  the  experiment  stations,  Extension  Service,  and  agri- 
cultural officers  of  Thailand,  to 

(а)  Demonstrate  efficient  production  and  marketing  methods,  and 

(б)  To  train  Thai  participants  for  the  purpose  of  extending  the  program 
in  future  years. 

3.  To  give  practical  aid  in  securing  seed,  machinery,  and  other  commodities 
to  hasten  accomplishment. 

4.  To  encourage  Thai  agricultural  technicians  to  seek  further  education  and 
to  train  others. 

Operations  and  accomplishments 

Advice  and  assistance  is  given  to  Thai  technicians  on  problems  pertaining  to 
agronomic  crops,  including  (1)  fiber — kenaf,  ramie,  jute;  (2)  oil — oil  palm, 
peanuts,  castor  bean;  (3)  feed — corn,  beans,  legumes;  (4)  pasture — grasses  and. 
legumes;  and  (5)  sugarcane. 
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Assistance  is  supplied  also  on  problems  relating  to  horticultural  crops,  includ- 
ing coffee,  citrus,  cacao,  miscellaneous  fruits  and  vegetables,  associated  tree 
crops,  such  as  rubber  and  kapok,  pepper  and  other  spices. 

Tests  of  various  species  and  varieties  in  varying  soil  and  climatic  conditions 
have  been  the  subject  of  special  reports  by  the  horticultural  specialist  and  the 
agronomist  of  USOM. 

Agricultural  technicians  have  been  trained,  both  in  Thailand  and  in  the  United 
States,  with  results  that  already  are  showing  up  to  Thailand’s  advantage  in 
various  agricultural  areas  of  the  nation. 

plant  protection 

Objectives 

Insects  and  plant  diseases  are  the  bane  of  farming  the  world  over.  No  farm 
in  the  land  escapes  attack,  and  the  destruction  inflicted  takes  a tremendous 
slice  of  the  prospective  farm  income  every  year,  in  terms  of  crop  reduction — in 
both  yield  and  quality.  Reduction  of  the  extent  of  damage  will  add  food  to  the 
farm  table  and  at  the  market  place.  Project  objectives  are : 

1.  To  train  Thai  technicians,  and  through  them  the  farmers,  in  the  best 
methods  of  insect  and  plant-disease  control. 

2.  To  assist  in  the  control  program  by  advising  on  insecticides  and  fungicides, 
the  selection  of  resistant  varieties,  the  introduction  of  superior  stock  from 
abroad,  and  the  application  of  biological  and  cultural  deterrents. 

Operations  and  accomplishments 

1.  Coconut  beetles. — In  a demonstration  near  Takbai,  a team  of  men  and  a 
chain  saw  have  cut  more  than  2,500  palms  this  year  in  a “war”  on  the  rhinoceros 
beetle.  This  is  part  of  a palm-felling  operation  which  wTill  establish  a corridor 
between  infested  and  uninfested  areas. 

2.  Peanut  leaf  miner. — Trials  at  Roi-et  have  shown  the  high  effectiveness  of 
the  insecticides  known  as  Falidol  E-605,  Dieldrin  and  Diozinon.  Yields  were 
increased  by  40  percent. 

3.  Cotton  insects. — At  the  Sri  Samrong  Station  insecticides  used  on  bollworms, 
leafhoppers  and  aphids  resulted  in  doubling  of  cotton  yields. 

4.  Rice  diseases. — A disease  nursery  is  being  established  this  year  at  Bangkhen 
to  determine  which  varieties  are  most  resistant. 

5.  Stored  feed. — This  year  at  Tha  Phra  complete  protection  from  insects  was 
attained  when  the  storage  bins  were  sprayed  with  Dieldrin  inside  and  out 
before  placing  any  feed  in  them.  The  same  procedure  will  be  followed  at  other 
livestock  stations. 

6.  USOM  is  assisting  the  Ministry  of  Cooperatives  in  undertaking  an  insect- 
control  action  program  for  a large  number  of  storage  centers,  particularly  to 
cut  down  insect  damage  to  stored  rice,  a national  loss  which  is  estimated  at 
10  percent  per  season. 


SOIL  FERTILITY  AND  MANAGEMENT 

Objectives 

Land  is  one  of  the  basic  resources  of  any  sound  economy.  An  intimate  knowl- 
edge of  soils  is  fundamental.  Lacking  such  knowledge,  farming  must  proceed 
on  a hit-or-miss  basis.  The  selection  of  crops  to  be  grown,  the  choice  of  varieties, 
the  right  fertilizer  formulas,  and  other  basic  decisions,  depend  on  accurate  and 
detailed  soils  information.  The  United  States  is  assisting  in  development  of 
research  and  training  in  the  following  fields : 

1.  Soil  chemistry. 

2.  Soil  fertility,  upland  crops. 

3.  Soil  fertility,  rice. 

4.  Land  use  and  soil  management. 

Operations  and  accomplishments 

1.  Twelve  participants  are  studying  soil  testing  in  the  United  States ; one 
other  has  returned. 

2.  A new  soils  laboratory  has  been  established  and  equipped  at  Kasetsart  Uni- 
versity and  approximately  $10,000  wrorth  of  scientific  equipment  and  supplies 
have  been  obtained  from  the  United  States  for  training  purposes. 

3.  Yield  increases  of  upland  crops  as  high  as  100  percent  have  been  recorded  in 
demonstrations  with  commercial  fertilizers. 

4.  Detailed  training  in  field  pilot  work  has  been  given  to  Thai  officers  and 
technicians  at  6 experiment  stations. 
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5.  Rice  yield  responses  to  commercial  fertilizers  have  ranged  from  25-  to  200- 
percent  increases. 

6.  On  certain  acid  paddy  soils,  finely  ground  rock  phosphate,  which  costs  much 
less  than  superphosphate,  has  proved  to  be  a satisfactory  source  of  phosphorus 
for  crops. 

7.  Assistance  in  design,  establishment  and  care  of  fertility  experiments  has 
been  given  to  6 Thai  officials  and  to  the  staffs  of  7 experiment  stations. 

8.  Many  Thai  technicians  have  become  proficient  in  making  scientifically 
useful  reports  on  soils  research  work. 

EXTENSION 

It  is  through  extension  that  Thai  farmers  are  reached  with  the  kind  of  knowl- 
edge that  can  be  put  to  immediate  use.  Extension  is  the  medium  for  teaching, 
training,  and  demonstration  at  the  farm  level.  Agricultural  research  and  tech- 
niques funnel  down  through  extension  to  the  family  on  the  farm.  Working 
through  the  eight  regional  extension  centers  and  through  the  Amphur,  Changwad, 
and  regional  agricultural  officers — under  the  direction  of  the  Department  cf 
Agriculture — the  Extension  Service  keeps  close  contact  every  day  with  groups 
of  farmers  and  with  individual  farmers.  It  brings  its  own  field  staff  up-to-date 
through  frequent  courses  conducted  by  top-grade  specialists.  It  introduces  seeds- 
and  cuttings  for  local  trials,  shows  how  to  use  fertilizers  and  insecticides,  teaches 
how  to  plant  and  cultivate  and  how  to  conserve  soil  and  water.  Extension  also 
moves  into  the  farm  home  with  the  latest  information  on  nutrition,  child  care, 
home  sanitation,  and  home  crafts.  It  also  reaches  the  younger  members  of  the 
household  through  its  Yuwa  Kasikorn  Clubs,  so  that  the  younger  generation 
will  be  trained  to  carry  on  with  improved  techniques. 

A.  Agricultural  extension 

Objectives 

1.  To  raise  the  standard  of  living  of  the  rural  people  of  Thailand  by  teaching 
them  to  help  themselves  through  better  utilization  of  soils,  water,  manpower,  and1 
available  tools ; use  of  better  farming  methods  and  techniques ; use  of  agricul- 
tural information  materials. 

2.  To  make  available  information  concerning  marketing,  distribution,  and 
utilization  of  farm  products. 

3.  To  coordinate  the  efforts  of  related  organizations  in  making  profitable 
uses  of  farm  credit. 

Primary  emphasis  is  placed  on  the  training  of  Thai  extension  workers  at  all 
levels.  The  work  is  being  concentrated  in  the  most  needy  parts  of  northeastern 
Thailand. 

Operations  and  accomplishments 

1.  An  in-service  training  program  for  extension  workers  has  been  started  (as 
of  April  10-11). 

2.  Some  villages  in  Thailand  have  been  organized  into  working  units  where 
rural  people  may  state  their  needs  and  desires,  obtain  new  ideas,  receive  new 
seeds  and  plants,  obtain  aid  in  insect  and  disease  control  and  learn  improved 
farming  methods  and  techniques. 

3.  New  and  improved  plants  have  been  brought  from  abroad  for  farm  trial, 
and  plants  have  been  taken  from  other  parts  of  Thailand  to  the  northeast  for 
trial  plantings  and  observation. 

4.  A vegetable  market  has  been  established  with  farm  produce  from  the 
Chiengmai  area  being  sold  to  the  Navy  Exchange  in  Bangkok. 

5.  Eight  regional  directors  of  the  extension  centers  have  received  training  in 
the  United  States.  Two  are  now  in  the  States  completing  their  work.  One  has 
completed  training  in  extension  information  and  is  now  Chief  of  the  Extension 
Information  Section.  One  home  demonstration  participant  will  go  for  training 

S°6D  Vehicles,  audiovisual  units,  sprayers,  dusters,  insecticides,  fungicides,  small 
tools,  machines,  and  other  commodities  have  been  provided. 

7 The  region  around  Korat  has  been  designated  a pilot  area  for  home  demon- 
stration work  in  Thailand.  Thirteen  teachers  will  be  recruited  and  given  pre- 
service training  at  Kasetsart  for  8 weeks.  They  will  then  take  their  places  in 
the  field  at  the  Changwad  level  and  continue  their  training  in  the  extension  in- 
service  training  program. 
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B.  Rural  youth  extension 

Objectives 

The  purpose  of  this  project  is  to  provide  a program  especially  suited  to  the 
development  of  rural  young  people  of  Thailand.  The  rural  youth  organization 
is  similar  to  the  4— H Clubs  in  the  United  States.  The  project  seeks  to  train 
rural  young  people  in  home  economics  and  agricultural  methods;  to  give  first- 
hand experience  in  modern  agriculture  through  home  and  school  projects,  prac- 
ticing the  motto  “Learn  by  doing”  ; to  develop  rural  leadership ; to  dignify  agri- 
culture in  the  eyes  of  young  people ; to  teach  cooperative  action  and  democratic 
procedures ; as  a way  to  solve  community  problems ; to  build  good  character  and 
improve  personality ; to  develop  civic  loyalty  and  good  citizenship. 

Operations  and  accomplishments 

The  rural  youth  program  is  3 years  old,  and  is  carried  out  under  the  Youth 
Section  of  the  Extension  Division  of  the  Department  of  Agriculture. 

Clubs  have  been  organized  in  16  Changwads.  There  are  50  home  project  clubs 
with  200  members,  75  leaders  and  260  officers. 

More  than  2,200  members  are  enrolled  in  school  projects.  About  1,000  members 
are  raising  15.000  chickens,  and  3,000  are  operating  30,000  square  meters  of 
vegetable  gardens.  Several  hundrecTbfhers  are  raising  rabbits,  pigs,  and  fish. 

Members  are  using  improved  breeding  stock,  improving  livestock  sanitation, 
vaccinating  to  control  disease,  using  better  equipment  and  fertilizers,  trying  new 
vegetable  crops  and  better  varieties,  making  compost,  improving  cultivation 
methods,  and  following  other  sound  practices.  They  are  learning  hGW  to  keep 
records  on  the  farm  business. 

Two  training  schools  have  been  held  in  Bangkok  for  training  agricultural 
■extension  officers  on  conduct  of  rural  youth  work. 

Two  national  events  have  been  held  to  recognize  members  for  outstanding 
work,  the  second  on  April  24-27  this  year. 

One  participant,  now  training  in  LH  and  Rural  Youth  work  in  the  United 
States,  will  return  in  May  to  resume  his  duties  as  National  Rural  Youth  leader. 

C.  EXTENSION  INFORMATION 

A sound  information  program  is  the  mainstay  of  agricultural  extension  audio- 
visual methods,  in  particular,  supply  the  most  dependable  means  of  winning  the 
interest  of  the  rural  people.  In  Thailand,  as  elsewhere,  it  is  important  that 
extension  teaching  receive  the  support  of  an  alert  and  comprehensive  informa- 
tion program. 

Objectives 

1.  To  assist  the  Thai  Agricultural  Extension  Service  in  its  extension  teaching 
and  demonstration  work. 

2.  To  advise  the  Thai  Department  of  Agriculture  on  organization,  staffing, 
training,  and  equipment  of  its  extension  information  section. 

3.  To  advise  and  assist  in  production  of  informational  materials. 

■Operations  and  accomplishments 

Publications  issued  since  1951  and  scheduled  through  1956  number  nearly  100. 
They  cover  a wide  range  of  subjects,  mostly  in  the  how-to-do-it  category. 

A series  of  courses  on  information  methods  is  planned  for  each  of  the  eight 
extension  centers ; the  first  course  has  already  been  held. 

Training,  production,  and  facilities  are  being  built  up  at  a gradually  accelerat- 
ing rate.  United  States  supplied  equipment  includes  a multilith,  3 mobile  audio- 
visual units — 1 delivered  and  2 on  order — and  various  other  items. 

AGRICULTURAL  ENGINEERING 

Touching  nearly  all  phases  of  the  agricultural  program  is  the  specialized 
engineering  required  to  discover  and  test  the  tools  of  farming.  These  range 
from  small  handtools  and  light  implements  to  heavy  machinery.  Many  adapta- 
tions are  required.  Once  proper  equipment  is  acquired,  the  continuing  problem 
is  to  see  that  it  is  kept  busy  at  its  job  through  constant  supervision  and  mainte- 
nance. 
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Objectives 

1.  To  assess  Thailand’s  farm-equipment  needs. 

2.  To  train  Thai  technicians  in  the  use  and  care  of  farm  machinery. 

3.  To  assist  in  setting  up  a central  repair  and  machine  shop  and  repair  parts 
depot  for  the  servicing  of  the  Thai  Government’s  mechanized  farm  equipment. 

4.  To  assist  in  improvement  of  rice-storage  facilities. 

5.  To  assist  in  planning  the  northeast  Thailand  land-clearing  and  leveling 
project. 

6.  To  set  up  a 200-acre  completely  mechanized  rice  farm  at  Klong  I,  as  re- 
quested by  the  rice  department. 

Accomplishments 

1.  Equipment  survey  completed,  and  Thai  officials  advised  as  to  equipment 
needs. 

2.  Operation  and  maintenance  schools  conducted  at  seven  experiment  stations. 

3.  Building  of  land  leveler  of  local  materials  supervised.  Test  plots  leveled 
at  Roi-Et  Experiment  Station. 

4.  Assisted  in  erection  of  10  Butler  steel  storage  bins  for  storage  of  rice  and 
corn. 

5.  Drafted  proposal,  after  preliminary  survey,  regarding  northeast  Thailand 
land-clearing  and  leveling  project. 

6.  Began  series  of  extension-center  courses  in  selection,  operation,  and  main- 
tenance of  types  of  farm  equipment  required  by  Thailand’s  farmers. 

AGRICULTURAL  ECONOMICS 

A.  Agricultural  organization 

Assistance  has  been  given  during  the  past  4 years  in  the  organization  and 
operation  of  cooperatives  to  deal  with  the  problems  of  land  development  and 
settlement,  the  processing  and  marketing  of  farm  products,  and  the  provision 
of  credit  facilities.  Special  emphasis  has  been  placed  on  land  development. 

Objectives 

1.  To  increase  the  amount  of  available  productive  land  and  the  yields  there- 
from as  rapidly  as  practicable. 

2.  To  provide  better  agricultural  credit  service  by  strengthening  provincial 
banks  at  Chiengami  and  Uttradit.  A B5  billion  counterpart  loan  has  been  made 
available  for  this  purpose. 

3.  To  advise  and  assist  on  the  improvement  of  farm  products  storage,  process- 
ing, and  marketing ; and  to  demonstrate  the  sound  relationship  between  market- 
ing and  production  credit. 

Operations  and  accomplishments 

1.  Thirty-five  tractors  with  attachments  were  brought  into  Thailand  in  1953 
and  put  to  use  clearing  land,  ditching,  dyking,  and  cultivating.  A large  pro- 
portion of  the  tractors  was  assigned  to  the  Northeast. 

2.  USOM  has  supplied  the  Land  Department  with  200  six-inch  pumps,  10 
eight-  and  twelve-inch  pumps,  and  20  large  irrigation  pumps.  The  small  pumps 
were  sold  to  farmers  for  their  own  use ; the  medium-sized  pumps  were  for  instal- 
lation in  the  Rang  Sit  area ; the  large  pumps  went  to  the  central  Plains  and 
Northeast. 

3.  The  advantages  of  decentralized  branch  banking  have  been  demonstrated. 
Credit  societies,  previously  obtaining  capital  from  the  Bank  for  Cooperatives, 
are  now  served  by  the  banks  at  Chiengmai  and  Uttradit. 

4.  A counterpart  loan  fund  of  B3  million  for  “controlled  or  supervised”  credit 
was  approved  to  enable  farmers  to  obtain  needed  funds  through  their  credit 
societies  with  paddy  as  security. 

5.  The  “controlled  credit”  plan  has  resulted  in  an  increase  in  storage  use  of 
go-downs  by  the  10  paddy  marketing  associations  from  54  to  92  percent. 

6.  USOM  has  supplied  the  Ministry  of  Cooperatives  with  10  grain  storage 
bins  and  with  loading  and  drying  equipment.  Counterpart  funds  were  provided 
for  installation  which  is  nearing  completion. 
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B.  Marketing  and  statistics 

Marketing,  both  domestic  and  foreign,  holds  exceptional  opportunity  for  de- 
velopment. It  involves  storage,  processing,  distribution,  financing,  and  man- 
agement. A prerequisite  is  the  gathering  of  reliable  statistical  information  and 
its  accurate  interpretation.  It  is  important  to  know  costs  of  production  in 
relation  to  middleman  charges  and  sales  prices. 

Objectives 

The  major  objective  is  to  find  and  exploit  export  markets  which  will  bring 
in  additional  funds  to  pay  for  new  investments,  build  up  personal  income,  and 
permit  imports  of  products  which  Thailand  needs.  Close  on  the  heels  of  this 
problem  comes  that  of  increasing  domestic  consumption  of  a wide  variety  of 

items. 

Operations  and  accomplishments 

1.  Agricultural  statistics. — An  S-year  review  of  agricultural  data  has  been 
completed  and  is  in  process  of  publication. 

2.  Crop  estimating. — A detailed  plan  for  a reporting  system  has  been  developed 
and  met  approval  by  the  Ministry.  It  awaits  only  provisions  for  staffing. 

3.  Information  service  for  exporters. — Simplified  information  on  1954  agricul- 
tural exports  and  imports  was  published  last  summer  in  English  and  Thai. 

4.  Costs. — A survey  of  costs  of  pork  production  is  now  being  made  near 
Bangkok  and  will  be  expanded  on  return  of  a participant  now  training  in  the 
United  States. 

5.  Economic  studies. — A study  of  pump-irrigation  feasibility  at  Pottaram  has 
been  made,  and  also  one  of  the  lac  industry. 

6.  Marketing  studies. — Preliminary  studies  in  Bangkok  reveal  a serious  lack 
of  data  on  receipts : a labor  inefficiency  that  may  be  remedied  at  a propitious 
time  in  the  future  by  simple  mechanization : and  the  desirability  of  improve- 
ments in  the  handling  of  fruits  and  vegetables. 

LIVESTOCK  IMPROVEMENT  AND  DISEASE  CONTROL 

The  high  value  which  the  Thai  Government  pTaces  on  this  activity  is  evi- 
denced by  the  fact  that,  of  the  joint  financial  support  to  the  project,  the  Thai 
Government  has  contributed  S5  percent  (Baht  equivalent  to  S3. 913. 776),  as 
compared  with  the  United  States  contribution  of  15  percent  (S570.000). 

Objectives 

1.  Open  export  markets  to  Thai  livestock  producers. 

2.  Train  Thai  technicians  in  all  phases  of  livestock  production. 

3.  Make  available  animal  protein  for  diet  of  the  people. 

4.  Improve  the  economic  condition  of  Thai  farmers. 

5.  Develop  both  external  and  internal  processing  and  marketing  facilities  for 
livestock. 

6.  Improve  land  and  water  utilization. 

Ac  com  plishments 

1.  Ban  on  livestock  export  has  been  modified. 

2.  National  Serum  and  Vaccine  Laboratory  at  Pak  Chong  improved,  diag- 
nostic laboratory  built  at  Bangkok,  and  a nutrition  laboratory  at  Muaklek. 

3.  The  Thai  Government,  USOM.  and  FAO  are  establishing  a foot-and-mouth 
disease  laboratory  at  Pak  Chong. 

4.  The  Thai  Government,  USOM.  and  FAO  are  cooperating  with  Laos.  Cam- 
bodia. and  Vietnam  in  a regional  rinderpest  eradication  program. 

5.  Six  breeding  stations  have  been  improved. 

6.  Feed  and  forage  production  studies  at  Tha  Phra  during  1955  demonstrated 
that  sufficient  quantity  and  quality  of  feed  and  pastures  can  be  developed  to 
support  an  improved  and  enlarged  livestock  program. 

7.  An  agreement  has  been  concluded  to  use  the  Tha  Phra  Station  for  training 
personnel. 

S.  Fifteen  participants  have  been  sent  to  the  United  States  and  1 to  England 
(9  participants  have  been  sent  to  the  other  countries  by  FAO) . 

9.  Plans  are  being  completed  for  the  implementation  of  the  regional  rinderpest 
eradication  program.  The  Ministry  of  Agriculture  is  submitting  a livestock 
production  and  marketing  program  to  utilize  information  developed  during  the 
last  4 years. 


9 1<S  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 


FISHERIES  PROJECT 

Objectives 

Prior  to  the  inception  of  the  fisheries  project  in  1951,  marine  fishing  was  com- 
paratively undeveloped  in  Thailand.  The  department  of  fisheries  had  given 
most  of  its  attention  to  the  licensing,  reporting,  and  a limited  amount  of  fish- 
culture  work.  The  department  had  only  a few  men  who  were  fully  trained 
technologists — in  fact,  none  in  marine  fisheries  and  none  in  cooperatives  or  in 
modern  pond-fish  culture.  The  fisheries  project  helps  to  train  fishermen  and 
fisheries  technicians  in  improved  methods  which  will  increase  the  fish  catch  and 
improve  its  utilization.  The  results  will  be  to  improve  the  economic  condition 
of  fishermen,  add  to  national  income,  and  enrich  the  diet  of  Thailand’s  people. 

American  aid  has  supplied  two  specialists  as  advisers  to  the  department  of 
fisheries — one  on  the  marine  or  salt-water  development  and  the  other  on  fresh- 
water fisheries.  It  also  has  provided  advanced  training  in  the  United  States  for 
12  Thai  fisheries  technicians,  and  has  supplied  boats,  equipment,  and  other 
needed  training  and  demonstration  materials. 

Accomplishments 

1.  Progress  in  the  fishing  industry  of  Thailand  in  the  past  5 years  is  in  part 
an  indirect  result  of  American  aid.  For  example,  American  aid  funds  paid  for 
a Japanese  trap  net  and  for  Japanese  fishermen  to  demonstrate  its  use.  From 
that  point,  the  department  of  fisheries  and  the  fishermen  carried  on.  After  two 
fishing  seasons,  every  fisherman  in  Thailand  knew  that  he  could  catch  twice  as 
much  fish  and  better  species  if  he  replaced  the  native-type  bamboo  fish  trap  with 
the  Japanese  type. 

2.  The  fisheries  resources  of  the  Gulf  of  Thailand  have  been  partially  explored. 
The  results  for  prawns  alone  justify  the  expenditures  to  date. 

3.  The  processing  of  fisheries  products  has  begun  to  raise  the  quality  of  dried, 
smoked,  and  salted  fish  and  reawaken  interest  in  other  countries  in  these  tradi- 
tional Thai  exports. 

4.  Fish-marketing  facilities  in  Bangkok  are  improving,  not  only  the  wholesale 
and  retail  handling,  but  also  the  distribution. 

5.  Inland  fish  production  is  on  the  increase  with  the  completion  of  fish  hatch- 
eries and  the  construction  of  4,000  additional  private  fish  ponds  which  have  been 
stocked  with  improved  varieties. 

6.  Specialized  training  of  Thai  technicians  has  been  given  in  the  United  States, 
Indonesia,  Singapore,  Hong  Kong,  and  Japan;  fisherman  and  fishermen’s  sons 
are  being  trained  in  salt-water-fishing  methods  and  gear  making  at  the  marine 
station ; and  training  in  fresh-water-fish  culture  has  been  given  in  Thailand  to 
provincial  Thai  officials  and  to  visiting  officials  from  Burma,  Cambodia,  Vietnam, 
and  now  Laos. 

7.  The  department  of  fisheries  is  vitalized  and  much  more  effective,  especially 
in  the  last  3 years,  in  organization,  planning,  accounting,  analysis,  and  reporting. 

Future  emphasis 

1.  The  most  important  work  yet  to  be  done  is  to  improve  marketing  and  dis- 
tribution so  as  to  get  more  and  better  quality  fish  and  fish  products  to  Thai 
consumers  at  prices  they  can  afford  and  which  represents  a fair  return  to  the 
fisherman. 

2.  The  development  of  good  edible  fish  flour,  fish  meal,  and  prepared  fish  in 
various  forms — any  low-cost,  long-keeping,  easily  transported  fish  product — is 
the  key  to  better  marketing. 

3.  There  is  also  need  for  credit  at  reasonable  rates  of  interest  to  permit  the 
.fisherman  to  purchase  improved  gear. 

public  works  and  industry  program 
Summary 

In  the  fields  of  public  works  and  industry  the  United  States  Government  is 
•assisting  in  projects  aimed  at  improvement  of  the  national  welfare  and  living 
standards,  and  enhancement  of  the  national  defensive  potential,  through  the 
development  of : (1)  transportation  facilities ; (2)  water  resources;  (3)  mining 
and  minerals  processing;  (4)  power  and  communications. 

Major  aid  projects,  past  and  present,  include  assistance  in  the  planning,  pro- 
curement, construction  and  training  phases  of  operations  with  respect  to — 

1.  State  highways,  railways,  and  air  transport. 

2.  Surface  water  storage,  and  ground  water  research. 
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3.  Mining,  minerals  research,  and  geological  explorations. 

4.  Power  exploration  and  development. 

5.  Communications  survey  and  development. 

Assistance  has  also  been  provided  in  port  facilities  improvement ; hydro- 
graphic  studies ; industrial  pilot  plants  and  small  industry  product  development ; 
and  a construction  program  for  the  volunteer  defense  corps. 

Major  accomplishments 

These  activities  have  assisted  the  Thai  Government  to  achieve  the  following: 

1.  The  construction  and  improvement  of  numerous  roadways  and  bridges 
throughout  the  nation. 

2.  The  marked  improvement  of  railway  operations,  together  with  construc- 
tion of  a rail  line  from  Udorn  to  Nongkai;  extensive  shop  facilities;  and  the 
procurement  of  substantial  quantities  of  rolling  stock  and  other  equipment. 

3.  The  establishment  of  improved  aeronautical  communications,  navigational 
aides,  and  air  traffic  control,  at  the  Bangkok  international  airport,  and  at 
14  other  domestic  airfields. 

4.  The  construction  of  numerous  water  storage  reservoirs  throughout  the 
northeast  to  conserve  water  for  irrigation  and  domestic  uses. 

5.  The  establishment  of  a drilling  pattern  for  groundwater  research  in  the 
northeast,  and  the  commencement  of  drilling  operations. 

6.  The  establishment  of  a minerals  experimental  center  in  Bangkok,  and 
experimental  mining  operations  in  other  parts  of  the  nation. 

7.  A study  of  the  electric  power  requirements  of  Bangkok,  and  the  installation 
of  additional  generating  capacity,  both  in  Bangkok  and  in  rural  areas. 

8.  Construction  of  a ferry  landing  to  serve  the  shipment  of  crossriver  goods 
to  Laos. 

9.  The  construction  of  volunteer  defense  corps  training  centers. 

10.  Surveys  of:  (a)  national  and  regional  needs  for  a telecommunications 
system:  (b)  the  national  power  potential,  and  feasible  plant  locations;  (c)  the 
Mekong  River’s  potentialities  for  irrigation,  navigation,  power  and  flood  control ; 

( d ) cottage  and  small  industry  methods,  and  foreign  marketing  possibilities; 

(e)  geological  resources  in  various  parts  of  the  country. 

HIGHWAYS 


Objectives 

1.  To  establish  a modern,  efficient,  and  well-equipped  highway  department. 

2.  To  expand  and  improve  the  existing  national  highway  network. 

3.  To  train  Thai  nationals  in  modern  techniques  of  highway  design  and  con- 
struction. 

An  adequate  highway  network  will  open  up  the  interior  of  Thailand  to  com- 
merce, and  improve  marketing  and  distribution  of  goods,  as  well  as  increase  the 
mobility  of  defense  forces. 

Operations  and  accomplishments 

In  this  field  the  highway  department,  working  with  USOM  supplied  technicians 
has  accomplished  major  improvements  in  operating  techniques  and  departmental 
facilities.  In  addition,  a major  highway  construction  program  has  been  inaug- 
urated and  is  being  successfully  implemented.  The  following  commodities  have 
been  purchased  and  furnished  to  the  highways  department : 

1.  $1,250,000  construction  equipment  and  spare  parts. 

2.  $200,000  repair  and  maintenance  shop  machinery. 

3.  $11,000  laboratory  and  testing  equipment. 

The  large  northeast  highway  project,  a 172  kilometer  highway  between  Sara- 
Buri  and  Korat,  is  now  25  percent  complete.  It  was  undertaken  with  three 
major  services  contracts,  viz : 

1.  Contract  for  $2,500,000  of  construction  equipment  required  for  the  job ; to 
become  the  property  of  the  Thai  Government  upon  completion  of  the  project. 
Contractor : Raymond  Concrete  Pile  Co. 

2.  Contract  for  $1  million  engineering  services  for  the  first  63  kilometers  of 
the  highway.  Engineer:  Sverdrup  & Parcel  Engineering  Co. 

3.  Contract  for  $4  million  construction  services  for  the  first  63  kilometers  of  the 
highway.  Contractor  : Raymond  Construction  Corp. 

Negotiations  for  extensions  to  the  above  contracts  to  complete  the  highway  to 
Korat  are  underway.  These  include  an  additional  $2  million  of  construction 
equipment,  which  also  will  become  the  property  of  the  Thai  Government  upon 
completion  of  the  project. 
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Under  the  expanded  aid  highways  project  USOM  and  the  highway  department 
have  prepared  a plan  for  performing  approximately  $6  million  of  the  fiscal  year 
1956  project  under  a services  contract.  This  contract  will  provide  for  com- 
plete construction  of  the  Pitsanulok-Dansai  highway,  including  the  purchase  of 
$1,600,000  in  construction  equipment  which  will  become  Thai  Government  prop- 
erty. At  the  present  time,  construction  operations  are  underway  on  approxi- 
mately 200  kilometers  of  roadway  and  170  bridges. 

A total  of  20  Thai  participants  have  gone  to  the  United  States  for  training 
in  highway  design  and  construction.  Eight  more  are  scheduled  for  United 
States  training  projects.  In  addition  to  the  above,  many  hundreds  of  Thai  na- 
tionals are  receiving  on-the-job  training  in  construction  techniques  and  equip- 
ment operation,  on  the  current  construction  projects. 

From  1952  to  1955  an  equipment  operators’  training  services  was  conducted 
with  headquarters  at  Bang-Sue.  Approximately  $200,000  of  construction  equip- 
ment was  purchased  for  this  project,  and  7 United  States  technicians  provided 
the  teaching  services.  Between  250  and  350  Thai  equipment  operators  were 
trained  during  this  period. 

railways 

Objective* 

1.  To  improve  and  expand  overall  railway  operations  and  facilities. 

2.  To  train  Thai  nationals  in  modern  methods  of  operation,  management,  and 
construction. 

Operations  and  accomplishments 

In  this  field  USOM  has  assisted  the  state  railways  in  adding  materially  to 
maintenance  facilities,  rolling  stock,  and  other  equipment ; effecting  marked 
improvement  in  railway  operations ; and  undertaking  construction  programs  of 
considerable  magnitude. 

The  following  commodities  and  equipment  have  been  purchased  and  furnished 
to  the  state  railway  : 

1.  2 diesel  electric  generating  sets  at  a total  cost  of  $108,000  installed  at  the 
Makasan  shops. 

2.  $1  million  of  railway  materials  and  supplies  such  as  wheels,  couplers,  air 
brakes,  castings,  etc. 

3.  $350,000  of  equipment  and  machinery  for  the  Korat  shops. 

4.  $34,000  of  test  equipment  and  laboratory  equipment  for  installation  at  vari- 
ous locations  throughout  the  system. 

Construction  of  the  Udorn-Nongkai  line  was  performed  largely  by  state  rail- 
way forces,  utilizing  United  States  furnished  equipment.  Services  of  a local 
contractor  were  utilized  to  some  extent  in  this  work.  The  Udorn-Nonkai  line  is 
presently  95  percent  complete  and  consists  of  54  kilometers  of  single-track  line 
with  all  necessary  sidings,  bridges,  and  yards.  The  total  cost  of  this  new  line, 
including  construction  costs,  materials,  and  equipment  is  $4  million.  In  addition, 
$1,100,000  of  rolling  stock  and  communications  equipment  is  under  procurement. 

A ferry  landing  and  railway  spur,  which  will  form  the  extreme  terminus  of  the 
northeast  system,  have  been  planned  and  approved.  Foundation  investigations 
are  underway  and  construction  will  begin  shortly.  This  will  provide  facilities  to 
accommodate  the  movement  of  traffic  and  goods  across  the  Mekong  to  Laos. 

AIR  TRANSPORT 

In  the  air  transport  field  USOM  has  participatel  in  projects  pertaining  to  three 
major  fields  : Traffic  control  and  navigational  aid  ; meteorological  services  ; and 
technical  assistance  to  the  Thai  Airways  Co.  In  addition,  approximately  $9.2 
million  of  economic  aid  funds,  including  counterpart  funds,  were  provided  for  air- 
field construction,  which  subsequently  have  been  turned  over  to  JUSMAG  for 
implementation 

Objectives 

1.  To  provide  an  integrated  system  of  safe  and  efficient  domestic  and  interna- 
tional ground  control  and  navigational  aids. 

2.  To  improve  meterological  services  in  order  to  provide  accurate  weather  fore- 
casting. 

3.  To  provide  technical  aid  to  the  Thai  Airways  Co.  for  the  purpose  of  improv- 
ing their  air  transport  services. 
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Operations  and  accomplishments 

The  following  commodities,  equipment,  and  installations  have  been  furnished. 

1.  One  10,000-watt  beacon  at  Don  Muang  Airport.  One  each  1,000-watt  beacon 
at  Chiengmai,  Songkhla,  Phuket,  and  Korat.  One  VOR  station  at  Don  Muang 
Airport. 

2.  Air  terminal  buildings  and  control  towers  at  11  domestic  airfields,  with 
equipment  for  these  now  under  procurement. 

3.  Air  traffic  control  training  school  at  Don  Muang.  Thirty  students  are  now 
being  trained  in  this  school. 

4.  High  intensity  approach  lighting  at  Don  Muang. 

5.  Three  radio  sounding  stations  for  upper  air  weather  observations. 

6.  Seven  pilot  balloon  stations  for  weather  observation. 

7.  Five  sets  of  surface  weather  observation  equipment. 

On  March  8,  1956  a contract  was  signed,  providing  for  Pan  American  Airways 
to  furnish  technical  assistance  to  the  Thai  Airways  Co.  for  developing  a program 
to  improve  and  expand  its  air  transport  service.  This  is  a 3-year  contract  with 
a total  value  of  $2,800,000. 

In  the  past  5 years,  9 participants  have  been  sent  to  the  United  States  for  train- 
ing in  aeronautical  and  mererological  subjects,  and  12  more  are  scheduled  for 
United  States  training  this  year. 

In  addition,  many  Thai  are  receiving  local  on-the-job  training  through  associa- 
tion with  the  project. 

The  air  transport  programs  have  been  carried  out  with  the  technical  assistance 
of  United  States  Civil  Aeronautics  Administration  personnel  plus  three  USOM 
specialists  specifically  assigned  to  the  projects. 

WATER  RESOURCES 

Objectives 

In  the  field  of  water  resources  USOM  has  assisted  in  projects  for  tank  and 
pump  irrigation  and  ground  water  research,  all  aimed  at  developing  and  conserv- 
ing the  water  resources  of  the  northeast.  Specific  objectives  are: 

1.  To  provide  storage  for  the  rainfall  of  the  northeast  region  in  order  to 
supply  water  for  irrigation  and  other  uses  during  the  dry  season. 

2.  To  conduct  basic  ground  water  studies  and  drill  exploratory  wells  to  de- 
termine the  existence  of  satisfactory  ground  water  supplies  throughout  the 
northeast 

Operations  and  accomplishments 

The  tank  irrigation  project  is  well  underway  with  much  construction  already 
accomplished.  Seventy-three  irrigation  tanks  and  dams  have  been  completed 
and  56  are  presently  under  construction.  Those  completed  provide  a volume 
capacity  of  118  million  cubic  meters  and  cover  an  irrigable  area  of  60,000  acres. 

Twenty -eight  truck-mounted  and  2 barge-mounted  pumps  have  been  furnished, 
providing  supplementary  irrigation  facilities  for  an  additional  100,000  acres. 

The  ground  water  research  program  has  begun  operations,  with  5 wells  drilled 
out  of  an  estimated  total  of  150  to  250  to  be  drilled. 

Four  drilling  rigs  are  on  hand,  two  of  which  are  being  operated  by  contract 
personnel.  Two  additional  drillers  will  arrive  shortly  from  the  United  States. 

Many  other  items  of  supplies  and  equipment  have  been  furnished  under  the 
water  resources  program.  In  addition  to  dams,  warehouses,  repair  shops,  labora- 
tories, and  other  structures,  there  have  been  furnished  rainfall  gaging  apparatus, 
motor  vehicles,  and  testing  equipment. 

In  the  overall  irrigation  and  ground  water  field  42  participants  have  been  sent 
to  the  United  States  for  training  in  canal  construction,  dam  construction,  ground 
water  research,  machine  shop  practice  and  related  hydrological  and  research 
subjects.  Three  more  participants  are  scheduled  to  go  this  year. 

Since  1952  a total  of  38  participants  have  been  programed  for  United  States 
training  with  various  United  States  railways.  Of  these,  28  have  completed  their 
training  or  are  now  in  the  United  States,  and  10  are  scheduled  for  departure  next 
August.  In  addition,  many  Thai  nationals  have  received  local  on-the-job  train- 
ing on  the  USOM  assisted  projects. 

POWER  AND  COMMUNICATIONS 

USOM  has  provided  assistance  in  three  specific  projects  in  this  field.  These 
are  power  facilities  improvement,  power  exploratory  survey,  and  telecommunica- 
tions engineering. 
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The  power  exploratory  and  telecommunications  projects  are  both  new  and 
provide  for  consultant  contracts  to  conduct  engineering  surveys.  These  are  both 
expected  to  be  underway  this  year. 

The  power  facilities  project  is  a continuation  of  the  overall  power  program  be- 
gun in  1952. 

Objectives 

1.  To  develop  the  power  potentialities  of  the  nation. 

2.  To  improve  and  expand  existing  power  facilities  in  Bangkok  and  other 
centers  of  population. 

3.  To  develop  and  construct  a nationwide  and  regional  telecommunications 
system. 

Operations  and  accomplishments 

From  1952  to  1956,  the  Bangkok  power  system  was  expanded  by  the  installa- 
tion of  10  diesel-generator  sets  providing  a total  of  27,000  kilowatts  additional 
generating  capacity.  Of  this  total,  6,000  kilowatts  was  directly  contributed  by 
the  United  States. 

During  this  period,  12  diesel-generator  sets  were  also  contributed  by  the 
United  States  for  installation  in  various  rural  areas.  These  varied  in  size 
from  85  kilowatts  to  600  kilowatts,  and  were  installed  in  10  different  locations 
throughout  the  country.  Total  value  of  these  units  was  $360,000. 

Fourteen  participants  have  been  sent  to  the  United  States  to  study  in  various 
fields  of  power  development,  and  four  more  are  scheduled  to  go  this  year. 

I C A/Washington  is  now  inviting  bids  and  preparing  to  negotiate  two  engineer- 
ing contracts  to  provide  for  a complete  power  survey  and  for  telecommunications 
engineering. 

MINING  AND  GEOLOGY 

Objectives 

In  this  field  USOM  is  assisting  in  three  projects:  geological  survey,  experi- 
mental metal  mining,  and  minerals  experimental  center.  These  projects,  designed 
to  help  Thailand  develop  its  mineral  wealth,  have  the  following  objectives : 

1.  To  conduct  geological  surveys,  and  to  establish  a geological  survey  depart- 
ment patterned  after  the  United  States  Geological  Survey. 

2.  To  promote  the  development  and  expansion  of  the  extractive  industries 
and  to  utilize  modern  techniques  in  the  development  of  efficient  mining  operations. 

Operations  and  accomplishments 

A minerals  experimental  center  in  Bangkok  was  recently  dedicated.  This  is 
a modern  laboratory  where  studies  of  minerals,  ore-dressing  methods,  and  other 
research  projects  can  be  undertaken.  The  United  States  has  supplied  generating 
units  and  machine  shop,  ore  dressing,  laboratory,  and  printing  equipment  for 
this  center. 

Experimental  mining  centers  of  instruction  have  been  established  in  three 
mining  areas  throughout  the  country.  These  are  under  the  supervision  of  Thai 
engineers  trained  in  the  United  States.  Instruction  and  training  courses  are 
conducted  in  modern  mechanized  mining  methods,  and  in  location  of  ore-bearing 
bodies.  The  United  States  has  furnished  approximately  $160,000  in  equipment 
for  this  project,  consisting  of  generating  sets,  drills,  hoists,  and  air  compressors. 

Under  the  lignite  program  the  United  States  furnished  about  $1  million  of 
stripping  and  other  equipment  for  the  development  of  lignite  deposits  in  two 
areas  of  Thailand.  Approximately  250  tons  per  day  of  lignite  is  now  being 
produced  at  the  Mae  Moh  operation. 

Present  planning  calls  for  a specialist  in  the  field  of  geological  exploration 
to  provide  expert  assistance  to  the  Thai  Government  in  setting  up  a geological 
survey,  and  to  accelerate  present  exploration  projects. 

Thirty-one  participants  have  been  trained  in  the  United  States  in  mining, 
geological,  and  allied  subjects,  with  nine  more  scheduled  to  go  this  year.  This 
training  has  been  conducted  at  various  governmental  agencies  and  American 
universities. 

OTHER  PUBLIC  WORKS  AND  INDUSTRY  PROJECTS 

USOM  has  assisted  also  in  the  following  fields : 

1.  Small  industry  product  development. 

2.  Automotive  maintenance  training  facilities. 

3.  Hydrographic  study. 

4.  Mekong  River  reconnaissance. 

5.  Volunteer  defense  corps  construction. 
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Objectives  and  accomplishments 

1.  The  aid  program  has  provided  training  facilities  in  the  United  States  for 
Thai  technicians  in  the  small  industries  field,  and  has  financed  a survey  of 
export  marketing  possibilities  of  Thai  cottage  industry  products.  Also,  the 
services  of  an  industrial  adviser  have  been  made  available  to  examine  overall 
industrial  development  needs  and  possibilities  in  Thailand,  and  to  advise  on 
methods  to  stimulate  the  growth  of  industrial  enterprises. 

2.  An  automotive  maintenance  training  center  was  established  for  training 
maintenance  personnel.  This  year  a contract  is  proposed  which  would  provide 
for  a technical  survey  by  American  engineers  to  determine  requirements  and 
establish  procedures  for  properly  maintaining  and  repairing  the  10,000  vehicles 
owned  by  the  Thai  Government,  exclusive  of  those  for  defense. 

3.  The  hydrographic  study  continues  the  participant  training  program  begun 
in  this  field  in  1951.  Thirteen  participants  have  received  training  in  the  United 
States  in  fields  of  hydrography,  port  operations,  and  allied  subjects,  four  more 
are  scheduled  to  go  this  year.  The  need  for  training  in  these  fields  grew  rapidly 
at  the  time  the  mouth  of  the  Chao  Phya  River  was  dredged  by  the  dredge 
Manhattan.  This  dredge  was  brought  to  Thailand  at  a cost  of  $750,000,  and 
is  now  used  for  maintenance  dredging  along  the  navigable  channel  of  the  river. 

4.  The  Mekong  River  reconnaissance  is  a regional  project  involving  the  four 

countries  of  Thailand,  Laos,  Vietnan,  and  Cambodia.  In  December,  January, 
and  February,  a team  of  United  States  experts  aided  by  local  USOM  and  Thai 
Government  consultants  reconnoitered  the  Mekong  River  from  upper  Laos  to 
its  mouth  on  the  south  China  Sea.  On  February  8,  a final  regional  conference 
was  held  at  Saigon,  following  which  the  team  members  returned  to  the  United 
States,  where  they  are  now  preparing  a final  report.  This  report  will  contain 
recommendations  for  specific  surveys  to  accomplish  long-range  development  of 
the  river  for  irrigation,  flood  control,  navigation,  and  hydroelectric  power 
generation.  '■’A-v 

5.  The  Volunteer  Defense  Corps  construction  project  provides  for  the  construc- 
tion of  a headquarters,  printing  building,  and  warehouse  in  Bangkok,  and  training 
camps  for  the  VDC  in  40  border  changvads.  This  work  is  now  approximately 
50  percent  complete. 

LABOR  AND  WELFARE 

The  Labor  and  Welfare  Division  of  USOM  is  assisting  the  Government  of 
Thailand  in  planning  and  development  of  programs  and  legislation  designed  to 
improve  the  economic  condition  of  Thailand’s  workers  and  to  bring  about  greater 
self-help  in  local  community  improvement.  - 

Within  a few  months  a significant  development  should  occur : the  passage  of 
basic  labor  legislation  for  Thailand.  The  USOM  labor  adviser  has,  upon 
request,  analyzed  five  proposed  bills,  submitted  opinions  on  their  applicability 
to  Thailand,  and  suggested  and  discussed  proposed  revisions.  The  five  drafts 
covered  laws  for — 

1.  The  settlement  of  labor  disputes,  including  the  right  to  organize  labor 
unions  and  to  bargain  collectively,  and  the  establishment  of  an  advisory  labor 
board. 

2.  The  regulation  of  labor  unions,  including  registration. 

3.  Limiting  daily  and  weekly  hours  of  work  and  establishing  rules  for  paying 
wages. 

4.  Protection  of  woman  and  child  labor,  including  prescribing  conditions  of 
work,  forbidding  work  in  specified  occupations,  and  setting  up  age  and  health 
standards  for  hiring. 

5.  Weekly  holidays. 

The  last  3 drafts  have  since  been  combined  into  1 draft,  an  act  on  the  protec- 
tion of  labor,  making  3 draft  laws  which  will  be  presented  to  the  National 
Assembly  in  June,  with  such  changes  as  may  be  deemed  advisable  after  consid- 
eration of  the  opinions  of  employers,  trade  unions,  and  others  to  whom  these 
drafts  have  been  submitted  for  appraisal.  ' 4 

USOM  is  helping  to  train  personnel  to  administer  these  labor  laws  and  to 
provide  sound  trade-union  training  to  labor  officers  and  workers.  Four  top 
officials  went  to  the  United  States  last  year ; five  will  go  this  year.  More  will  go 
when  the  labor  legislation  is  enacted.  One  of  the  results  hoped  for  is  a labor 
statistical  service  which  will  measure  changes  in  wages,  cost  of  living,  and 
employment,  and  will  provide  information  upon  which  necessary  additional  labor 
and  welfare  legislation  can  be  drafted. 
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Other  plans  for  improving  the  economic  and  social  welfare  of  the  people  of 
Thailand  in  which  this  division  has  cooperated  include: 

1.  Housing. — A housing  specialist  was  brought  to  Thailand  to  make  a survey 
of  workers’  housing  and  to  recommend  a program  for  future  development.  The 
Thai  Government  has  requested  a full-time  housing  adviser  and  this  position  is 
now  under  recruitment. 

2.  Self-Help. — Active  cooperation  in  the  field  of  community  development — a 
way  of  building  democracy  from  the  bottom  up — has  been  underway  for  a 
year,  beginning  with  the  Thai-United  States  survey  team  sent  to  India  and 
Burma.  Future  work  will  be  integrated  with  the  self-help  settlement  work 
initiated  by  the  Prime  Minister  and  with  other  experiments  in  operation  in 
several  places  in  Thailand. 

These  are  a few  of  the  human  values  in  which  the  Thai  Government  and  USOM 
are  vitally  interested,  working,  in  the  words  of  President  Eisenhower,  “to  de- 
velop a society  marked  by  human  welfare,  individual  liberty,  and  a rising 
standard  of  living.” 

EDUCATION 

Summary 

Education  in  Thailand  has  made  impressive  progress  within  recent  years. 
The  Ministry  of  Education  is  giving  excellent  leadership  in  the  development  of 
educational  facilities  designed  to  meet  the  needs  of  Thailand’s  people. 

American  assistance  to  education  in  Thailand  began  in  1951.  The  United 
States  financial  contribution,  as  compared  to  the  effort  made  by  the  Thai 
Government,  is  relatively  small.  USOM  has,  however,  sought  to  provide  as- 
sistance in  certain  key  areas.  The  objectives  set  up  in  1951  still  give  guidance 
to  the  program.  They  are: 

1.  To  improve  the  training  of  teachers — both  in  service  (those  now  teach- 
ing) and  preservice  (those  preparing  to  teach). 

2.  To  assist  in  improving  curricula  in  the  various  levels  of  education. 

3.  To  assist  in  the  development  of  teaching  materials  and  improvement 
of  methods  of  teaching. 

4.  To  assist  in  the  improvement  of  technical  and  vocational  education. 

The  projects  of  the  Ministry  of  Education  which  are  assisted  by  the  United 

States  aid  program  may  be  grouped  into  four  areas:  Teacher  training,  ele- 
mentary education,  secondary  education,  and  vocational  education. 

Teacher  training 

Objectives 

The  teacher  training  program  is  designed  to  assist  the  Ministry  of  Education 
to  provide  a sufficient  number  of  adequately  trained  teachers  for  the  schools 
of  Thailand.  The  following  are  the  specific  objectives  of  the  program : 

1.  To  raise  the  standard  of  teacher  training  to  the  college  level  and  bac- 
calaureate degrees. 

2.  To  provide  intensive  in-service  education  for  the  teachers  in  the  teacher 
training  schools. 

3.  To  develop  and  improve  professional  literature  in  the  field  of  education 
and  supporting  disciplines. 

4.  To  develop  a staff  of  supervisors  especially  trained  to  assist  in  carrying 
out  a continuous  program  of  school  improvement  at  the  teacher  training 
colleges. 

Operations 

Four  technicians  have  worked  directly  with  the  Ministry  of  Education  in  the 
field  of  teacher  training.  A teacher  training  supervisory  group  has  been 
established.  Continuous  programs  of  in-service  education  for  teachers  have 
been  conducted,  with  special  programs  carried  out  during  summer  vacations. 
Every  teacher  in  every  teacher  training  school  in  Thailand  has  participated  in 
these  in-service  activities.  Written  materials  have  been  produced  to  assist  in 
the  work  done  by  the  teacher  training  supervisory  group. 

The  aid  program  has  financed  a contract  under  which  Indiana  University  is 
assisting  in  the  development  of  the  College  of  Education  into  a degree-granting 
school. 

A total  of  128  teachers  and  administrators  from  the  teacher  training  schools 
have  been  sent  to  America  and  the  Philippines  for  training. 
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Under  the  in-service  training  program  now  being  carried  out  in  Bangkok, 
approximately  800  teachers  or  prospective  teachers  are  enrolled  at  the  College 
of  Education  for  a summer  session.  Each  person  will,  for  the  first  time  in 
Thailand,  receive  college  credit  for  participation  in  summer  activities.  This 
activity  is  financed  jointly  by  the  Ministry  of  Education,  the  College  of  Educa- 
tion, USOM  and  the  individual  participants. 

Accomplishments 

Some  accomplishments  are  readily  identifiable.  The  number  of  teachers  par- 
ticipating in  in-service  training  activities  increased  form  20  in  1952  to  800  in 
1956.  Beginning  in  1956  9 teacher  training  schools  were  joined  with  centrally 
located  schools  so  that  now  there  are  only  25  teacher  training  schools,  12  of 
which  are  coeducational.  A new  curriculum  with  greater  emphasis  on  practical 
education  has  been  developed  and  in  operation.  A corps  of  teacher  training 
supervisors  has  been  selected  and  trained  and  are  now  working  with  the  teacher 
training  schools.  The  College  of  Education,  for  the  first  time  in  the  history  of 
Thailand,  presented  bachelor  to  degrees  to  its  graduates  in  1955. 

Other  accomplishments  are  more  abstract.  Interdepartmental  cooperation 
and  interdepartmental  sharing  of  personnel  has  increased  significantly.  In- 
creased prestige  has  come  to  the  teaching  profession.  Improvement  has  taken 
place  in  methods  of  teaching  and  in  the  use  of  material  of  instruction. 

Elementary  education 

Objectives 

American  assistance  to  elementary  education  began  in  1951  as  a part  of  the 
Chachoengsao  pilot  project  sponsored  jointly  by  the  Thai  Government,  UNESCO, 
and  USOM.  The  objectives  were  : 

1.  To  assist  teachers  to  improve  their  teaching  methods  and  develop  their 
teaching  skills. 

2.  To  assist  in  the  development  of  textbooks  and  other  teaching  materials. 

3.  To  assist  in  modifying  the  curriculum  of  elementary  education  so  that  it 
more  nearly  meets  the  needs  of  the  children  of  Thailand. 

4.  To  assist  in  developing  primary  extension  schools ; and 

5.  To  assist  the  educational  leaders  of  Thailand  in  their  professional  growth 
and  in  their  professional  activities. 

Operation 

The  initial  assistance  was  given  at  Chachoengsao  in  the  areas  of  curriculum 
development,  supervision,  science  education,  health  education,  and  teacher  train- 
ing. As  the  Chachoengsao  project  developed,  the  number  of  American  techni- 
cians was  reduced  to  1,  but  the  work  of  the  project  was  expanded  to  include 
the  233  schools  in  the  changwad.  Since  its  beginning,  USOM  has  had  major 
responsibility  for  the  development  of  elementary  and  primary  extension  schools 
in  this  project 

The  Ministry  of  Education  has  set  up  another  experimental  demonstration 
project  in  nine  schools  in  the  Bangkok-Thonburi  areas.  In  these  schools  studies 
were  carried  out  to  determine  how  best  the  Ministry  of  Education  could  assist 
in  improving  elementary  schools.  Several  techniques  were  developed  but  could 
not  be  applied  because  there  were  no  trained  persons  in  the  Ministry  who  could 
assist  the  areas  and  changwads  in  their  programs.  Consequently,  a supervisory 
and  in-service  education  unit  was  established  and  three  American  technicians 
were  assigned  to  assist  in  selecting  personnel  and  training  them  to  give  assistance 
in  school  improvement. 

Nine  regional  primary  extension  schools  have  been  developed  as  demonstration 
training  areas.  Some  107  participants  in  various  fields  of  elementary  education 
have  been  enabled  to  study  abroad.  A 1-month  conference  is  now  under  way  at 
Kasetsart  University  to  give  training  to  65  teachers  of  vocational  agriculture 
in  the  primary  extension  schools. 

Accomplishments 

In-service  training  conferences  have  been  attended  by  some  45,000  elementary 
and  primary  extension  schoolteachers.  The  nature  of  these  conferences  has 
changed  from  lecture  sessions  to  the  work  conference  type  of  procedure  where 
teachers  learn  by  doing.  As  a result,  it  is  difficult  to  find  an  elementary  school 
in  Thailand  that  does  not  show  some  evidence  of  improved  use  of  teaching 
materials.  Areawide  in-service  training  programs  are  under  way  in  areas  4, 
5 and  9.  A supervisory  staff  of  13  people  has  been  developed.  Seven  supple- 
mentary books  for  the  pratoym  schools  have  been  written. 
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The  work  done  with  the  primary  extension  schools  has  resulted  in  a decision 
by  the  Ministry  of  Education  to  develop  the  same  curriculum  for  all  types  of 
schools  for  the  3 years  beyond  pratoym.  Considerable  interest  is  also  being 
shown  in  comprehensive  high  schools  for  Thailand. 


Objectives: 


Vocational  education 


This  phase  of  the  program  has  been  guided  by  four  objectives : 

1.  Development  of  a technical  institute  to  train  skilled  craftsmen  and 
teachers  for  the  other  vocational  schools  in  Thailand. 

2.  Development  of  two  pilot  vocational  agriculture  schools — one  in  the 
north  and  one  in  the  northeast. 

3.  Assistance  to  the  Ministry  of  Education  in  improving  the  total  program 
of  vocational  education. 

4.  Development  of  course  outlines,  textbooks  and  teaching  aids  to  be  used 
in  vocational  education. 


Operations  and  accomplishments: 

An  impressive  achievement  in  the  field  of  vocational  education  in  Thailand  has 
been  the  transformation  of  a 42-acre  rice  paddy  into  a modern  technical  institute 
housed  in  38  new  buildings  and  offering  instruction  to  Thai  students  in  15  voca- 
tional areas.  The  land  and  buildings  of  the  institute  were  provided  by  Thai 
funds  and  approximately  95  percent  of  the  equipment  was  supplied  by  the  United 
States.  The  institute  opened  in  1952  with  78  students.  This  year  there  were 
1,484  students.  It  is  expected  that  the  enrollment,  when  school  opens  in  May 
1956,  will  be  more  than  2,000.  Eleven  American  technicians  have  given  assist- 
ance to  this  project,  and  23  Thai  teachers  have  been  sent  to  America  for  study. 
A contract  for  further  improvement  is  being  negotiated  between  the  technical 
institute  and  Wayne  University. 

Shop  equipment  has  been  purchased  for  three  branch  institutes  at  Songkla, 
Korat  and  Chiengmai.  Technical  assistance  in  shop  layout,  course  outline  and 
curriculum  development  has  been  a major  portion  of  the  work  of  the  American 
technicians. 

An  in-service  training  course  at  the  technical  institute  is  being  attended  by 
54  participants — 6 from  each  area.  Each  team  will  return  to  its  area  and  con- 
duct an  in-service  training  conference  for  vocational  teachers.  Of  the  6 persons 
from  each  area,  two  are  in  the  field  of  home  economics,  2 in  industrial,  arts,  and 
2 are  changwad  education  officials.  When  school  opens  in  May  every  vocational 
teacher  in  Thailand  will  have  had  some  specialized  training  in  his  field  of  activity. 

In  vocational  agriculture  2 schools,  Mae  Jo  and  Surindr,  have  been  developed 
into  demonstration  schools  with  the  assistance  of  2 American  technicians.  These 
technicians  are  now  assisting  the  Ministry  of  Education  develop  plans  for  utiliz- 
ing the  experiences  gained  at  these  2 schools  in  all  the  vocational  agriculture 
schools  in  Thailand. 

Secondary  education 

Objectives 

In  1956  USOM  was  requested  to  give  assistance  to  secondary  education  in 
Thailand.  This  assistance  will  be  guided  by  the  following  objectives : 

1.  To  assist  in  developing  a curriculum  for  the  comprehensive  secondary  school. 

2.  To  assist  in  the  establishment  and  operation  of  four  experimental  demon- 
stration comprehensive  secondary  schools. 

3.  To  assist  in  selecting  and  training  a supervisory  staff  to  help  in  the  develop- 
ment of  the  comprehensive  secondary  school ; and 

4.  To  assist  in  the  development  of  textbooks  and  other  teaching  materials  for 
secondary  schools. 


PUBLIC  HEALTH 


Summary 

In  the  field  of  public  health,  the  United  States  is  assisting  the  Ministry  of 
Public  Health  in  improving  health  services  to  Thailand’s  people ; launching 
programs  for  the  control  of  communicable  diseases,  especially  the  mosquito- 
borne  and  filth-borne  diseases ; and  providing  educational  and  training  facilities 
to  help  train  the  large  numbers  of  technical  personnel  required  for  an  expanded 
public  health  program. 
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Sixteen  health  projects  have  received  United  States  assistance  totaling  $10,686,- 

000.  Some  of  these,  undertaken  in  the  early  years  of  the  aid  program,  provided 
primarily  commodity  support,  while  the  current  projects  typically  provide  both 
commodities  and  technical  assistance. 

The  following  indicates  the  amount  of  the  United  States  contribution  to  these 
projects : 


1.  Malaria  and  filariasis  control $2,  548,  000 

2.  Medical  education 1,  726,  000 

3.  Rural  health 950,000 

4.  Demonstration  training  center — Cholburi 620,  000 

5.  Hospitals 1,  990,  000 

6.  Health  education 284,  000 

7.  Sanitation 1,  294,  000 

8.  Other  (terminated)  projects 1,163,000 


In  a study  of  the  causes  of  illness  and  death,  it  was  apparent  that  there  was 
untimely  death  resulting  from  the  prevalence  of  communicable  diseases,  especially 
malaria  and  diarrheal  diseases.  These  debilitating  diseases  constitute  a serious 
drag  on  the  productivity  of  the  nation’s  workers.  Accordingly  special  attention 
has  also  been  given  to  improved  preventive  medicine  and  public  health  services. 

Malaria  and  filariasis  control 

Objectives 

The  present  intensive  antimalaria  campaign  in  Thailand  began  in  1949.  Ma- 
laria had  been  the  chief  cause  of  sickness  and  death  in  the  country,  as  well  as  a 
major  obstruction  to  social  and  economic  progress.  The  Ministry  of  Public 
Health  was  assisted  by  WHO  and  UNICEF,  1949-51,  in  a pilot  project,  demon- 
strating residual  house-spraying  for  malaria  control. 

United  States  assistance  began  in  1951,  with  the  objectives  of  (1)  expanding 
the  antimalaria  campaign  to  nationwide  proportions,  (2)  implementing  the  or- 
ganization and  activities  necessary  for  malaria  eradication,  and  (3)  estab- 
lishing a program  of  protective  surveillance  to  guard  against  return  of  malaria 
after  its  eradication.  Control  of  filariasis  and  other  mosquitoborne  diseases,  as 
well  as  development  of  investigation  and  control  of  vectorborne  diseases  in 
general,  are  collateral  objectives. 

The  USOM  assisted  project  aims  toward  phasing  out  its  dollar  assistance  in 
1957  and  its  counterpart  fund  assistance  in  1959.  At  that  point  malaria  should 
be  largely  eradicated  throughout  the  country,  and  a continuing  program  of 
protective  surveillance  should  be  well  established  within  the  resources  .of  the 
regular  Thai  Government  budget. 

Operations 

The  DDT  house-spraying  campaign  is  scheduled  in  January-June,  mainly 
during  the  dry  season,  with  the  objective  of  spraying  all  houses  in  each  malarious 
area  once  each  year  for  about  3 years.  This  has  been  sufficient  in  most  areas 
to  eliminate  malaria-carrying  mosquitoes  and  cause  the  disease  to  die  out.  In 
1960  the  homes  of  about  10  million  people  in  60  provinces  will  have  been  sprayed 
for  a variable  number  of  years. 

Technical  surveys  are  conducted  by  field  units  in  all  areas  for  guidance  and 
evaluation  of  operations.  Procedures  include  inspection  of  houses  and  breeding 
places  for  malaria-carrying  mosquitoes,  spleen  examination  of  children,  and  blood 
examination  of  infants  and  others  for  malaria  parasites. 

Distribution  of  antimalarial  drugs  supplements  the  house-spraying  campaign. 
Through  field  units,  hospitals  and  health  centers,  chloroquine  drugs  (Aralen  and 
Nivaquine)  have  been  distributed  in  sufficient  quantities  to  treat  approximately 
2 million  cases.  Atabrine,  Camouquin,  and  Daraprim  have  also  been  used  in 
the  present  project,  and  primaquine  has  been  stocked  in  anticipation  of  treatment 
of  persistent  malaria  cases. 

Training  activities  include  advanced  study  and  observation  abroad  by  key 
medical  officers,  technical  training  of  laboratory  and  field  assistants,  and  in- 
service  training  of  technical  aids  and  local  house-spraying  squads.  Of  16  medical 
officers,  8 have  received  training  in  the  United  States  and  5 more  are  scheduled 
for  similar  training.  Of  about  300  technicians,  94  assistants  have  received  train- 
ing at  the  U SOM-assisted  Chiengmai  malaria  training  center,  and  over  100  aids 
have  had  in-service  training  in  the  project.  The  Chiengmai  center  is  now  also 
training  officers  and  technicians  of  Laos,  Vietnam,  and  Indonesia  in ‘Specially 
arranged  courses  and  has  participated  in  observational  and  training  tours  of 
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officials  from  the  United  States,  the  Philippines,  and  Taiwan.  Over  5,000  fore- 
men and  spraymen  have  been  trained  in  Thailand;  these  are  temporary  person- 
nel trained  locally  each  year. 

Public  information  on  malaria  and  its  control  is  disseminated  through  posters, 
leaflets,  booklets,  talks  in  village  centers,  home  contacts,  exhibits,  10  mobile 
motion-picture  units,  and  newspaper  and  radio  features.  In  1960  the  project 
will  have  thus  far  distributed  about  200,000  posters  and  5 million  leaflets  and 
other  printed  materials  in  over  20,000  villages  in  60  provinces.  Special  exhibits 
and  motion-picture  units  have  operated  throughout  the  malarious  areas  with 
large  attendance  reaching  an  estimated  10  million  people,  half  of  the  national 
population. 

Accomplishments 

The  objectives  of  the  project  are  nearing  fulfillment,  with  operation  proceed- 
ing in  all  malarious  areas,  implementation  nearly  completed  for  malaria  eradica- 
tion, and  protective  surveillance  established  in  large  areas. 

A recent  comprehensive  technical  survey  of  all  malarious  areas  showed  that 
the  project  has  eliminated  malaria-carrying  mosquitoes  and  malaria  from  areas 
of  over  3 million  population.  These  areas  were  in  1949,  prior  to  control  opera- 
tions, among  the  most  malarious  in  Thailand  and  the  world.  House  spraying 
has  been  discontinued  in  these  areas  and  a program  of  protective  surveillance 
has  been  instituted  against  the  return  of  malaria.  The  house-spraying  cam- 
paign is  continuing  in  all  remaining  malarious  areas. 

The  successful  effects  of  the  project  are  also  evident  in  the  great  reduction  of 
reported  deaths  from  38,046  in  1949  to  16,469  in  1954.  It  should  be  noted  that 
this  reduction  represents  the  effects  on  the  national  malaria  death  rate  when 
the  project  had  reached  only  areas  of  4,681,218  population  and  was  only  partially 
completed  in  those  areas. 

Thailand  now  has  a leading  position  in  southeast  Asia  in  the  race  toward 
malaria  eradication.  Thailand’s  antimalaria  organization  is  providing  assist- 
ance to  other  countries  in  technical  training,  consultation,  and  coordination. 
The  success  of  the  Thailand  project  is  also  lending  strength,  by  example,  to  the 
world  program  of  malaria  eradication. 

Medical  education 

Objectives 

Thailand  lacks  the  numbers  of  qualified  doctors,  nurses,  public  health  officers, 
and  medical  technicians  that  are  required  for  the  expansion  of  public  health 
and  medical  care.  There  are  2,272  physicians  and  approximately  4,500  nurses 
(one-half  are  probably  not  engaged  in  nursing)  ; most  of  them  are  in  Bangkok. 
The  lack  of  trained  personnel  is  a key  factor  handicapping  efforts  to  improve 
health  standards.  The  objectives  of  this  long-range  project  are  to : 

1.  Improve  the  quality  and  quantity  of  medical,  nursing,  and  public-health 
teachers. 

2.  Train  sufficient  teachers  to  allow  opening  of  an  urgently  needed  third  medi- 
cal school  outside  Bangkok. 

3.  Establish  education  of  paramedical  personnel,  especially  laboratory  tech- 
nicians. 

4.  Improve  premedical  education  and  postgraduate  medical  education. 
Operations 

Twenty-eight  United  States  technical  advisers  have  been  in  Thailand  for 
periods  of  time  up  to  2 years.  By  the  end  of  this  year  154  Thai  faculty  mem- 
bers will  have  been  sent  to  the  United  States  for  training.  Commodity  aid  of 
$325,000  has  been  given.  Counterpart  funds  of  7,240,000  baht  will  be  used  for 
the  construction  of  a medical  technology  school  central  laboratory  at  each  of 
the  2 medical  schools  and  for  the  school  of  public  health. 

Accomplishments 

1.  Improvement  in  the  quality  of  instruction  at  the  medical  schools  and  a 
similar  improvement  in  practice  at  the  medical  school  teaching  hospitals. 

2.  Alleviation  of  serious  shortages  in  teaching  equipment  due  to  rapid  ex- 
pansion of  student  load  in  the  medical  schools. 

3. . Establishment  of  postgraduate  courses. 

4.  Preparation  of  faculty  for  the  establishment  of  a third  medical  school. 

5.  The  schools  of  medical  technology  are  rapidly  being  organized  and  two 
classes  have  been  admitted;  the  first  building  is  under  construction. 

6.  Nursing  education  is  being  improved. 
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Rural  health 

Objectives 

This  project  was  started  in  1953  for  the  purpose  of  improving  and  extending 
public-health  service  into  rural  areas.  Specific  objectives  are : 

1.  Improve  existing  first-  and  second-class  health  centers  by : 

(a)  Providing  necessary  commodities. 

(b)  Repair  of  existing  buildings. 

(c)  Training  sanitary  inspectors. 

( d ) Improvement  of  supervision. 

2.  Training  of  provincial  health  officers. 

3.  Construction  of  a demonstration  health  center. 

4.  Technical  advice  in  Ministry  of  Public  Health  regarding  public-health  ad- 
ministration. 

Operations  and  accomplishments 

Counterpart  funds  have  been  used  to  build  a provincial  and  regional  health 
department  building  in  Korat,  where  the  first  program  of  decentralizing  service 
will  be  undertaken.  Counterpart  funds  have  also  been  used  for  training  of 
sanitarians,  doctors,  and  regional  healthy  workers,  and  for  repair  of  existing 
buildings. 

The  program  has  provided  technical  advisory  services  of  a public-health  ad- 
ministrator, who  has  worked  with  the  Department  of  Health  to  advise  in  the 
planning  and  development  of  rural  public  health.  This  has  included  recom- 
mendations for  reorganization  of  the  Department  of  Health,  a plan  for  super- 
vision of  work  in  the  field,  and  a method  of  decentralizing  Health  Department 
work  to  provide  consultation  and  supervisory  services  to  the  Provinces. 

The  rural  health  centers  have  been  furnished  with  basic  medical  equipment 
and  vehicles. 

Twenty-five  doctors  and  nurses  have  been  sent  to  the  United  States  for  spe- 
cialized public  health  training  operation. 

A self-help  community  project  has  been  started  in  Tha  Muang.  This  proj- 
ject  has  improved  medical  care  and  public-health  services  and  resulted  in  other 
community  improvements.  An  effort  is  being  made  to  develop  four  more  such 
demonstrations. 

Cholburi  Field  Health  Demonstration  and  Training  Center 


Objectives 

This  project  assists  in  providing  better  public  health  services  for  the  people 
in  rural  areas  of  Thailand  by  providing  field-training  facilities  for  in-service 
training  of  all  categories  of  public-health  workers  and  for  graduate  and  under- 
graduate students  of  the  school  of  public  health. 

Operations  and  accomplishments 

A small  demonstration  area  in  Cholburi  is  being  developed  where  trainees 
can  observe  and  participate  in  a well-organized  and  operating  public-health 
program. 

Groups  of  provincial  health  officers,  sanitarians,  midwives,  public  health 
nurses,  Ministry  of  Public  Health  students,  and  senior  sanitarians  (third-year 
course)  from  school  of  public  health  attend  the  Cholburi  center  for  varying 
periods  of  time,  ranging  from  1 to  6 weeks,  for  field  training. 

At  the  center  prenatal,  well-baby,  medical  care,  immunization,  and  venereal- 
disease  clinics  are  held  regularly  each  week.  A 24-hour  midwifery  service  is 
offered  to  selected  patients  in  the  municipality  of  Cholburi.  Classes  for  expec- 
tant mothers  are  held  weekly  at  the  center. 

By  1955  provincial  health  officers  from  every  Province  in  the  country  had  re- 
ceived training  at  Cholburi  training  center.  By  the  end  of  1956,  115  health 
officers  will  have  had  field  experience  at  the  center.  A total  of  562  sanitarians 
will  have  spent  4 weeks  studying  at  the  center  at  the  end  of  this  year. 

Six  weeks  refresher  study  in  the  theory  and  practice  of  midwifery  has  been 
given  to  225  second-class  midwives. 

In-service  training  in  public  health  nursing  supervision  will  have  been  given 
to  56  public-health  nurses  employed  by  the  Health  Department,  and  35  public 
health  nursing  students  from  the  school  of  public  health  will  have  had  field 
experience  at  the  center. 

Forty-nine  Ministry  of  Public  Health  students  from  the  school  of  public  health 
have  spent  1 week  in  observation  of  the  public-health  field  activities. 
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Hospitals 

Objective 

To  improve  facilities  for  medical  care  in  Thailand  through  assistance  to 
provincial  hospitals  and  their  related  programs  for  training  of  medical  per- 
sonnel. 

Operations  and  accomplishments 

Before  1950,  there  were  hospitals  in  20  of  the  71  Provinces  of  Thailand.  Since 
then  the  Thai  Government  has  constructed  hospitals  in  all  but  one  Province 
(Samutsakorn).  USOM  has  provided  essential  hospital  equipment  for  many  of 
these  as  well  as  to  some  of  the  Government  hospitals  in  Bangkok.  Dollar  funds 
also  have  been  spent  for  United  States  training  of  key  physicians  and  nurses 
staffing  these  new  hospitals.  Modern  medical  care  has  thus  become  available 
to  large  areas  that  only  a few  years  ago  depended  wholly  on  untrained  doctors 
for  medical  services. 

Counterpart  funds  have  provided  X-ray  and  surgical  buildings  for  many  hos- 
pitals ; a new  nursing  school  in  Korat ; a midwifery  school  in  Chiengmai ; and 
financing  for  regional  “refresher”  courses  for  all  physicians  in  Thailand. 

Health  education 

Objectives 

To  strengthen  and  extend  the  services  of  the  Division  of  Health  Educa- 
tion by : 

1.  Demonstrating  the  process  of  community  organization  in  local  health 
projects  in  pilot  areas. 

2.  Producing  effective  audiovisual  materials  for  mass  distribution. 

3.  Giving  in-service  training  in  health  education  to  health  workers  of  all 
categories. 

4.  Improving  mass  information  techniques. 

Operations  and  accomplishments 

Reorganization  of  the  Division  of  Health  Education  was  effected  in  1955, 
facilitating  joint  planning  for  program  and  budget.  Commodities  for  mobile 
information  activities,  educational  materials  production,  and  staff  training  have 
been  imported.  Health  education  staff,  after  graduate  training  in  the  United 
States,  are  gaining  experience  in  community  organization  in  six  local  demon- 
stration areas.  Audiovisual  staff  Lave  produced  3 health  films,  2 filmstrips 
4 flip  charts,  2 flannelgraphs,  14  posters,  and  26  pamphlets,  all  for  mass  dis- 
tribution. Additional  materials  are  in  varying  stages  of  completion. 

In-service  training  of  health  staff  has  been  carried  out  in  workshops,  seminars, 
lecture  courses,  and  regional  meetings. 

Environmental  sanitation 

Objectives 

To  reduce  disease,  illness,  and  death,  and  to  improve  the  general  health  and 
productivity  of  the  people  of  Thailand  by  improvements  in  methods  of  excreta 
and  sewage  disposal,  domestic  water  supplies  and  general  community  hygiene. 

Operations  and  accomplishments 

The  main  effort  is  concentrated  in  northeast  Thailand  where  a major  pilot 
program  is  being  set  up.  Expansion  into  other  areas  of  Thailand  will  follow 
as  staff,  facilities,  and  other  resources  become  available. 

Other  activities  include  technical  advice  to  the  Sanitary  Engineering  Division 
of  the  Health  Department  and  aid  to  sanitation  education  and  in-service  train- 
ing at  Chulalongkorn  University. 

Ten  participants  have  been  trained  in  sanitary  engineering  in  the  United 
States. 

Major  accomplishments  include : 

1.  Establishment  of  a division  of  sanitary  engineering  in  the  Ministry  of 
Public  Health. 

2.  Construction  of  six  municipal  water  systems  in  the  northeast  area. 

3.  Establishment  of  regional  headquarters  at  Korat  with  buildings  and 
godowns. 

4.  Provision  of  $400,000  worth  of  commodities  for  the  environmental  sanita- 
tion program. 
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5.  Construction  and  or  rehabilitation  of  364  wells  and  small  reservoirs  in  the 
northeast  area. 

6.  Construction  and  installation  of  privies,  with  the  aid  of  mobile  sanitation 
teams. 

Puhl ic  a d m i n istra tion 

In  order  to  obtain  the  greatest  benefits  from  its  own  resources,  as  well  as  from 
foreign  aid  made  available.  Thailand  is  seeking  to  modernize  and  make  more 
effective  its  budgetary,  fiscal,  and  planning  procedures  and  the  governmental 
services  provided  to  its  citizens.  Without  stronr  and  effective  public  adminis- 
tration. the  long-run  progress  of  the  Thai  economy  would  be  impossible.  The 
United  States  is  now  assisting  the  Thai  Government  in  this  field  in  three  ways : 

( 1 1 advisory  services  in  budgetary  procedures  and  fiscal  management : 1 2 > an 
interuniversity  contract  to  assist  in  strengthening  facilities  for  training  of  public 
administrators ; and  < 3 i assistance  in  improving  customs  and  revenue  adminis- 
tration. In  addition,  in  response  to  the  Thai  Government's  request,  the  United 
States  will  provide  the  services  of  a high-level  economic  adviser. 

Objectives 

1.  To  strengthen  public  administration  at  all  levels  to  assure  optimum  utiliza- 
tion of  available  resources  for  development. 

2.  To  develop  training  facilities  and  professional  standards  for  public  admin- 
istrators. 

3.  To  assist  in  the  development  of  planning  methods  and  economic  policies  most 
suitable  for  the  long-run  mobilization  of  Thailand's  resources  for  development. 

Operations  and  accomplishments 

A public-  administration  reconnaissance  survey  was  made  by  two  United  States 
experts  in  1952.  who  made  recommendations  on  means  of  assisting  in  the  field  of 
public  administration.  Subsequently,  in  fiscal  year  1954  the  services  of  three 
experts  were  made  available  under  a contract  with  Howell  Associates  to  aid  the 
Thai  Government  in  improving  customs  and  excise  tax  procedures.  These  ex- 
perts are  advising  and  assisting  in  development  of  sound  organization  for  tax 
administration,  collection,  and  enforcement,  procedures,  and  appropriate  train- 
ing programs  for  Government  personnel  in  management  and  supervisory  tech- 
niques in  the  field  of  revenue  and  tax  laws. 

In  May  1955  a contract  was  signed  under  which  Indiana  University  would 
cooperate  with  Thammasat  L'niversity  in  a program  to  strengthen  training  facili- 
ties in  the  field  of  public  administration.  The  project  is  aimed  toward  the  estab- 
lishment of:  ill  a graduate  and  undergraduate  program  in  public  administra- 
tion at  Thammasat  University  : 2 i in-service  training  courses  for  government 

officials : and  - 3 1 a governmental  research  bureau  and  accompanying  depository 
of  public  administration  materials.  Four  United  States  technical  assistants  are 
provided  under  the  contract,  and  15  Government  officials  will  be  sent  to  the 
United  States  for  study  and  observation  during  each  of  the  3 years  of  the  contract. 

In  March  1956  an  agreement  was  concluded  under  which  the  Public  Adminis- 
tration Service  'PAS*,  a nonprofit  United  States  organization,  will  assist  the 
Government  of  Thailand  in  modernizing  budgetary  practices  and  overall  Govern- 
ment fiscal  procedures.  The  aid  program  is  making  available  $400,000  to  cover 
the  dollar  costs  of  the  contract  and  the  Thai  Government  has  agreed  to  provide 
the  equivalent  of  $210,000  in  baht.  A resident  staff  of  6 PAS  advisers  will  be 
sent  to  Thailand  for  the  26-month  duration  of  the  project,  and  other  advisers  for 
shorter  periods.  The  group  will  include  advisers  on  budgeting,  accounting  audit- 
ing. public  finance,  organization,  and  methods.  These  advisers  will  work  closely 
with  key  Thai  Government  officials,  acting  as  consultants  and  advisers,  but  will 
assume  no  governmental  operational  responsibilities.  They  will  be  attached  to 
the  Ministry  of  Finance.  They  will  collaborate  with  and  use  the  training  facili- 
ties of  the  Institute  of  Public  Administration  at  Thammasat  University. 

An  important  corollary  of  the  work  of  the  PAS  group  will  be  the  provision  of 
an  economic  adviser  of  high  caliber,  to  be  assigned  to  the  office  of  the  Prime 
Minister,  who  will  work  directly  with  leading  officials  of  the  Government  of  Thai- 
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land  in  the  areas  of  overall  economic  and  fiscal  policies  and  development  planning. 
The  provision  of  this  adviser  was  recommended  also  by  the  World  Bank.  He 
will  advise  on  such  problems  as  stimulation  of  foreign  investment,  borrowing 
policies,  budget  formulation  and  policy,  and  planning  and  implementation  of 
development  programs. 

OVERSEAS  TRAINING 

The  training  of  Thai  nationals  in  the  United  States  is  an  important  part  of 
the  aid  program.  Trained  technical  personnel  in  large  numbers  are  essential 
for  progress  in  any  sector  of  the  economy.  To  overcome  the  serious  shortage 
of  qualified  technicians,  participants  in  all  major  fields  of  activity  which  the  aid 
program  supports  in  Thailand  are  being  sent  to  the  United  States  and  other  coun- 
tries for  training.  A total  of  1,031  individuals  have  already  gone  abroad  or  are 
scheduled  to  go  during  the  current  year.  To  date,  558  have  returned  and  253 
are  now  in  the  United  States. 

USOM  is  now  cooperating  with  the  Thai  Government  ministries  in  the  selec- 
tion and  processing  of  the  participants  to  be  financed  from  1956  funds  who  are 
scheduled  to  depart  for  training  during  this  calendar  year.  Seventeen  of  these 
participants  will  be  sent  for  training  to  Japan  or  to  the  Philippines. 

For  each  participant,  the  United  States  Government  pays  for  all  costs  of 
training  in  the  United  States,  while  the  Thai  Government  of  other  sponsoring 
institution  pays  for  the  cost  of  international  travel  and  the  regular  salary  of 
the  participant  during  his  training  abroad.  Candidates  are  selected  on  the 
basis  of  their  ability  to  benefit  from  training  abroad,  and  on  the  understanding 
that  they  wTill  be  returned  to  responsible  positions  where  they  can  put  their  train- 
ing to  use  for  the  economic  development  of  Thailand. 

The  greater  number  of  participants  has  been  in  the  fields  of  health,  education, 
agriculture,  and  transportation,  with  some  selected  also  from  the  fields  of 
industry  and  mining  and  public  administration.  The  distribution  by  field  of 
activity  is  as  follows : 


Training  of  Thai  nationals  in  the  United  States,  1951-56  (by  field  of  activity) 


Number  of  participants 

Returned 

Now  in 
United  States 

In  process 

Total 

Agriculture  and  natural  resources 

129 

54 

26 

209 

Industry  and  mining . _ 

50 

12 

13 

75 

Transportation - - 

46 

23 

37 

106 

Labor 

1 

2 

5 

8 

Health  and  sanitation . - 

180 

68 

59 

307 

Education-  . ..  _ 

103 

69 

57 

229 

Public  administration ...  - 

49 

25 

21 

95 

General  and  miscellaneous - - 

2 

2 

Total.. 

558 

253 

220 

1,031 

Total  dollar  cost  of  the  training  program  to  date  is  $4,726,065,  financed  entirely  from  technical  cooperation 
funds  (with  the  exception  of  22  participants  costing  $103,000,  financed  from  1956  economic  aid  funds). 
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Schedule  3. — United  States  Operations  Mission  to  Thailand 

[ Project  costs,  based  on  amounts  obligated,  in  United  States  dollars,  and  amounts  withdrawn  for  projects 
from  the  counterpart  fund  in  United  States  dollar  equivalents,  at  Baht  20 =$1] 

[All  projects,  from  the  beginning  of  the  program,  Sept.  19,  1950  through  June  30, 1956] 

[Figures  shown  are  thousands  of  United  States  dollars] 


Name  of  project 

Project 

No. 

Total 

dollars 

Counter- 
part (dollar 
equivalent) 

Other 

local 

currency 

TECHNICAL  COOPERATION 

Agriculture: 

Agriculture  extension  . _ ..  

029 

445.  3 

246.5 
823.8 

58.3 
1,441.6 

615.6 
5.0 

735.7 
18.6 

270.8 

49.4 

36.0 

382.8 

710.0 

63.0 
616.2 

181.1 
127.0 

428 

Improving  Kasetsart  University 

130 

1,  278. 1 
89.0 

751 

Soil  fertility  and  management  

131 

60 

Crop  improvement  --  

032 

1, 239.  4 
474.6 

2,870 

580 

Livestock  development  and  distribution  controls.  - .. 

033 

Agriculture  marketing  and  statistics. 

035 

39.0 

40 

Cooperatives  and  credit 

034 

1,  074. 0 
34.0 

700 

Rural  vouth  . _ .. 

036 

56 

Fisheries  improvement 

023 

886.1 

910 

Forestry _ 

077 

262.9 

210 

Fertilizer  distribution 

311 

394.4 

80 

Irrigation  and  reclamation 

314 

3, 158.  7 
227.9 

3, 815 
120 

Gravity  irrigation  

024 

Industry  and  mining: 

Geological  survey. . 

038 

67.4 

128 

Experimental  metal  mining  operation 

132 

1,  508.  6 
26.0 

915 

Minerals  experimentation  center 

133 

48 

Power  facilities  improvement 

041 

1, 032. 3 
160.0 

95 

Power  exploratory  survey. ..  ... 

134 

Telecommunications 

042 

290.4 

Vegetable  oil  refining 

044 

10.0 

12.4 

531.8 

10 

Transportation: 

Highways  development 

046 

1,972.3 

170.0 

970 

Automotive  maintenance  

135 

Railroad  operations  improvement . 

014 

1,  500.  3 
75.  5 

281.5 

3, 100 
60 

Hydrographic  study  

049 

Upper  air  aids 

070 

93. 1 

24.9 

199.9 

51 

Air  transport ..  

050 

787.7 

285 

Improvement  Thai  airways 

118 

1,  022. 0 

855.  5 

238 

Port  operation  and  improvement 

048 

102.8 

750 

Labor:  Labor  relations  training 

051 

83.4 

21 

Health  and  sanitation: 

Environmental  sanitation..  

022 

868.8 

118.2 
715.5 
248.7 
126.0 
278.4 
852.9 
1, 108.  6 
80.0 
20.0 

37.2 

18.2 
3.6 
9.4 

370 

Rural  health 

053 

907.4 

1,620 
3,  025 
110 

Medical  education 

016 

1,  601.  6 
268.4 

Health  education .. 

054 

In-service,  preservice  training 

072 

585.0 

325 

Hospital  improvement 1 

035 

1,  780.  5 

2,  380.  4 
248.5 

8,110 
1,  508 

M alaria  control 

017 

Intestinal  parasitic  disease 

052 

'310 

School  health  . ..  

233 

273.4 

150 

Venerial  disease  control 

213 

284.4 

185 

Plague  control  

222 

60.  8 

78 

Dermatosis  control 

223 

42.3 

25 

Foreign  quarantine ...  ... 

224 

24.3 

18 

Vital  statistics 

225 

61.0 

40 

Nutritional  disease  control 

218 

128.  8 

50.0 

135 

Serum,  vaccine,  drugs.. 

219 

8.0 

Water  supply... 

201 

29.  5 

233.0 

Water  systems 

202 

685.0 

Education: 

Technical  education 

057 

1,381.7 

793.9 

225.9 

835.3 

43.5 

107.1 

6.2 

321.5 

890 

Vocational  education 

710 

2,010 

350 

Vocational  agriculture  schools 

058 

97.5 

Curriculum  development. 

060 

118. 1 

190 

Secondary  education 

138 

30.0 

25 

Teacher  training. 

021 

2,  010.  3 
76.  5 

4, 125 
40 

Engineeiing  education 

123 

Improvement  Chulalongkom  University 

124 

172.8 

44.9 
543.  0 

725 

Community  schools 

059 

561.  2 

750 

Elementary  education. 

006 

9.0 

3 

Reactor  training. 

085 

9.6 

4 

Public  administration: 

Bangkok  city  planning.. 

119 

200.0 

Public  finance  improvement 

062 

113.0 

75 

Fiscal  administration  improvement 

146 

465.0 

12.5 

368.0 

125 

Program  information 1 

065 

89  2 

285 

Nuclear  science 

085 

8.0 

3 

Isotope  laboratory  improvement 

161 

13.0 

Indiana-Thammasartl 

063 

880.  0 

47.2 

130.0 

313.3 

233.3 

125 

Community  development  and  social  welfare: 

Land  resettlement 

150 

Northeast  provinces  social  welfare 

220 

War  relief  and  rehabilitation 
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Schedule  3. — United  States  Operations  Mission  to  Thailand — Continued 


[Figures  shown  are  thousands  of  United  States  dollars] 


Name  of  project 

Project 

No. 

Total 

dollars 

Counter- 
part (dollar 
equivalent) 

Other 

local 

cuNency 

technical  coopebation— continued 

Regional: 

j 

Mekong  River  survey.  

R002 

60.0 

2.0 

Rinderpest  control 

R005 

101.7 

70 

TTEC  program  operations 

60  5 

Trust  fund  . . _ . ..  _ 

3 951  2 

J_'1  ** 

Administration  expense... _ 

1,  205  0 

Subtotals  for  technical  cooperation.. 

— w 

36,686.5 

19, 884.8 

43, 465 

DEFENSE  SUPPORT 

Tank  irrigation 

142 

152.7 

464.1 

272 

Ground  water  research  ...  . 

108 

707.4 

82.0 

260 

Northeast  highway 

066 

12, 342.  0 

1 000 

General  highways.. . . ...  

089 

2,  657.  9 

1, 250.0 

2i,  010 

Aero  ground  services 

050 

319.5 

36.2 

225 

Meteorological  service 

117 

139.5 

5.8 

175 

Malaria  control 

017 

486.0 

420.0 

570 

Low  cost  housing 

144 

5.0 

Railway  extension,  Nongkai ...... 

090 

1, 287. 0 

1,830.0 

Railway  equipment  . 

091 

1, 100. 0 

Police  hospital  equipment 

086 

' 225.0 

Siriraj  hospital  equipment.  ..  ... 

104 

80.0 

Volunteer  defense  corps 

100 

112.4 

693.7 

Trust  fund .... 

167.7 

DIRECT  FORCES  SUPPORT 

Airfield  construction .......  

094 

2,  742.  7 

88.5 

Commercial  trucks ......  

107 

' 711. 0 

Horses  and  tackle . 

115 

200.0 

Uniforms ... 

114 

1, 870. 0 

Fork  lift  trucks. 

5232 

30.0 

Field  hospitals 

5233 

550.0 

POL  supply.. ... . 

5216 

2, 386. 0 

Army  training  facilities 

101 

'250.0 

52.9 

Navy  training  facilities 

111 

25.0 

9.4 

POL  storage  facilities.. . 

105 

1, 456. 9 

9.4 

Naval  base  improvement 

110 

1,  202.0 

5.6 

• 

COMMERCIAL  PROCUREMENT 

Commercial  procurement  (to  generate  Baht) 

43,603.3 

Grand  total 

111,  327.  8 

25, 000. 1 

48,977 

Of  the  total  $111,327.8  thousand  United  States  aid  administered  from  ICA  funds 
table  III-A  the  following  amounts  were  for  direct  military  support : 

Direct  forces  support  funds  obligated  in  fiscal  year  1955  for  military  construc- 
tion projects  ($5,676.5)  and  nonconstruction  supplies  ($5,750.) : $11,426.5 
thousand. 

Defense  support  funds  programed  for  commercial  commodity  imports  to  create 
local  currency  and  the  local  currency  in  turn  programed  for  military  construction 
projects  ($18,373.4)  and  acquisition  of  local  supplies  ($3,739.)  for  Thai  military 


forces : 

Thousand 

Fiscal  year  1955  source  funds $14, 112. 4 

Fiscal  year  1956  source  funds 8,  000.  0 


Total 22,112.4 

Total  ICA  funds  for  military 33,  528.  9 

Balance  obligated  for  economic  and  technical  assistance 77,  798. 9 


Total 111,327.8 


Note. — In  fiscal  year  1957  the  JUSMAG  has  proposed  $2,967.2  be  programed 
in  counterpart  support  which  counterpart  will  be  derived  from  defense  support 
aid. 
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Schedule  5 

[Security  classification:  Unclassified] 

International  Cooperation  Administration, 

September  11,  1956. 

From:  Bangkok. 

Subject : Fiscal  year  1957  operational  TC  program. 

Address  and  serial  No  : Washington,  TOICA  A-246. 

1.  After  thorough  review  and  evaluation  fiscal  year  1957  technical  cooperation 
^operational  program  submission  now  completed  with  full  TG  and  country  team 
concurrence.  Tabular  material  consists  of  the  following : 

(a)  Project  assistance  by  individual  projects  and  cost  factors — technical 
cooperation  program  dated  August  31,  1956.  Total  US$4,600,000;  counterpart 
total  $4,105,000  (United  States  dollar  equals  B20). 

(b)  Project  assistance  by  individual  projects  and  cost  factors — regional  proj- 
ects. This  table  covers  those  regional  projects  (both  technical  cooperation  and 
AEDF)  financed  from  United  States  dollar  funds  allotted  to  the  mission  and/or 
involving  counterpart  fund  costs. 

(c)  Status  report  United  States  employed  technicians,  technical  cooperation, 
defense  support,  regional,  fiscal  year  1956. 

( d ) Status  report  United  States  employed  technicians,  technical  cooperation, 
fiscal  year  1957. 

Ten  mimeographed  copies  of  these  tables  and  one  set  of  stencils  are  being 
separately  pouched. 

2.  Program  approval  of  all  projects  listed  in  the  table  referred  to  in  paragraph 
1 (a)  above  is  requested.  If  necessary  to  approve  an  amount  of  funds  less  than 
the  $4,600,000  proposed,  approval  of  the  following  amounts  should  be  withheld 
in  order  of  listing  up  to  maximum  of  delayed  approvals : 

(a)  Project  98-37-118,  improvement  Thai  airways,  $540,000. — This  represents 
the  contract  services  portion  of  this  project.  Funding  in  this  amount  can  be 
delayed  until  the  latter  part  of  fiscal  year  1957  as  previously  obligated  funds 
should  be  adequate  until  that  time  and  no  contracting  action  is  involved  which 
would  require  immediate  approval  action.  The  participants  training  portion  f 
the  project  ($60,000)  should  be  included  in  initial  approval  as  participants  can  be 
dispatched  for  training  as  soon  as  processing  is  completed. 

Authorizing  officer : Allan  Loren  for  Lloyd  K.  Larson,  Director. 

Drafted  by : Cabot,  Tolbert,  Davis. 

Office:  Program. 

(b)  Project  63-66-124,  improvement  of  Chulalongkorn  University,  $458,000. — 
This  amount,  representing  entire  United  States  dollar  funding  for  fiscal  year  1957, 
is  intended  to  initiate  financing  of  increased  contractual  services  and  commodities 
for  improvement  of  the  engineering  department  of  Chulalongkorn  University  to 
accelerate  the  rate  of  increase  in  the  number  of  graduate  engineers.  This 
may  possibly  be  arranged  by  amendment  of  the  existing  Texas  contract.  A 
survey  is  currently  under  way  to  determine  the  extent  of  services  and  facilities 
improvement  needed,  and  United  States  dollar  funding  can  be  delayed  until  end 
of  fiscal  year  1957  without  seriously  jeopardizing  implementing  action. 

3.  The  total  number  of  United  States  technical  positions  authorized  for  the 
fiscal  year  1956  TC  program  was  107  as  compared  to  105  in  this  fiscal  year  1957 
submission.  However,  considerable  readjustment  is  to  be  accomplished  in  fis- 
cal year  1957,  and  by  the  end  of  fiscal  year  1957  a reduction  to  86  authorized 
positions  is  called  for.  The  number  of  contract  personnel  in  the  TC  program 
will  increase  from  58  in  fiscal  year  1956  to  93  in  fiscal  year  1957  reflecting  (a) 
initiation  of  Technical  Institute-Wayne  University  contract;  (b)  the  addition 
of  services  to  Kasetsart  University;  (c)  the  execution  of  other  contracts  such 
as  power  exploratory  survey  which  were  included  in  prior  programs  although 
contracts  are  still  being  negotiated;  and  ( d ) added  contracts  in  the  public  ad- 
ministration and  industrial  sectors.  Detailed  explanation  is  contained  in  proj- 
ect descriptions. 

4.  Project  93-71-160  has  not  been  included  in  the  technical  cooperation  pro- 
gram table  as  United  States  dollar  funds  for  this  project,  when  implemented,  are 
assumed  to  be  outside  regular  TC  program  funding.  Local  currency  costs,  when 
determined,  can  very  probably  be  obtained  from  defense  support  generated 
counterpart. 
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5.  The  following  schedule  shows  comparison  by  activity  fields  between  the 
congressional  and  operational  presentations: 


Activity  field 

Congres- 
sional total 

Operational 

total 

Difference 
(+)  or  (-) 

Agriculture 

1,215 

1,043 

-172 

Industry  and  mining 

585 

300 

-285 

Transportation 

285 

665 

+380 

Labor 

40 

55 

+ 15 

Health  and  sanitation 

820 

692 

-128 

Education 

975 

1, 193 

+218 

Public  administration ..  

190 

345 

+155 

Community  development,  social  welfare,  and  housing 

105 

40 

-65 

General  and  miscellaneous 

385 

267 

-118 

Total 

4,600 

4,600 

Fiscal  Yeab  1957  Operational  Technical  Cooperation  Program 

PROJECT  DESCRIPTIONS 

The  following  is  a listing  of  all  projects  (not  including  regional  projects)  with 
a brief  description  of  all  new  projects  and  of  continuing  projects  whose  scope  or 
character  is  substantially  changed  from  fiscal  year  1956: 

10.  Agriculture  and  natural  resources 

11-029  Agricultural  extension  and  research  ( continuing ) 

In  the  past  under  projects  11.029  agricultural  extension  and  research;  12-131 
soil  fertility  and  management;  13-032  crop  improvement;  13-154  plant  disease 
and  pest  control ; and  16-036  rural  youth,  a number  of  activities  have  been  carried 
out  in  various  phases  of  agricultural  extension  and  research. . The  major  empha- 
sis of  the  program  hitherto  has  been  on  training  Thai  personnel  and  reorganizing 
and  strengthening  the  Ministry  and  related  central  services,  but  to  date  it  has 
borne  little  fruit  in  terms  of  extension  to  the  village  level  and  the  individual 
Thai  farmer.  The  Thai  Government  is  now  undertaking  the  formal  establishment 
of  an  agricultural  extension  service  which  will  have  departmental  status  in  the 
Ministry  of  Agriculture.  This  project  now  concentrates  our  efforts  in  these 
former  projects  to  maximize  their  effectiveness  in  support  of  this  extension 
service. 

Rural  youth  activities  will  be  included  in  this  extension  project  as  a part  of 
this  concentration  of  all  activities  of  a direct  extension  nature  in  one  project. 
Some  research  activities  wTill  be  carried  on  in  this  project  also  in  order  to  make 
more  effective  the  link  between  research  and  extension  and  to  insure  that  the 
results  of  research  are  carried  directly  into  the  field  as  part  of  the  extension 
program. 

This  reorientation  of  projects  is  part  of  our  objective  of  moving  the  agricul- 
tural program  into  the  field.  In  fiscal  year  1957  it  is  planned  to  develop  a regional 
organization  at  Korat  (region  III)  of  United  States  Operations  Mission  and 
Ministry  technicians  to  serve  as  a field  demonstration  of  work  under  this  project 
(as  well  as  under  the  credit  and  marketing  and  resources  management  projects 
described  below).  This  project  calls  for  14  positions  during  the  fiscal  year,  of 
which  5 are  positions  terminating  during  the  year.  It  includes  4 new  positions, 
3 of  which  ( however,  were  already  authorized  in  the  respective  fiscal  year  1956 
projects.  These  positions  would  give  particular  emphasis  to  the  extension 
aspects  of  the  project. 

11-130  Improvement  of  Kasetsart  University  ( continuing ) 

As  a result  of  a careful  review  of  this  project  it  has  been  agreed  with  Kasetsart 
University  that  ICA  contractual  assistance  must  carefully  make  possible  an 
expanded  program  of  high-grade  livestock  under  lease  arrangements  to  indi- 
vidual farmers  and  to  provide  breeding  stock  to  enable  upgrading  of  Thail  nd’s 
livestock.  It  is  hoped  that,  as  a part  of  the  economic  development  loan  fund 
undertaking  contemplated  in  the  fiscal  year  1957  defense  support  program,  con- 
siderable loan  assistance  can  be  given  to  livestock  ranchers  and  to  the  livestock 
handling  and  meat  processing  industries  necessary  to  develop  the  livestock 
industry. 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959  937 


The  livestock  specialist  and  farm  production  specialist  positions  will  be  con- 
tinued; the  animal  disease  pathologist  position  will  be  continued  during  the 
fiscal  year;  and  new  positions  for  a cattle  geneticist  and  a farm  equipment 
specialist  are  called  for. 

lJf-085  Agricultural  statistics  { continuing ) 

This  project  is  continuing.  It  is  expected,  however,  that  it  will  be  phased  out 
in  early  fiscal  year  1958. 

14-084  Credit  and  marketing  ( continuing ) 

Heretofore  the  major  emphasis  in  the  agricultural  program  has  been  on  the 
production  side.  It  has  been  realized,  however,  that  a major  problem  in  the  de- 
velopment of  Thailand’s  agricultural  resources  also  lies  in  the  fields  of  market- 
ing and  credit.  Some  work  has  been  done  in  this  field  by  this  project,  formerly 
entitled  cooperatives  and  credit.  It  is  planned  to  give  this  project  now  some  re- 
orientation and  greater  emphasis.  It  will  continue  assistance  to  cooperatives. 
The  major  activity  of  this  project  now  will  be  in  the  development  in  the  above- 
mentioned  Korat  demonstration  region  of  credit  and  marketing  techniques  and 
institutions.  Though  continuing  to  work  through  cooperatives,  it  will  also  under- 
take a pilot-credit  scheme  utilizing  a provincial  credit  organization  to  make  loans 
available  for  farm  production,  farm  improvement,  and  particularly  marketing. 
This  project  also  will  be  carefully  planned  to  enable  expansion  by  demonstration 
throughout  Thailand. 

The  project  calls  for  three  new  technicians  to  work  particularly  in  the  Korat 
area;  an  agricultural  credit  adviser;  a credit  management  specialist;  and  a 
cooperatives  management  specialist.  It  also  calls  for  the  continuation  of  the 
agricultural  equipment  adviser  until  early  fiscal  year  1958  and  for  the  termination 
of  the  cooperatives  specialist  in  mid  fiscal  year  1957. 

18- 023  Fisheries  ( continuing ) 

This  project  will  be  phased  out  this  year,  providing  only  aid  to  complete  work 
already  undertaken.  The  emphasis  on  fisheries  in  the  past  has  been  directed 
toward  production.  It  is  felt  that  the  objectives  of  this  project  can  be  fully 
achieved  through  this  fiscal  year.  Continuing  proposals  in  fisheries  will  particu- 
larly relate  to  marketing  aspects.  It  is  hoped  that  credit  obtained  through  the 
mechanism  of  the  economic  development  loan  fund  can  give  the  needed  assistance 
to  private  marketing  facilities. 

19- 037  Agriculture  program  administration  { continuing ) 

This  project  provides  for  the  agricultural  officer,  for  a new  program  assistant 
position,  for  two  secretaries  and  for  the  agricultural  engineer  position  which  will 
be  terminated  during  fiscal  year  1957. 

20.  Industry  and  mining 

21-038  Geological  survey  ( continuing ) 

21-033  Minerals  experimental  center  ( continuing ) 

No  change  is  contemplated  in  these  continuing  projects.  The  fiscal  year  1956 
experimental  metals  mining  operations  project  is  completed  and  will  not  be  car- 
ried in  the  fiscal  year  1957  program. 

22-041  Power  facilities  improvement  (, continuing ) 

22-134  Power  exploratory  survey  ( continuing ) 

29-139  Industrial  technical  advisory  services  {new) 

As  a part  of  the  industrial  development  program  described  in  29-143  this 
project  will  provide  three  technicians  under  contract  to  assist  in  the  establish- 
ment and  operation  of  an  industrial  technical  services  center.  This  center  will 
work  closely  with  the  economic  development  loan  fund,  screening  loan  applica- 
tions and  providing  technical  advisory  services  to  loan  recipients  and  other 
private  enterprises. 

29-1^8  Industrial  development  program  administration  {new) 

This  new  project  reflects  the  planned  establishment  in  fiscal  year  1957  of  an 
Industrial  Development  Division  in  USOM  consisting  initially  of  two  advisers: 
the  present  industry  adviser  who  will  concentrate  on  technical  aids  to  industry, 
and  a new  industrial  investment  adviser  who  will  be  primarily  concerned  with 
assisting  and  advising  the  Thai  Government  on  means  of  stimulating  industrial 
development  and  removing  legislative,  administrative  and  other  obstacles  to 
the  growth  of  industry  in  Thailand.  The  major  initial  responsibility  of  the 
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industrial  investment  adviser  will  be  to  assist  in  the  establishment  of  an  economic 
development  loan  fund,  for  which  fiscal  year  1957  defense  support  funds  are 
earmarked,  to  provide  credit  at  reasonable  terms  to  small  and  medium  sized, 
private  enterpreneurs. 

SO.  Transportation 

S1-1S5  Automotive  maintenance  training  facilities  ( continuing ) 

83-0 Ilf  Railroad  operations  improvement  ( continuing ) 

This  project  has  been  terminated  and  is  listed  in  the  fiscal  year  1957  program 
only  to  provide  for  the  technician  through  November  1956. 

37-118  Improvement  Thai  airways  ( continuing ) 

39-01*5  Public  Works  <&  Engineering  Program  Administration  ( con -- 
tinning ) 

This  project  provides  for  the  public  works  and  engineering  officer  (formerly 
carried  as  public  works  and  industry  officer),  the  regional  transportation  ad- 
viser, the  chief,  engineering  section,  an  administrative  assistant,  and  a new 
telecommunications  adviser  position. 

40.  Labor 

1*1-051  Labor  relations  training  ( continuing ) 

50.  Health  and  sanitation 

53-058  Rural  Health  ( continuing ) 

In  the  past  the  aid  program  has  carried  several  separate  Public  Health  proj- 
ects working  in  Thai  Government  divisions  and  departments.  These  include: 
52-022  Environmental  sanitation ; 53-053  Rural  health ; 54-054  Health  educa- 
tion ; and  54—072  In-service  and  preservice  training  center,  Cholburi.  There  is 
now  a need  to  provide  for  fully  planned  extension  of  public  health  services. 
throughout  Thailand.  United  States  technicians  will  continue  to  work  closely 
with  the  Ministry  at  the  national  level,  but  also  the  activities  of  the  above  four 
projects  will  be  reoriented  to  undertake  a specific  demonstration  operating  pro- 
gram in  selected  rural  areas  designed  to  accomplish  specific  objectives  within  a 
given  time  period  and  with  a view  to  establishing  reasonable  standards  for  rural 
improvement  which  could  be  then  multiplied  throughout  the  country.  Apart 
from  existing  village  demonstration  projects  at  Bhuket  and  San  Sook,  it  is  en- 
visaged that  the  Korat  area  (as  was  the  case  in  the  agricultural  program) 
where  a pilot  regional  health  organization  has  recently  been  set  up  will  be- 
particularly  selected  for  this  demonstration.  It  is  felt  that  the  development 
of  a successful  program  along  these  lines  would  also  be  of  great  benefit  as  a 
spearhead  in  setting  up  a community  development  program  in  Thailand. 

51*-016  Medical  education  ( continuing ) 

Assistance  to  medical  education  is  continued  primarily  as  a means  of  pro- 
ducing qualified  staff  for  Thailand’s  public  health  organization.  The  project 
is  planned  so  as  to  provide  training  and  technical  assistance  to  lay  the  ground- 
work for  a third  medical  school.  Expansion  of  this  activity  is  planned  next 
year,  assuming  that  final  agreement  is  reached  in  fiscal  year  1957  on  the  es- 
tablishment of  a new  medical  school  at  Chiengmai.  Assistance  will  be  con- 
tinued to  complete  the  establishment  of  the  schools  of  medical  technology  at 
the  two  existing  medical  schools. 

55-055  Hospital  improvement  ( continuing ) 

Assistance  in  equipping  hospitals  will  be  phased  out  this  year  in  order  to  con- 
centrate available  resources  on  public-health  services  and  on  preventive  medicine 
rather  than  on  medical  care  facilities.  The  project,  as  in  prior  years,  provides 
for  overseas  training  of  several  participants  in  the  field  of  nursing  education, 
since  a substantial  portion  of  the  nursing  education  facilities  in  Thailand  are 
located  in  the  hospitals.  However,  this  activity  will  also  be  phased  out  this 
year,  and  further  assistance  in  the  field  of  nursing  education  will  be  provided 
only  insofar  as  it  makes  a significant  contribution  to  the  development  of  a new 
and  effective  nursing  education  institution,  possibly  in  conjunction  with  the 
third  medical  school. 

59-056  Health  and  sanitation  program  administration  ( continuing ). 

60.  Education 
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61-05 7 Technical  Institute  ( continuing ) 

This  is  a retitling  of  the  improvement  technical  education  facilities  project 
and  provides  for  the  imminent  Wayne  University  contract  funded  in  fiscal  year 
1956. 

61-162  Vocational  education  ( continuing ) 

This  project  has  been  redesigned  and  combined  with  the  vocational  agriculture 
schools  project  to  provide  for  the  careful  planning  of  an  integrated  program  to 
upgrade  vocational  education  in  Thailand.  The  vocational  education  adviser 
will  assist  the  Ministry  of  Education  in  this  respect,  coordinating  and  assisting 
in  the  planning  of  the  activities  of  the  two  vocational  agriculture  technicians, 
the  Wayne  University  team,  and  the  educationist  printing  trade  technician.  The 
educationist  commercial  education  and  the  educationist  electrical  trades  are 
being  terminated  in  early  fiscal  year  1957.  During  this  planning  phase  no 
further  technicians  are  contemplated. 

The  technical  assistance  and  commodity  aid  to  the  vocational  agricultural 
schools  wil  be  provided  in  order  to  improve  teaching  staffs  and  to  develop 
instructional  materials  and  more  practical  curricula.  United  States  assistance 
Is  now  focused  primarily  on  2 of  the  16  agricultural  schools : Mae  Joh,  at  Chieng- 
mai,  which  is  limited  to  high-school  graduates,  and  whose  graduates  go  on  to  the 
Agricultural  University  ; and  Surindr,  which  is  the  only  one  training  agricultural 
teachers.  In  fiscal  year  1957  assistance  will  be  given  in  developing  another 
center  for  training  agricultural  teachers  for  the  southern  areas  at  Nakornsrid- 
hamras. 

With  regard  to  other  vocational  education  facilities,  the  program  to  date  has 
centered  almost  exclusively  on  the  Technical  Institute,  in  Bangkok.  There  is 
also,  however,  a need  to  develop  the  potential  of  numerous  other  trade  schools 
which  serve  different  student  groups.  Facilities  in  these  schools  are  outmoded, 
and  available  teachers  need  to  be  trained  in  the  use  of  power  equipment,  etc. 
There  has  been  only  a limited  effort  to  provide  training  in  fields  other  than 
carpentry  or  to  meet  adult  education  needs  through  part-time  or  evening  classes. 
The  vocational  education  adviser  will  survey  the  needs  and  assist  in  formulating 
a program  for  developing  certain  of  the  trade  schools  as  demonstration  centers 
to  guide  the  further  development  of  other  vocational  schools. 

64- 11$ — Elementary  education  ( continuing ) 

The  major  areas  of  United  States  assistance  to  the  education  program  in 
Thailand  are  vocational  education  carried  in  61-067  and  61-162  above,  elemen- 
tary education,  and  university-level  teacher  training.  (The  secondary  education 
project  will  be  phased  out  this  year  and  the  other  project  in  the  education  pro- 
gram, improvement  Chulalongkorn  University  engineering,  is  designed  to  up- 
grade technical  training  in  a particularly  high-priority  field. ) 

The  elementary  education  project  is  a relatively  large  concentration  of  effort 
on  the  upgrading  of  the  elementary  educational  system  in  Thailand  through 
general  guidance  at  the  ministerial  level,  demonstration  schools,  and  particular 
emphasis  on  preservice  and  in-service  teacher  training.  This  project  includes 
the  former  curriculum  development  Chachoengsao  project  and  the  school-level 
portion  of  the  former  teacher  training  project,  and  the  former  development  of 
in-service  and  supervisory  activities  project. 

Technical  assistance  and  community  aid  are  provided  for  the  development 
of  demonstration  primary  schools  and  primary  extension  schools  to  serve  as 
guides  to  the  Ministry  of  Education  in  further  developing  secondary  schools 
throughout  Thailand,  using  Thailand’s  own  resources.  Two  continuing  positions, 
curriculum  instructional  material  and  vocational  agriculture  are  provided  and 
one  new  elementary  educationist  position  is  included  with  incumbent  to  arrive 
shortly.  The  administration  and  supervisory  position  was  terminated  early 
In  fiscal  year  1957. 

Work  in  the  teacher  training  schools,  primarily  directed  toward  upgrading 
the  elementary  schools,  will  be  continued  with  concentration  on  advice  at  the 
ministerial  level  and  in  selected  training  schools.  Two  continuing  technicians, 
teacher  training  and  home  economics,  and  a new  position,  teacher  training,  gen- 
eral, are  provided. 

65- 188  Improvement  secondary  education  ( continuing ) 

This  project  provides  for  continuing  technical  assistance  and  commodity  aid 
in  the  general  improvement  of  the  secondary  school  system  with  particular 
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emphasis  on  the  establishment  of  4 demonstration  high  schools  to  serve  as  guides 
for  the  future  development  of  secondary  education  in  Thailand.  Separate  project 
assistance  in  this  field  will  be  phased  out  at  the  end  of  this  year  with  whatever 
continuing  advisory  assistance  necessary  thereafter  to  be  provided  by  the  tech- 
nicians called  for  in  the  general  education  program  administration  project.  The 
secondary  education  technicians  now  under  recruitment  for  this  project  would 
thus  be  carried  in  the  program  administration  project  after  this  year. 

66-021  Teacher  training,  university  ( continuing ) 

This  project  covers  the  Indiana  University  contract  portion  of  the  former 
teacher  training  project. 

66-126  Education  Program  Administration  ( continuing ) 

66-12 If  Improvement,  Chulalongkorn  University,  Engineering  (contin- 
uing) 

70.  Public  administration 

72-119  Bangkok  city  planning  ( continuing ) 

75-098  Modernization  of  Government  fiscal  management  ( continuing ) 

This  project  which  includes  the  Public  Administration  Services  contract  group, 
will  be  expanded  to  include  the  services  of  a new  tax  administration  adviser 
specialized  in  real-estate  taxation,  who  has  been  requested  by  the  Ministry  of 
Finance.  Also  included  under  this  project  is  the  technician  formerly  provided 
under  the  Howell  contract  (formerly  project  No.  75-062,  Public  finance  improve- 
ment— revenue  collection).  This  project  will  coordinate  the  services  of  this 
entire  group  of  technicians  in  the  field  of  budgetary  management  and  control 
and  revenue  administration. 

7 5-1^6  Economic  policy  and  planning  (continuing) 

This  project,  formerly  entitled  “Financial  Administration  Improvement,” 
includes  the  services  of  the  economic  adviser  (Loftus)  and  is  retitled  “Economic 
Policy  and  Planning”  to  indicate  the  true  nature  of  his  assignment.  Also  in- 
cluded is  a secretary  to  be  assigned  to  him,  as  well  as  provision  for  eight  partici- 
pants to  be  chosen  from  the  Ministry  of  Finance,  the  National  Economic  Council 
and  other  agencies,  for  training  in  the  fields  of  economic  analysis  and  national 
development  programing. 

77- 063  Public  administration  institute  Thammasat  University  (continu- 

ing) 

78- 156  Government  statistical  services  (new) 

This  project  will  provide  for  three  technicians  under  contract  to  assist  in  the 
development  and  strengthening  of  central  statistical  services  in  the  National 
Economic  Council  and  other  central  programing  agencies.  These  technicians 
will  be  primarily  concerned  with  the  improvement  of  collection  and  analysis  of 
statistics  required  for  national  economic  development  programing  and  for  con- 
tinuous review  of  economic  progress  in  the  various  sectors  of  the  Thai  economy. 

79- 11)7  Public  administration  program  direction  (continuing) 

In  addition  to  the  present  Public  Administration  Adviser  and  his  secretary, 
t;his  project  will  provide  for  a new  specialist  in  government  organization  and 
methods,  to  assist  in  the  improvement  of  general  government  management. 
.Both  of  these  advisers  will  be  available  to  assist  the  Thai  Government  in  estab- 
lishing means  of  improving  the  efficiency  of  government  organizations,  leading 
possibly  to  the  establishment  of  an  organization  and  methods  upit  under  the 
Council  of  Ministers  or  elsewhere  for  continuing  this  activity  on  a permanent 
basis. 

80.  Community  development,  social  welfare  and  housing  (continuing) 

81-157  Community  development  (new) 

This  project  provides  the  services  of  a specialist  in  the  organization  and 
-administration  of  community  development  programs,  to  advise  and  assist  the 
Thai  Government  on  methods  of  integrating  at  the  village  level  the  field  services 
of  the  established  Ministires,  the  training  of  necessary  field  workers,  and  the 
implementation  of  a national  community  development  program. 
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90.  General  and  miscellaneous 

92-065  Program  information  ( continuing ) 

98-086  School  of  nuclear  science  and  energy  ( continuing ) 

98- 1  JfO  Atomic  energy  for  peaceful  uses  {new) 

This  project,  originally  proposed  but  not  carried  out  under  the  fiscal  year 
1956  program,  provides  for  training  in  the  United  States  of  eight  participants 
in  utilization  of  atomic  energy  for  peaceful  uses  in  various  fields. 

99- 102  Program  operations  ( continuing ) 

ASSISTANCE  TO  TAIWAN 

Senator  Ellender.  In  Taiwan,  as  I pointed  out  before,  we  have 
given  to  that  little  island  until  it  hurts  and  its  economy  has  never 
been  as  prosperous  as  it  is  now.  Nevertheless,  we  are  still  making 
money  available  to  them  for  many  projects  assisted  in  the  past 
through  these  grants. 

I am  not  going  to  discuss  each  of  these  but  I would  like  to  go  into 
at  least  two  of  them. 

The  first  is  the  Shihmen  Dam.  Mr.  Chairman,  I would  like  to  read 
into  the  record  an  excerpt  from  my  1955  diary  which  follows : 

We  stopped  at  a large  village  to  visit  the  headquarters  of  Shihmen  plant  and 
commission  located  in  a large  two-story  building.  This  commission  has  been 
at  work  for  over  a year  planning  the  erection  of  the  Shihmen  Dam.  It  has 
spent  much  counterpart  funds  in  exploiting  the  damsite  and  borings.  Enough 
work  has  been  done  to  determine  the  cost.  All  of  the  expenses  have  come  out 
of  the  counterpart  funds.  We  have  assumed  the  entire  burden.  As  I previ- 
ously stated,  it  will  cost  $44  million,  of  which  we  are  asked  to  put  up  $12.4 
million  in  cash  over  a period  of  4 years  and  the  rest,  I presume,  will  be  paid 
out  of  counterpart  funds  and  some  small  contribution  by  the  Government. 

It  will  not  result  in  increasing  the  acreage  now  in  cultivation  but  merely 
bring  more  water  to  land  now  under  irrigation.  All  of  the  ponds  now  scattered 
over  the  area  and  which  serve  as  reservoirs  will  be  filled  at  will  from  the  dam 
and  thereby  give  ample  water  all  the  time.  In  other  words,  this  is  a multipur- 
pose project.  Thirty-six  percent  of  the  cost  of  the  dam  would  be  charged  to 
the  development  of  electricity.  It  is  proposed  to  erect  three  generators  with 
a capacity  of  40,000  kilowatts  each.  Only  one  is  included  in  the  cost  figures 
proposed.  The  remaining  two  will  be  built  later.  Forty-four  percent  of  the 
estimated  cost  would  be  chargeable  to  irrigation,  12  percent  for  flood  protec- 
tion and  8 percent  for  water  supply  to  villages  and  cities  in  the  area.  As  I 
indicated  before,  we  will  end  up  in  paying  the  entire  cost  of  the  project. 

Now,  that  was  my  statement  made  in  1955  and  what  I meant  by 
that  was  to  counterpart  funds  furnished  by  us  and  various  loans,  I 
didn't  expect  the  loans  to  be  made,  to  be  frank  with  you,  because  we 
did  not  have  the  development  loan  program  at  that  time.  [Reading 
further :] 

If  we  are  to  assist,  it  should  be  done  on  a loan  basis  and  in  no  other  way.  It 
is  a revenue  producer.  It  is  contended  that  the  transaction  will  be  on  a loan 
basis  as  between  the  host  government  and  the  authority  that  will  build  it  but 
the  proceeds  of  the  loan  would  be  furnished  by  us  and  the  repayments  will  be 
made  to  the  Nationalist  Government  to  create  a revolving  fund  to  construct 
other  projects. 

As  I said  before,  our  people  here  have  given  the  green  light  and  word  from 
Washington  is  being  awaited.  In  the  meantime,  the  Chinese  lobby  is  now  work- 
ing on  our  people  on  the  Washington  level.  I was  informed  that  the  lobby  was 
also  busy  trying  to  get  $34  mi1  lion  more  from  us  because  that  sum  was  necessary 
to  balance  the  budget  of  the  host  government.  Our  people  on  the  local  level 
have  opposed  such  an  increase.  The  damsite  is  very  imposing.  I went  up  to 
see  it.  Very  little  eultivatable  land  will  be  inundated  as  the  river  forms  more 
or  less  a gorge  from  the  damsite  on  to  the  source  of  the  river.  I am  no  expert 
but  I questioned  the  capacity  of  the  lake  to  be  formed.  It  will  run  only  a few 
kilometers  to  the  north  with  a water  basin  extending  60  kilometers  only.  The 
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Japs  built  a diversionary  tunnel  through  the  mountains  at  the  side  of  the  dam. 
It  is  proposed  to  cut  the  supply  of  water  off  at  the  river  intake  and  connect  with 
the  tunnel  further  down  the  river.  The  engineers  seem  to  be  most  enthusiastic 
and  my  guess  is  that  enough  pressure  will  be  brought  to  bear  to  cause  Washing- 
ton to  act  favorably.  In  the  meantime,  our  people  here  who  are  working  day 
and  night  for  Formosa  will  no  doubt  evolve  other  schemes  that  will  mean  even 
more  funds  to  be  expended. 

REPORT  ON  SHIHMEN  DAM 

Now  I would  like  to  read  from  my  1956  report. 

On  page  277  of  this  report  appears  the  cost  of  the  Shihmen  Dam 
which  was  given  to  me  by  ICA.  The  amount  totals  $45,770,000. 

Now,  Mr.  McIntosh,  I notice  from  the  record  that  the  cost  of  this 
project  instead  of  being  $45,770,000,  now  amounts  to  $72,446,000.  And 
you  propose  a loan  for  this  project  of  $21  million. 

Mr.  McIntosh.  $21,500,000.  Could  I comment  at  this  point  on  it? 

Senator  Ellender.  How  much  money  has  already  been  given  by 
our  Government  for  this  project  ? 

Mr.  McIntosh.  ICA  has  contributed,  I believe,  the  equivalent  of 
$7,794,000.  The  total  estimated  cost  of  the  project  at  this  time  is 
$72,174,000.  Those  funds  will  be  obtained  in  several  ways. 

Senator  Ellender.  Wait.  What  has  caused  the  cost  to  go  up? 

Mr.  McIntosh.  The  increased  estimated  cost  is  due  to  a number  of 
factors.  First,  they  are  now  providing  for  an  additional  power  unit. 

Senator  Ellender.  It  was  included  in  the  figure  I obtained  from 
my  report. 

Mr.  McIntosh.  No,  the  original  estimate  included  only  one.  They 
are  now  providing  for  two.  The  estimated  total  dollar  cost  of  the 
project  in  1955  was  $14,800,000.  The  estimated  dollar  cost  in  1958 
is  $29,200,000. 

Senator  Ellender.  What  has  caused  it  to  go  up  ? 

Mr.  McIntosh.  One  is  the  additional  power  unit.  I believe  that 
redesign  of  the  facility  was  another  factor.  The  other  is  an  increase 
of  about  30  percent  in  the  cost  of  equipment  and  the  third  one  is  a 
decision  to  engage  U.S.  consulting  design  and  construction  engineers. 
Now,  the  consulting  engineers  on  this  project  are  Tipett,  Abbott, 
McCarthy  & Stratton,  an  American  firm ; the  contractor  is  Morrison- 
Knudsen. 

Senator  Ellender.  I know  all  about  them. 

Mr.  McIntosh.  The  original  estimated  cost  of  the  technical  service 
was  $700,000,  the  present  cost  estimated  of  Tipett,  Abbott,  McCarthy 
& Stratton  is  $2  million,  Morrison-Knudsen  $2%  million  or  an  increase 
of  $3,800,000.  So  those  are  some  of  the  items  that  make  up  the 
increased  estimated  cost. 

Senator  Ellender.  That  accounts  for  only  $5  million. 

Mr.  McIntosh.  Also  the  increase  of  the  additional  unit,  and  30 
percent  increase  in  cost  of  the  equipment. 

Senator  Ellender.  As  I pointed  out  in  my  diary  of  1955,  the  cost 
was  estimated  to  be  $44  million  and  now  it  is  $72  million. 

Mr.  McIntosh.  The  cost  of  many  things  in  the  United  States  also 
exceed  the  estimates,  Senator. 

Senator  Ellender.  I know.  What  is  the  benefit-cost  ratio  on  the 
dam,  do  you  know  ? 

Mr.  McIntosh.  I do  not  know  offhand. 

Senator  Ellender.  You  have  had  this  project  reevaluated  by 
American  engineers  and  almost  doubled  the  cost.  When  I was  in 
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Taiwan  in  1955  as  well  as  in  1956, 1 stated  then  and  I state  again  that 
to  spend  $44  million  for  a project  of  this  kind  was  unconscionable. 
Yet  you  are  now  going  to  loan  $21,500,000,  and  the  cost  has  now  in- 
creased to  $72  million.  I think  it  is  shameful.  Did  you  go  into  this 
matter  to  find  out  what  the  original  cost  was  ? 

Mr.  McIntosh.  Senator,  we  have  spent  many  months  studying 
this.  I have  inspected  it  myself.  I have  been  on  the  ground.  We 
have  engineering  reports.  We  have  a great  deal  of  information 
from  the  embassies,  from  ICA  missions,  from  our  own  studies ; I think 
there  are  many  projects  in  this  country  which  show  a much  greater 
increase  over  the  estimate  than  this.  We  have  it  right  here  in  Wash- 
ington and  all  over  the  United  States. 

Senator  Ellender.  I am  on  the  Public  Works  Subcommittee  and 
I have  never  seen  any  increase  of  this  amount  over  a period  of  2 years. 

Mr.  McIntosh.  I read  about  them  in  the  papers  every  day. 

Senator  Ellender.  Over  a period  of  2 years  ? 

Mr.  McIntosh.  You  have  many  projects  in  the  United  States  built 
by  the  Federal  Government,  built  by  municipalities  where  the  esti- 
mated cost  is  $10  million  and  the  final  cost  is  $40  million.  Put  I 
think  we 

EXPENDITURES  ON  DAM 

Senator  Ellender.  I would  like  to  have  a detailed  account  of  what 
has  been  spent  up  to  now  on  this  project  by  our  Government  and  I do 
not  mean  counterpart  funds. 

Mr.  McIntosh.  In  your  own  report  in  1956,  Senator,  you  stated 
in  connection  with  the  Shihmen  Dam,  this  is  quoting  from  your 
report, 

Cost  estimates  vary  in  direct  proportion  to  the  scope  of  the  facility.  That  is 
whether  it  will  contain  one  or  two  power  units. 

Senator  Ellender.  Right.  That  is  correct. 

Mr.  McIntosh.  So  one  of  the  reasons  for  the  increased  cost  is  just 
because  it  is  going  to  contain  two  power  units. 

Senator  Ellender.  But  it  would  not  double  the  cost,  Mr.  McIntosh. 

Mr.  McIntosh.  The  other  factors  I listed. 

Senator  Ellender.  The  difference  in  cost  should  only  amount  to  but 
a few  million  dollars. 

Mr.  McIntosh.  Oh,  no,  the  additional  cost  for  technical  supervision 
alone  is  $3,800,000. 

Senator  Ellender.  The  cost  of  one  power  unit  was  $14,973,000. 
With  the  second  power  unit  added  it  would  be  $16  million,  according 
to  the  1956  estimate  contained  in  my  report.  Those  figures  came  from 
the  ICA. 

Mr.  McIntosh.  The  other  items  have  increased  since,  Senator.  One, 
an  additional  technical  service  of  $3,800,000.  I think  those  services 
will  insure  abetter  job.  I think  it  is  worth  the  money.  Then  also 

Senator  Ellender.  Worth  it  to  whom? 

Mr.  McIntosh.  .To  the  United  States  and  to  Taiwan.  Would  you 
like  to  have  this  job  proceed  without  American  engineers  and  con- 
I tractors? 

Would  you  like  to  have  this  job  proceed  without  using  U.S.  consult- 
j ing  engineers  ? 

38932 — 59 60 
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FEASIBILITY  OF  PROJECT 

Senator  Ellender.  Mr.  McIntosh,  when  I first  saw  this  project  I 
did  not  think  it  feasible  because  of  the  small  amount  of  area  that 
would  be  covered.  When  I talked  to  ICA  in  1956,  they  were  a little 
bit  worried  about  the  feasibility  of  this  project  even  at  a cost  of  $44 
mil i Ion  and  now  the  cost  is  $72  million  and  you  are  going  to  loan, 
$21,500,000. 

Mr.  McIntosh.  I would  like  to  make  some  additional  comments  on 
this  with  your  permission. 

Senator  Ellender.  I wish  you  would  because  I want  to  go  into  great 
detail  on  this  matter.  If  you  do  not  have  it  now,  put  it  in  the  record. 
I really  believe  that  this  project  is  not  feasible.  For  such  a project 
as  the  Shipmen  Dam  you  would  not  get  a dime  on  it  in  this  country, 
in  my  humble  judgment. 

Mr.  McIntosh.  That  is  scarcely  consistent  with  the  opinion  of 
Morrison-Knudsen,  which  is  certainly  a reputable  concern. 

Senator  Ellender.  They  are  big  builders.  They  built  a dam  in 
Afghanistan  and,  of  course,  you  know  all  about  that. 

Mr.  McIntosh.  I am  only  a businessman.  I inspected  it  myself, 
but 

Senator  Ellender.  Inspected  what  ? 

Mr.  McIntosh.  I went  to  the  site  of  the  dam.  As  I say,  I am  only 
a businessman  but  we  are  relying  on  the  advice  of  engineers,  and  they 
estimate  that  this  project  will  irrigate  57,260  hectares  of  land.  That 
is  about  145,000  acres. 

Senator  Ellendeer.  That  is  wrong.  The  land  there  is  already  irri- 
gated. What  you  will  do  is  supplement  it.  That  is  all  you  will  do. 
This  dam  will  merely  fill  the  huge  pools  that  are  already  there. 

ENGINEERING  REPORTS 

Mr.  McIntosh.  How  do  you  explain  the  recommendation,  Senator, 
of  the  engineers  and  of  our  mission  and  of  the  Embassy  ? 

Senator  Ellender.  Self-interest. 

If  you  look  into  this  matter  you  are  going  to  see  that  it  will  not 
bring  out  one  single,  solitary  hectare  in  irrigation  more  than  you 
now  have.  All  it  will  do  will  be  to  supplement  the  water  that  is  now 
available.  That  is  all  it  will  do,  nothing  else. 

Mr.  McIntosh.  The  engineering  reports  that  we  have  state  that 
this  project  will  reduce  floods  which  have  previously  caused  great 
damage.  It  will  supply  water  additionally  for  100,000  people,  later 
340,000  people,  and  irrigate  better  this  additional  land. 

Senator  Ellender.  Better,  yes. 

Mr.  McIntosh.  And  also  other  benefits.  The  engineers  state  that 
it  will  increase  production  of  rice  by  72,000  tons  annually  and  that 
the  total  annual  benefits  to  the  economy  of  the  country  from  this 
project  will  amount  to  $224  million  annually  as  against  total  fixed, 
operating,  and  maintenance  charges  of  $154  million,  given  a bene- 
fit-cost ratio  of  1.45.  Now,  we  are  relying  upon  the  information. 

Senator  Ellender.  $224  million  annually  ? 
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Mr.  McIntosh.  We  are  relying  upon  the  information  we  have  from 
the  reports  of  the  engineers. 

Senator  Ellender.  What  a change  has  come  about  since  1955.  I 
want  to  see  that  report.  Do  you  have  it  available  ? 

Mr.  McIntosh.  We  have  many  reports. 

Senator  Ellender.  The  applications,  I mean.  I would  just  like 
to  see  it. 

Mr.  McIntosh.  We  have  many  reports. 

Senator  Ellender.  As  I said,  and  my  report  shows  it,  this  dam  will 
not  increase  the  acreage  under  irrigation  at  all.  It  will  simply  supply 
a more  constant  amount  of  water  and  give  more  water  for  the  same 
land. 

Mr.  McIntosh.  Isn’t  that  good  ? 

Senator  Ellender.  Sure.  But  the  value  of  it  is  not  $221  million 
If  that  were  the  case,  you  can  get  out  of  Taiwan. 

Mr.  McIntosh.  That  figure  is  in  new  Taiwan  dollars. 

Senator  Ellender.  You  furnish  the  statements.  You  can  get  it 
from  ICA  and  I would  like  to  see  if  they  differ  from  the  ones  I have  in 
my  reports,  because  I have  them  here  with  Mr.  Scott, 

There  is  one  more  project  I would  like  to  have  discussed.  I would 
like  to  go  into  other  projects  but  the  data  I have  placed  in  the  record 
previously  should  adequately  illustrate  my  criticism  of  certain 
projects. 

LOAN  TO  INGALLS  TAIWAN  SHIPBUILDING  & DRYDOCK  CO. 

There  is  a loan  of  $4%  million  to  the  Ingalls  Taiwan  Shipbuilding. 
As  I understand,  it  is  a loan  guarantee  on  a loan  made  by  the  Bank  of 
America. 

Mr.  McIntosh.  Two  banks,  the  Bank  of  America  and  the  Marine 
Midland  Trust  Co. 

Senator  Ellender.  And  a direct  loan  of  $2  million. 

Mr.  McIntosh.  That  is  right. 

Senator  Ellender.  To  whom  is  that  made  ? 

Mr.  McIntosh.  That  is  made  to  Ingalls  Taiwan  Shipbuilding  & 
Dry  dock  Co. 

Senator  Ellender.  Mr.  McIntosh,  do  you  know  how  much  money  we 
have  spent  on  that  project  before  Ingalls  came  into  the  picture? 

Mr.  McIntosh.  The  Chinese  Government,  presumably  with  money 
secured  from  us  spent  a great  deal  of  money. 

Senator  Ellender.  Exactly.  My  report,  which  I have  previously 
included  in  the  record,  will  show  the  amount. 

I have  taken  pictures  of  it,  which  show  it  as  a going  concern.  How- 
ever, because  of  a lack  of  technology  there  we  had  to  operate  it  for 
quite  some  time.  Is  the  Ingalls  Corp.  the  same  corporation  that  does 
work  at  Pascagoula,  Miss.  ? 

Mr.  McIntosh.  It  is  an  affiliate  or  subsidiary. 

Senator  Ellender.  It  is  an  affiliate.  Of  course,  that  company 
should  be  well  able  to  finance  this  work. 

To  what  extent  did  the  Ingalls  Co.  put  any  money  up  as  to  this 
project?  Do  you  know? 

Mr.  McIntosh.  We  are  loaning  the  money  to  an  existing  organiza- 
tion which  has  an  equity  investment  in  it. 
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LOCAL  INVESTMENT 

Senator  Ellender.  Do  you  know  how  much  they  spent  ? 

Mr.  McIntosh.  The  total  amount  required  by  them  for  this  project 
is  $18  million.  That  has  been  secured  through  the  following  sources: 
A loan  of  $2  million  from  us,  loans  of  $44/2  million,  New  York  banks, 
their  own  participation  to  the  extent  of  $1,030,000  local  borrowing,  the 
equivalent  of  $9  million. 

Senator  Ellender.  From  whom? 

Mr.  McIntosh.  I think  from  local  banks. 

Senator  Ellender.  It  is  not  from  the  Government  ? 

Mr.  McIntosh.  I think  from  the  Bank  of  Taiwan. 

Senator  Ellender.  That  is  a Government  institution. 

Mr.  McIntosh.  That  is  right.  But  they  are  borrowing  the  money. 

Senator  Ellender.  It  is  chuck  full  of  counterpart  funds.  Can  you 
tell  me  whether  or  not  they  were  counterpart  funds? 

source  of  funds 

Mr.  McIntosh.  They  are  boro  wing  the  money  from  the  bank.  We 
don’t  know  of  which  funds  the  bank  is  using.  This  is  an  existing 
bank,  the  Bank  of  Taiwan.  And  then  the  Government  of  China 
through  the  Taiwan  Shipbuilding  Co.,  which  previously  operated  this 
facility,  they  are  putting  up  $35  million  NT  dollars,  worth  approxi- 
mately $1  million. 

Senator  Ellender.  That  is,  of  course,  counterpart  funds,  I am  sure. 
Could  you  check  and  let  us  know  ? 

Mr.  McIntosh.  They  are  funds  of  their  own  they  are  putting  up. 
We  don’t  know,  I don’t  believe,  the  source  of  the  funds. 

Mr.  Murphy.  As  far  as  we  know,  Senator,  they  are  not  counterpart 
funds.  I would  like  the  opportunity  to  check  it  and  verify  it  in  the 
record. 

Senator  Ellender.  I wish  you  would. 

Mr.  Murphy.  Yes,  sir. 

Senator  Ellender.  Whether  it  comes  from  their  tax  resources. 

Mr.  Murphy.  Yes. 

Senator  Ellender.  As  I stated,  Mr.  Chairman,  I have  other  loans 
that  I would  like  to  go  into  but  I do  not  want  to  take  the  time  of  the 
committee.  The  information  from  my  1958  report  should  indicate 
that  these  development  loans  in  the  Far  East  are  merely  augmenting 
grants  previously  made. 

Chairman  Hayden.  Yes,  sir;  that  will  be  satisfactory. 

LOANS  TO  THAILAND 

Senator  Ellender.  Next  is  Thailand.  There  is  one  loan  for  $20 
million.  Is  that  to  the  city  of  Bangkok  or  is  it  direct  to  the  Govern- 
ment ? 

Mr.  McIntosh.  That  is  to  the  Metropolitan  Electric  Authority  and 
that  is  an  autonomous  Government  agency. 

Senator  Ellender.  To  Thailand,  we  already  have  given  economic 
aid  amounting  to  $147,150,000*  which  includes  outstanding  loans  of 
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$27  million  and  they  are  in  for  a nice  sum  for  1960.  Next  is  Vietnam. 
We  have  made  available  to  South  Vietnam  in  economic  assistance 
through  June  30,  $967,923,000  including  loans  of  $53,300,000,  and 
they  are  in  for  a huge  sum  for  this  coming  year.  You  have  already 
made  a loan  to  them  of  $19,500,000.  What  is  that  amount  going  to  be 
used  for  ? 

Mr.  McIntosh.  That  is  for  a water  supply  for  the  city  of  Saigon. 

Senator  Ellender.  You  mean  to  put  down  mains. 

Mr.  McIntosh.  Yes,  it  is.  The  water  at  the  present  time  is  inade- 
quate in  volume  and  it  is  not  safe,  not  clean,  and  this  will  increase 
the  capacity  of  the  system  and  will  enable  them  to  deliver  clean,  safe 
water.  Saigon,  as  you  know,  is  a very  big  city  today. 

Senator  Ellender.  I know  it  is. 

Mr.  McIntosh.  The  water  supply  is  totally  inadequate. 

Senator  Ellender.  It  is  now  very  prosperous.  I was  there  when 
the  French  were  there  and  I was  there  after.  It  looks  like  a metro- 
politan city  as  a result  of  all  the  aid  we  have  furnished  them.  I was 
very  hopeful  that  they  could  now  carry  on  for  themselves.  For  us 
to  continue  to  assist  them  as  we  are,  particularly  with  borrowed 
money,  is  something  I cannot  see. 

Mr.  Chairman,  I appreciate  your  indulgence.  This  concludes  my 
examination. 

Chairman  Hayden.  Yes,  sir. 

Mr.  Murphy.  Mr.  Chairman. 

Senator  Ellender.  Thank  you  very  much,  Mr.  McIntosh. 

Mr.  McIntosh.  Thank  you. 

additional  explanatory  information 

Mr.  Murphy.  The  Senator  has  obtained  permission  to  put  in  this 
additional  material  about  other  projects?  I wonder  if  the  Senator 
would  object  if  when  we  receive  this  other  information,  and  if  we 
have  explanatory  information,  we  also  added  it  in  the  appropriate 
place. 

Senator  Ellender.  Yes,  indeed.  I want  facts.  You  know  me. 

Mr.  Murphy.  Yes,  sir.  Thank  you. 

Mr.  McIntosh.  Those  figures  I gave,  Senator,  in  comiection  with 
the  Shihmen  Dam,  I would  like  to  check  those.  I am  giving  them 
verbally.  Some  may  or  may  not  be  accurate.  I want  to  assure  you 
we  made  a very  careful  study  cf  the  project  and  our  Board  recom- 
mended the  loan. 

Senator  Ellender.  I would  simply  like  to  know,  as  I said,  the  de- 
tails of  these  expenditures.  I notice  in  your  loan  applications  one  for 
a glass  factory.  Look  into  that  one  closely,  will  you  ? 

Mr.  McIntosh.  I inspected  that  glass  factory  myself. 

Senator  Ellender.  You  did?  So  did  I.  I was  there  when  they 
get  the  first  glass  out.  If  you  go  into  that,  please  look  at  my  reports. 

Mr.  McIntosh.  We  certainly  will. 

Senator  Ellender.  If  I can  be  of  any  assistance,  I will  be  at  vour 
service. 

Mr.  McIntosh.  Thank  you,  Senator. 

Chairman  Hayden.  Thank  you  for  appearing. 
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COST  OF  CRISES 

Senator  Dworsiiak.  Mr.  Chairman,  could  I just  clear  the  record? 

A little  while  ago  we  referred  to  the  emergency  cost  meeting  the 
Quemoy  uprising.  I checked  with  the  Defense  Department  to  try 
to  get  some  accurate  figures  and  all  I could  get  was  that  the  combined 
cost  of  the  Lebanon  and  Taiwan  crises  was  $193  million.  If  you  arbi- 
trarily took  half  of  that  it  was  between  $90  million  and  $100  million 
for  getting  the  Quemoy  crisis. 

I do  not  know  whether  it  is  reasonable  to  assume  that  Taiwan  met 
that  crisis  efficiently.  They  were  patriotic  and  they  did  a good  job. 
But  it  would  appear  that  it  cost  us  about  $100  million.  So  regardless 
of  how  we  had  built  up  their  military  resistance  and  capabilities  we 
were  called  upon  in  this  crisis  as  we  will  in  every  crisis  in  every  coun- 
try we  have  helped  and  it  would  be  preposterous  to  assume  that  any 
of  those  small  countries  could  defend  themselves,  notwithstanding 
the  $5  billion  which  we  have  poured  into  them  since  the  end  of  World 
War  II. 

Mr.  Murphy.  Mr.  Chairman,  I didn’t  mean  to  imply  in  my  remarks 
in  the  exchange  with  Senator  Dworshak,  that  any  of  these  countries 
should  be  expected  to  be  able  to  withstand  this  kind  of  an  effort  alone. 
The  only  point  I was  trying  to  make  was  that  regardless  of  how  much 
it  cost  the  United  States,  it  would  have  cost  a lot  more  had  we  not 
lifted  these  countries  up  to  their  current  capability. 

That  was  the  only  point  I wanted  to  make. 

Letter  From  Under  Secretary  of  State  for  Economic  Affairs 

(See  p.  640.) 

Chairman  Hayden.  Mr.  Douglas  Dillon,  Under  Secretary  of  State 
for  Economic  Affairs,  could  not  be  here  since  he  is  in  New  Zea- 
land. I have  received  a letter  from  Mr.  Dillon  with  reference  to 
the  Development  Loan  Fund  which  I will  insert  in  the  record  at  this 
point. 

(The  letter  referred  to  follows :) 

Under  Secretary  of  State 

for  Economic  Affairs, 
Washington , D.G.,  April  3, 1959 

Hon.  Carl  Hayden, 

Chairman , Senate  Appropriations  Committee. 

Dear  Mr.  Chairman  : I am  sorry  that  I will  not  be  able  to  appear  before 
your  committee  in  support  of  the  President’s  request  for  the  $225  million  sup- 
plemental for  the  Development  Loan  Fund.  I had  hoped  to  be  there  but  it 
now  turns  out  that  at  the  time  your  hearing  will  take  place  I will  be  in  New 
Zealand  at  the  SEATO  meeting. 

We  feel  that  this  Fund  is  so  important  that  Chris  Herter  will  appear  to  pre- 
sent the  request  to  the  committee. 

I am  aware  of  and  deeply  appreciate  your  continued  support  of  the  Fund 
and  the  mutual  security  program  as  a whole,  and  I will  not  try  to  restate 
its  importance.  However,  I do  want  to  bring  to  your  attention  that  there  has 
been  some  confusion  in  the  House  debate  on  the  supplemental  by  repeated 
statements  that  the  Fund  has  not  obligated  all  of  the  capital  it  now  has  and 
hence  that  it  does  not  need  this  supplemental  but  can  wait  until  fiscal  1960 
funds  are  available. 

This  argument  completely  neglects  the  essential  fact  which  is  that  the  Fund 
has  already  committed  by  letters  of  commitment  published  in  the  country  we 
are  aiding  all  but  $800,000  of  its  original  $700  million  of  capital.  Just  as  in 
the  case  of  the  Export-Import  Bank,  whose  procedures  we  follow,  we  consider 
that  when  a commitment  has  been  made  we  cannot  then  commit  this  money 
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to  any  other  applicant  and,  of  course,  when  all  the  capital  has  been  committed 
none  remains  for  further  loans.  This  is  our  present  situation. 

The  issue  is  very  simple : Shall  the  Fund  be  provided  with  the  capital  neces- 
sary to  continue  to  act  on  loan  requests  or  shall  it  be  required  to  suspend  ac- 
tion until  fiscal  1960  funds  are  available  some  5 months  from  now. 

I believe  the  appropriation  of  the  full  funds  requested  is  extremely  important 
to  the  conduct  of  a strong  foreign  policy,  and  I hope  you  will  be  able  to  give  it 
your  support. 

Best  regards. 

Sincerely  yours. 


Douglas  Dillon. 


PREPARED  STATEMENT 

Chairman  Hayden.  The  committee  has  received  a great  number  of 
communications  urging  the  full  restoration  of  the  House  cut  of  $125 
million  in  the  estimate  for  the  Development  Loan  Fund.  Many  of 
these  communications  were  from  members  of  the  League  of  Women 
Voters.  Mrs.  Oscar  Ruebhausen  of  New  York  City  who  represents 
the  League  of  Women  Voters  of  the  United  States  was  wdth  us  yester- 
day, but  we  did  not  have  an  opportunity  to  hear  her.  I will  insert  a 
copy  of  her  statement  in  the  record  at  this  point. 

(The  statement  referred  to  follows :) 

Statement  by  Mrs.  Oscar  M.  Ruebhausen,  a Former  Member  of  the  Board  of 

Directors  of  the  League  of  Women  Voters  of  the  United  States,  in  Support 

of  the  Supplemental  Appropriation  for  the  Development  Loan  Fund 

I am  Mrs.  Oscar  M.  Ruebhausen,  a former  member  of  the  board  of  directors 
of  the  League  of  Women  Voters  of  the  United  States  and  for  13  years  their 
official  observer  at  the  United  Nations.  I am  speaking  today  for  the  126,000 
members  in  more  than  1,000  local  leagues  located  in  all  50  States  and  the  District 
of  Columbia. 

The  league  has  supported  foreign  economic  aid  programs  since  their  beginning, 
including  the  European  recovery  program,  the  economic  aspects  of  the  mutual 
security  program,  the  point  4 program  of  technical  cooperation  and  multilateral 
technical  assistance.  While  continuing  to  support  proposals  for  economic  de- 
velopment and  technical  cooperation,  our  members  are  now  in  the  midst  of  a 
2-year  study  of  overall  U.S.  foreign  policy.  In  this  study  they  are  examining 
the  further  potentials  in  foreign  aid  for  giving  impetus  to  the  movement  toward 
growth  and  stability  in  the  developing  countries. 

More  than  a billion  of  the  world’s  2.7  billion  people  occupy  more  than  a third 
of  the  world’s  land  area  in  Asia,  Africa,  and  the  Middle  East.  To  the  developing 
countries  in  those  areas  should  be  added  countries  in  South  America  which  are 
beginning  to  discover  their  inherent  growth  potential.  If  we  are  to  foster  world 
conditions  which  will  most  effectively  preserve  our  interests,  we  should  make 
it  a keynote  of  our  foreign  policy  to  encourage  the  maturity,  independence,  and 
reliability  of  these  developing  nations. 

The  league  believes  that  the  Development  Loan  Fund  holds  great  promise  for 
the  implementation  of  this  part  of  our  foreign  policy.  As  this  committee  well 
knows,  the  DLF  was  established  only  after  studies  by  the  Senate  Special  Com- 
mittee To  Study  the  Foreign  Aid  Program  had  shown  the  need  for  such  an 
agency. 

Attracting  private  investment  to  these  countries  is  an  urgent  need  if  they  are 
to  become  full  partners  in  the  world  community.  We  believe  that  the  Develop- 
ment Loan  Fund  is  a prime  necessity  since  its  purpose  is  to  promote  fundamental 
economic  improvements  to  encourage  private  investment. 

The  Fund  has  made  real  progress  in  the  2 years  of  its  operation  in  sorting  out 
and  granting,  long-term  loans  to  governments  and  private  individuals  in  these 
countries,  loans  which  neither  private  capital  nor  agencies  such  as  the  World 
Bank  could  undertake.  Because  its  criteria  are  more  flexible  than  those  of 
other  agencies,  it  has  been  able  to  make  a beginning  toward  meeting  the  need. 

Three  months  before  the  end  of  this  fiscal  year  the  Fund’s  capital  resources  were 
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almost  completely  committed.  On  March  19  it  had  a backlog  of  $1.5  billion 
applications  for  loans,  but  only  $800,000  remained  in  the  Fund. 

When  Congress  last  year  hesitated  to  appropirate  the  $625  million  authorized  in 
view  of  the  fact  that  the  Fund  had  only  begun  to  commit  its  lending  capital,  it 
stated  that  if  more  money  was  needed  the  administration  might  present  a request 
to  replenish  the  Fund  at  this  session. 

You  have  already  received  detailed  reports  of  how  the  money  appropriated 
has  been  obligated  and  the  procedures  by  which  the  Fund  makes  obligations.  We 
believe  that  the  need  has  been  clearly  shown. 

We,  therefore,  urge  that  this  committee  recommend  the  appropriation  of  the 
full  $225  million  remaining  in  the  authorization  for  the  Fund. 

PREPARED  STATEMENT 

Chairman  Hayden.  I will  also  insert  in  the  record  a statement 
submitted  by  the  American  Association  of  University  Women. 

(The  statement  referred  to  follows:) 

Statement  in  Support  of  Programs  Covered  in  Supplemental  Appropriation 

Requests 

Submitted  on  behalf  of  Dr.  Maycie  Southall,  professor  of  elementary  education, 
George  Peabody  College  for  Teachers,  and  chairman,  committee  on  elementarj 
and  secondary  education,  American  Association  of  University  Women ; Dr. 
Meribeth  E.  Cameron,  academic  dean  and  professor  of  history,  Mount  Holyoke 
College,  and  chairman,  committee  on  international  relations,  American  Associa 
tion  of  University  Women ; Dr.  Eunice  C.  Roberts,  assistant  dean  and  coordi- 
nator of  women’s  education  program,  Indiana  University,  and  chairman,  com- 
mittee on  higher  education,  American  Association  of  University  Women ; Mrs. 
Walter  Bain,  of  Illinois,  chairman,  committee  on  legislative  program,  American 
Association  of  University  Women 

The  American  Association  of  University  Women  wishes  to  submit  the  following 
statement  in  support  of  two  programs  covered  in  the  omnibus  supplemental  appro- 
priations bill  which  this  committee  has  under  consideration  at  the  present  time. 
These  two  programs  are  the  National  Defense  Education  Act,  enacted  in  1958,  and 
the  Development  Loan  Fund,  which  is  a part  of  the  mutual  security  program. 

For  the  benefit  of  those  members  of  this  committee  who  are  not  acquainted 
with  the  work  of  the  American  Association  of  University  Women,  we  shall  take 
the  liberty  of  pointing  out  that  our  organization,  now  over  three-quarters  of  a 
century  old,  was  founded  and  continues  solely  for  the  purpose  of  uniting  college- 
educated  women  in  furthering  their  own  intellectual  growth  and  for  work  in  the 
public  interest  as  a responsibility  of  citizens  who  have  had  the  privilege  of  a 
college  education.  The  association  has  a membership  of  approximately  145,000 
college  graduates  organized  in  1,415  branches  in  the  49  States  and  Territories. 

Because  we  recognize  the  great  pressure  under  which  this  committee  works, 
we  shall  attempt  to  be  brief.  We  are  convinced  that  much  of  what  happens  in 
the  world  within  the  next  few  years  depends  largely  upon  actions  taken  in  this 
committee. 

We  believe  both  programs  to  which  we  wish  to  speak  are  integral  parts  of 
adequate  national  planning  and  principal  instruments  for  the  advancement  of 
sound  domestic  and  international  policy. 

In  support  of  the  National  Defense  Education  Act  we  should  like  to  point  out 
that  education,  like  peace,  has  become  a worldwide  problem  which  no  longer  is 
separable  from  the  well-being  and  survival  of  mankind. 

Our  own  Nation’s  crisis  in  education  support,  generated  by  an  exploding  birth 
rate,  the  mass  of  new  knowledge,  and  the  increasing  need  and  desire  for  education 
created  by  this  new  knowledge,  must  be  faced  squarely.  The  National  Defense 
Education  Act  has  proved  a very  useful  step  in  that  direction  in  the  short  period 
since  its  enactment,  although  it  has  been  badly  handicapped  by  the  very  limited 
appropriation  last  August  of  just  $40  million  to  be  divided  among  the  States.  Be- 
cause we  are  so  impressed  by  the  enthusiasm  with  which  this  legislation  has  been 
accepted  and  because  we  believe  so  firmly  in  the  potential  effectiveness  of  each 
title  of  the  act,  the  association  supports  appropriation  of  the  $75.3  million  supple- 
mental appropriation  requested  by  the  administration  for  the  implementation  of 
the  National  Defense  Education  Act  through  June  30, 1959.  The  American  Asso- 
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ciation  of  University  Women  also  urges  appropriation  of  the  $150  million  included 
in  the  President’s  budget  for  the  National  Defense  Education  Act  as  a minimum 
for  fiscal  1960. 

In  support  of  the  Development  Loan  Fund  we  wish  to  say  that  in  the  eyes 
of  the  association  the  full  $225  million  supplemental  appropriation  requested  for 
implementation  of  this  part  of  the  mutual  security  program  through  June  30,  1959, 
is,  if  anything,  a sum  short  of  adequate.  We  regard  as  very  damaging  to  this 
country’s  prestige  the  fact  that  the  much  discussed  Development  Loan  Fund  has 
been  without  funds  since  February  1. 

This  situation  is  particularly  serious  when  it  is  taken  into  consideration  that 
$500  million  in  screened  requests  are  held  by  the  Development  Loan  Fund,  as 
are  well  over  a billion  dollars  in  partially  screened  requests,  and  at  a time  when 
a new  loan  to  India  is  under  consideration  here  in  Washington. 

It  is  our  conviction  that  the  Development  Loan  Fund  is  a far  more  construc- 
tive, far  more  effective,  and  far  less  costly  tool  for  combating  the  threat  of  com- 
munism than  a constantly  expanding  military  machine.  We  support  the  DLF 
program  (1)  as  an  effective  instrument  of  foreign  policy  in  the  underdeveloped 
areas  of  the  world;  (2)  as  a bulwark  to  our  national  security  through  orien- 
tation of  these  uncommitted  areas  to  the  west ; (3)  as  a generator  of  future  mar- 
kets for  this  Nation’s  productivity  through  contribution  to  the  economic  stabili- 
zation of  these  underdeveloped  areas  ; (4)  and  lastly,  as  a means  of  counteracting 
Soviet  propaganda  by  making  it  known  abroad  that  the  United  States  recognizes 
the  interdependence  and  fundamental  interrelationships  of  nations  in  advancing 
our  common  cause — the  creation  of  a world  society  free  of  the  fear  of  dictator- 
ship. 

We  also  wish  to  point  out  to  you  the  misunderstanding  and  disillusionment 
both  in  this  country  and  abroad  created  by  enactment  of  one  kind  of  authoriza- 
tion legislation  and  subsequent  retreats  in  appropriation  legislation.  We  have 
had  enough  experience  with  the  loss  of  prestige  so  caused  to  suggest  that  it  is 
a matter  grave  enough  to  warrant  this  committee’s  very  serious  consideration. 

We  are  not  unmindful  of  the  dangers  inherent  in  a budget  situation  in  which 
outgo  exceeds  income.  However,  we  respectfully  submit  that  the  investment  of 
such  sums  as  may  be  required  for  education  here  and  abroad  and  for  technical 
assistance  and  development  loan  funds  to  underdeveloped  areas  will  in  the  end 
prove  more  effective  than  enormously  larger  sums  spent  for  military  defense. 
We  hasten  to  add  that  we  are  not  suggesting  a retreat  from  these  latter  expendi- 
tures at  this  time,  but  we  are  suggesting  that  in  this  time  of  crisis  our  Nation 
must  afford  this  dual  approach  to  our  objective — peace  in  our  time — even  at  the 
risk  of  higher  taxes. 

COMMITTEE  RECESS 

Chairman  Hayden.  The  committee  will  stand  in  recess  until  10 
o'clock  next  Monday  morning  and  take  up  the  independent  offices  por- 
tion of  the  supplemental  bill. 

(TChereupon,  at  5:04  p.m.,  Friday,  April  10,  1959,  the  committee 
adjourned,  to  reconvene  Monday,  April  13, 1959,  at  10  a.m.) 
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SECOND  SUPPLEMENTAL  APPROPRIATIONS  FOR  1959 


MONDAY,  APRIL  13,  1959 

U.S.  Senate, 

Committee  on  Appropriations, 

Washington , D.C. 

The  committee  met  at  10  a.m.,  pursuant  to  recess,  in  room  1224, 
New  Senate  Office  Building,  Hon.  Carl  Hayden  (chairman  of  the 
committee)  presiding. 

Present:  Chairman  Hayden,  Senators  Ellender,  Magnuson,  Bible, 
Byrd,  Young,  Kuchel,  and  AJlott. 

EXPORT-IMPORT  BANK  OF  WASHINGTON 

STATEMENTS  OF  HON.  LYNN  U.  STAMBAUGH,  FIRST  VICE  PRESI- 
DENT AND  VICE  CHAIRMAN;  HON.  ARTHUR  M.  ANDERSON, 
TREASURER-BUDGET  OFFICER;  AND  HON.  FRANK  J.  WALSH, 
CHIEF,  ACCOUNTS  DIVISION,  AND  ASSISTANT  TREASURER 

HOUSE  REDUCTION 

Chairman  Hayden.  The  committee  will  be  in  order. 

For  the  Export-Import  Bank,  the  budget  estimate  for  the  cost  of 
the  pay  increases  is  in  the  amount  of  $160,000  and  the  House  has 
effected  a 10-percent  reduction,  allowing  a total  of  $144,000. 

I have  a letter  from  Mr.  Samuel  C.  Waugh,  President  of  the  Export- 
Import  Bank,  which  I will  include  in  the  record  at  this  point. 

(The  letter  referred  to  follows :) 

Export-Import  Bank  of  Washington, 

Office  of  the  President, 
Washington,  D.C.,  April  1, 1959. 

Re  Second  supplemental  appropriation  bill,  1959 ; Export-Import  Bank  of  Wash- 
ington, $144,000;  requesting  10-percent  restitution,  $16,000.  (Pay  increase, 
$160,447). 

Hon.  Carl  Hayden, 

Chairman,  Senate  Appropriations  Committee, 

U.S.  Senate. 

My  Dear  Senator:  The  Export-Import  Bank  of  Washington  cannot  absorb 
10  percent  of  the  pay  increase  of  $160,447 — $16,000 — without  detrimental  cur- 
tailment of  its  operations,  preventing  prudent  administration. 

The  Bureau  of  the  Budget,  after  considering  our  current  status,  has  advised 
us  that  they  will  approve  and  support  our  appeal  for  the  restitution  of  the  $16,000 
reduction. 

It  is  requested  that  the  Senate  make  restitution  of  the  $16,000  by  increasing 
the  Bank’s  budget  limitation  out  of  earnings  on  account  of  the  pay  increase  to 
$160,000  in  lieu  of  the  $144,000  approved  in  the  second  supplemental  appropri- 
ations bill,  as  passed  by  the  House  of  Representatives.  Our  fiscal  1959  budget 
limitation  on  administrative  expenses  is  $2,055,000,  being  defrayed  out  of  esti- 
mated net  earnings  of  $81.9  million.  (Accumulated  reserve  out  of  earnings  to 
December  31, 1958 — $528.5  million. ) 
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Our  1959  budget  did  not  provide  for  the  following  which  are  now  urgent  and 
practical  arrangements  which  had  to  be  made  to  progress  and  safeguard  U.S. 
Government  and  business  interests  involved  : 

(1)  Sidney  Sherwood  of  our  staff  is  to  do  staff  work  and  represent  Export- 
Import  Bank  while  in  office  residence  in  New  Delhi,  India.  His  transfer  is  effec- 
tive as  of  April  1, 1959.  It  is  estimated  that  Mr.  and  Mrs.  Sherwood’s  transporta- 
tion and  quarters  allowance  and  his  office  expense  will  cost  $19,7.00  between 
April  1 and  June  30,  1959.  Please  refer  to  the  attached  press  release  as  to  the 
India  credit.  He  will  also  work  on  Cooley  loan  applications  and  matters  relative 
thereto  (Public  Law  480,  sec.  104  ( e ),  as  amended,  Agricultural  Trade  Devel- 
opment and  Assistance  Act  of  1954).  Export-Import  Bank  has  350,172,100 
rupees  (approximately  $73  million)  to  be  loaned  at  this  time.  Mr.  Sherwood 
will  also  be  in  residence  in  New  Delhi  for  the  entire  1960  fiscal  year  in  reference 
to  these  matters. 

(2)  Edward  S.  Lynch,  also  of  our  staff,  and  family  will  establish  residence 
in  Brussels,  Belgium,  as  of  May  15,  1959.  He  will  represent  Eximbank  for  the 
balance  of  fiscal  1959  and  during  fiscal  1960  in  reference  to  the  $135  million 
credit  to  the  European  Atomic  Energy  Community  (Euratom).  This  credit  is 
to  assist  in  financing  the  purchase  of  U.S.  type  nuclear  reactor  systems  to  be 
installed  in  nuclear  power  plants,  including  initial  fuel  fabrication  and  engi- 
neering services.  There  are  frequent  and  constant  relationships  and  confer- 
ences involving  Eximbank,  Euratom,  Atomic  Energy  Commission,  various  rep- 
resentatives of  the  six  participating  countries,  and  U.S.  business  firms.  It  is 
estimated  that  the  related  expenses  as  to  Mr.  Lynch  and  family  in  establishing 
quarters  and  an  office  in  Brussels  will  be  $13,500. 

Progressive  increase  in  work  volume  is  such  that  Eximbank  must  continue 
recruitment  with  the  expectation  that  we  will  soon  have  six  additional  em- 
ployees, which  is  within  our  1959  budget  limitation.  The  deferring  of  replace- 
ments and  employment  would  impair  operations  and  delay  and  postpone  proces- 
sing of  applications  and  credits  to  the  extent  that  purchase  commitments  and 
disbursements  as  to  U.S.  machinery  and  equipment  will  be  delayed,  affecting 
the  business  economy  of  the  United  States  to  that  extent. 

We  are  meeting  the  unforeseen  expenses  as  to  the  establishing  of  representa- 
tives in  New  Delhi  and  Brussels  by  curtailing  our  travel.  Our  fiscal  1959  budget 
estimate  for  travel  was  $110,000.  Absorbing  the  aforestated  Sherwood  and 
Lynch  transfers,  etc.,  of  $33,200  leaves  a balance  of  $76,800.  Considering  that 
we  have  spent  and  committeed  over  $54,000  to  date  paid  there  is  a minimum  of 
$22,000  in  essential  contemplated  travel,  it  is  impossible  to  absorb  this  $16,000 
out  of  travel. 

The  Export-Import  Bank  of  Washington  was  25  years  old  on  February  12, 
1959.  For  your  general  and  specific  information  I am  attaching  a folder  which 
briefly  summarizes  its  operations  during  the  25-year  period. 

We  will  be  very  pleased  to  appear  before  your  committee  to  justify  our  ap- 
peal for  the  restitution  of  the  $16,000  to  our  supplemental  budget  limitation. 

Very  sincerely, 


Samuel  C.  Waugh, 

President. 


[For  the  press — For  immediate  release,  Mar.  4,  1958] 


Export-Import  Bank  of  Washington 

The  Export-Import  Bank  of  Washington  announced  today  agreement  to  extend 
a credit  of  $150  million  to  finance  the  acquisition  of  U.S.  capital  equipment  for 
a program  of  economic  development  in  India.  At  the  same  time  the  Development 
Loan  Fund  agreed  to  establish  a loan  to  India  in  the  amount  of  $75  million. 

These  actions  are  taken  pursuant  to  the  offer  of  the  United  States  announced 
January  16  to  extend  approximately  $225  million  in  loans  to  assist  India  in 
meeting  its  current  economic  problems. 

According  to  Samuel  C.  Waugh,  president  of  the  Bank,  the  arrangements  re- 
sulted from  negotiations  between  representatives  acting  jointly  for  the  Bank 
and  the  Development  Loan  Fund  and  a delegation  from  the  Indian  Government 
headed  by  B.  K.  Nehru,  Secretary  for  Economic  Affairs,  Ministry  of  Finance. 

The  Eximbank  credit  will  be  available  for  the  purchase  in  the  United  States 
of  capital  goods  for  projects  in  the  field  of  irrigation  and  reclamation,  power 
development,  coal  and  iron  ore  mining,  road  transportation,  communications,  and 
industrial  development. 
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In  the  industrial  sector  it  is  expected  that  orders  will  be  placed  in  the  United 
States  for  textile  machinery ; equipment  for  fabrication  of  heavy  structural, 
for  the  manufacture  of  electrical  equipment  and  machine  tools,  and  for  use 
in  the  chemical  industry ; and  for  machine  tools  required  in  various  other  types 
of  manufacturing. 

U.S.  suppliers  should  get  in  touch  with  their  representatives  or  prospective 
purchasers  in  India  who  will  be  required  to  obtain  from  the  Indian  Government 
import  licenses  entitling  them  to  make  purchases  to  be  covered  by  proceeds 
of  the  credit. 

The  credit  from  the  Export-Import  Bank  will  be  repayable  over  a period  of 
15  years  with  only  interest  during  the  first  5 years.  Interest  will  be  at  the 
rate  of  5*4  percent  per  annum. 

B.  K.  Nehru,  accompanied  by  C.  S.  Krishnamoorti,  Deputy  Secretary,  Min- 
istry of  Finance,  and  A.  K.  Ghosh,  Assistant  Economic  Adviser,  Ministry  of 
Commerce  and  Industry,  are  returning  to  India  immediately. 

Hawthorne  Arey,  member  of  the  Board  of  Directors  of  the  Export-Import 
Bank,  accompanied  by  Raymond  L.  Jones,  chief  of  the  loan  division,  Charles 
E.  Houston,  economist,  and  Robert  L.  Moorman,  engineer,  of  the  Export-Import 
Bank  staff,  and  Edward  S.  Lynch,  acting  chief  of  the  loan  division  of  the  De- 
velopment Loan  Fund,  will  go  to  New  Delhi  to  conclude  detailed  arrangements 
for  utilization  of  the  credits. 


Eximbank  Reports  March  17,  1959 

TWENTY-FIVE  YEARS 

On  February  12,  the  Export-Import  Bank  completed  25  years  of  operations  in 
support  of  U.S.  oversea  trade.  President  Eisenhower  visited  the  Bank  that 
afternoon  to  participate  with  the  Board  of  Directors,  officers,  and  staff  in  cere- 
monies commemorating  the  event.  He  was  accompanied  by  the  Secretary  of  the 
Treasury,  Robert  B.  Anderson. 

The  President  spoke  briefly.  His  remarks  specifically  in  connection  with  the 
Bank  itself  are  as  follows  : 

“I  came  here  * * * to  tell  you  how  much  we  of  the  administration  appreciate 
what  you  have  done,  how  proud  we  are  of  the  record  that  has  been  established 
by  the  Ex-Im  Bank  in  the  last  25  years.  * * * 

“I  am  told,  just  this  afternoon,  that  some  of  you  are  here  that  were  at  the  first 
birthday  of  the  Bank  25  years  ago.  Well,  I am  sure  that  it  has  been  a career 
that  has  been  most  satisfying.  Because  all  the  way  around  the  country — through 
Latin  America,  in  other  nations — the  record  of  this  Bank  is  for  fair  dealing,  for 
human  understanding,  and  for  acting  in  a businesslike,  canny  way — not  only  for 
the  welfare  of  the  United  States  but  for  other  nations. 

“Your  record  of  repaid  loans  and  repayable  loans,  your  infinitesimal  portion 
of  written-off  loans  is  one  that  I can  do  nothing  except  to  say  congratulations  to 
your  Directors,  the  President,  and  to  all  of  you  * * 

THE  RECORD,  1934-59 

The  Export-Import  Bank  was  founded  February  12,  1934,  with  a capitalization 
of  $11  million.  The  Bank  is  now  authorized  to  have  loans  and  guarantees 
outstanding  at  any  one  time  of  $7  billion. 

The  Bank  for  25  years  has  provided  direct  assistance  to  U.S.  exporters  in 
cooperation  with  private  banks  and  financial  institutions.  In  the  process,  Exim- 
bank became  the  first  public  agency,  either  national  or  international,  to  arrange 
credits  for  large-scale  economic  development  throughout  the  world. 

In  25  years  the  Bank — 

Authorized  over  $10  billion  in  some  1,600  individual  credits ; 

Disbursed  over  $6.6  billion  (an  additional  $1.6  billion  is  committed)  ; 

Collected  $3.3  billion  in  repayments ; 

Earned  gross  profit  of  $997.6  million  ; 

Paid  $438  million  to  the  U.S.  Treasury  as  interest  and  dividends; 

Paid  all  administrative  expenses  out  of  earnings ; 

Charged  off  losses  of  $2.9  million ; 

Retained  net  profits  of  $536  million  as  reserves ; 

Encouraged  more  than  $1  billion  in  private  investment  abroad. 
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CREDITS  ANNOUNCED  IN  FEBRUARY 

1.  On  requests  from  overseas 

Italy. — Two  credits  totaling  approximately  $2.5  million  were  authorized  to 
Istituto  Mobiliare  Italiano,  the  chief  credit  institution  in  Italy,  for  medium-  and 
long-term  financing  to  industry,  for  the  benefit  of  two  chemical  companies. 

One  and  one-half  million  dollars  was  approved  to  assist  Celene,  S.p.A.,  of 
Palermo,  in  providing  a new  plant  at  Priolo  Melilli,  in  Sicily,  with  equipment 
from  the  United  States  for  production  of  high  pressure  polyethylene.  Repayable 
over  8 years. 

One  million  dollars  was  approved  to  assist  Societa  Industrie  Chimiche  Edison, 
S.p.A.,  in  purchasing  equipment,  materials,  and  services  in  the  United  States 
required  for  an  expansion  program  of  the  company’s  plants  at  Mantova,  Trento, 
and  Venice.  Repayable  over  6 years. 

The  Export-Import  Bank  has  authorized  many  similar  credits  to  Italian  indus- 
try through  IMI.  Over  $100  million  has  been  repaid  in  these  loans  to  the  Bank, 
credits  to  IMI  now  outstanding  totaling  about  $35  million  and  with  undisbursed 
balances  of  credits  authorized  totaling  an  additional  $35  million. 

Mexico. — A credit  of  $3.5  million  was  authorized  to  a water  company  in  Mon- 
terrey to  assist  in  financing  purchases  in  the  United  States  of  steel  pipe,  elec- 
tric pumps,  transformers,  and  other  types  of  equipment  required  in  connection 
with  the  construction  of  a water  pipe  line  and  distribution  lines. 

The  credit  was  authorized  to  Agua  Industrial  de  Monterrey,  S.  de  TJ.  The 
Bank  of  America  and  Girard  Trust  Corn  Exchange  Bank  are  lending  $750,000 
each  to  the  Monterrey  company  in  connection  with  this  project,  making  a total 
of  $5  million  coming  from  U.S.  sources.  Eximbank’s  credit  is  repayable  in  12 
years. 

The  company,  representing  33  industrial  consumers  of  water  in  Monterrey, 
was  organized  to  establish  and  to  maintain  facilities  for  piping  and  distributing 
nonpotable  water  to  industrial  plants  in  Monterrey  from  La  Boca  Dam,  a dis- 
tance of  21  miles,  in  order  to  avoid  water  shortages  which  have  threatened 
industrial  production  in  this  area  in  the  past. 

The  company  has  employed  the  services  of  Freese,  Nichols,  & Turner,  con- 
sulting engineers,  of  Houston.  Tex. 

Nicaragua. — A credit  of  $350,000  was  authorized  to  Instituto  de  Fomento  Na- 
cional  of  Nicagargua  to  assist  in  financing  purchases  of  white  corn  and  red 
beans  in  the  United  States. 

Nicaragua  normally  produces  more  than  enough  food  to  meet  domestic  require- 
ments; however,  due  to  unusual  weather  conditions,  a shortage  has  developed. 
The  Government  is  taking  measures  to  avoid  a recurrence  of  this  situation. 
However,  in  the  meantime,  it  will  be  necessary  for  Nicaragua  to  import  certain 
basic  foods  including  white  corn  and  red  beans  which  are  not  available  under 
title  1 of  Public  Law  480. 

Repayable  in  1 year. 

2.  On  requests  from  U.S.  exporters 

Twelve  credits  totaling  $925,000  were  authorized  to  assist  sales  overseas  of 
U.S.  equipment.  Repayment  terms  are  3 to  5 years  with  interest  ranging  from 
5%  to  6 percent. 

Argentina. — Austin-Western  Hemisphere  Co.,  Aurora,  111. : $12,000,  motor 
grader  to  Dobranich  & Cia.,  S.R.L. ; $36,000,  motor  graders  to  Dobranich  & Cia., 
S.R.L. 

Barber-Greene  Americas,  Inc.,  Aurora,  111. ; $175,500 — bucket  loader,  two 
asphalt  mixing  plants  and  asphalt  paving  finishers  to  Storer,  Sociedad  Anonima, 
Comercial,  Buenos  Aires. 

Bucyrus-Erie  Co.,  Milwaukee : $52,000,  two  model  draglines  and  related  equip- 
ment to  General  Electric  Argentina,  S.A.,  Buenos  Aires. 

Chain  Belt  Co.,  Milwaukee:  $20,000,  six  concrete  mixers  and  four  pumps  to 
Equipos  y Materiales,  S.A.,  Buenos  Aires. 

Essic-k  Manufacturing  Co.,  Los  Angeles:  $2,500,  vibrating  road  roller  to  Ed- 
ward G.  Peters,  S.R.L.,  Buenos  Aires. 

International  Harvester  Co.,  Argentina,  Chicago:  $222,000,  road  construction 
machinerv  to  Equimac,  S.A.,  Buenos  Aires. 

Iowa  Manufacturing  Export  Sales  Co.,  Cedar  Rapids:  $15,000,  two  jaw  crush- 
ers and  one  roll  crusher  to  Equipos  Materiales,  S.A.,  Buenos  Aires. 
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Koehring  Inter-American  Co.,  Milwaukee:  $108,000,  six  crawler  cranes  and 
one  mixer  to  Brander  & Cia.,  S.A.,  Buenos  Aires. 

Joy  Manufacturing  Co.,  Pittsburgh : $26,000,  drill  rig  and  accessories  and  one 
Ford  truck  to  Storer,  S.A.,  Comercial  Industrial  y Financiera. 

The  preceding  obligations  were  guaranteed  by  Banco  de  la  Nacion  Argentina 
with  the  exception  of  the  last  credit  which  was  guaranteed  by  Banco  Industrial 
de  la  Republica  Argentina. 

Ecuador. — Fulton  Iron  Works  Co.,  St.  Louis : $62,000,  equipment  for  moderni- 
zation of  sugar  mill  to  Compania  Azucarera  Valdez,  S.A.,  Guayaquil.  Guaran- 
teed by  Banco  de  Guayaquil. 

Mexico. — Draper  Corp.,  Hopedale,  Mass. : $194,000,  automatic  looms  and  acces- 
sories to  Compania  Industrial  de  Orizaba,  S.A.,  Mexico,  D.F. 

JOINT  UNITED  KINGDOM-EXIMBANK  STATEMENT 

The  United  Kingdom  Treasury  and  the  Export-Import  Bank  made  the  follow- 
ing announcement  in  February : 

“The  United  Kingdom  Government  has  decided  not  to  draw  the  $250  million 
still  available  under  the  line  of  credit  from  the  Export-Import  Bank  of  Wash- 
ington which  was  established  in  favor  of  the  United  Kingdom  in  February  1957, 
and  not  to  propose  an  extension  of  the  period  of  availability  of  this  drawing 
facility,  which  will  therefore  terminate  at  the  end  of  this  month. 

“This  decision  has  been  taken  by  the  United  Kingdom  Government  because 
of  the  strengthening  in  the  international  position  of  the  pound  sterling  which 
has  taken  place  since  the  line  of  credit  was  established  in  1957  and  later 
renewed  in  1958.” 

LOCAL  CURRENCY  LOANS 

Two  credits  totaling  11,130,000  Peruvian  soles  and  one  credit  for  1,500,000 
Israeli  pounds  have  been  authorized  by  the  Export-Import  Bank  under  the  local 
currency  lending  program  of  Public  Law  480. 

These  are  the  first  credits  authorized  in  Peru  under  section  104(e)  of  the 
Agricultural  Trade  and  Development  Act  of  1954  (Public  Law  480).  The 
number  of  credits  authorized  by  Eximbank  under  Public  Law  480  is  now  57  in 
6 countries,  for  the  equivalent  of  $25.4  million. 

BANK  NOTES 

Samuel  C.  Waugh,  president  of  the  Bank,  spoke  on  the  subject  of  “Foreign 
Trade  and  Foreign  Aid”  at  the  Overseas  Press  Club  of  America  in  New  York 
City,  February  19. 

Vance  Brand,  a Director  of  the  Bank,  R.  H.  Rowntree,  Chief  Economist,  and 
Albert  J.  Redway,  chief  of  the  private  capital  participation  division,  addressed 
the  American  Management  Association  in  New  York,  February  23. 

L.  Roger  Williams,  a loan  officer  of  the  Bank,  and  S.  D.  Shackleford  of  the 
legal  division  traveled  to  Buenos  Aires,  Argentina,  and  Asuncion,  Paraguay,  in 
January  in  connection  with  credits  of  the  Bank. 

Arthur  E.  DeCelles  and  Bernard  O.  Wilkinson,  both  of  the  engineering 
division,  attended  conferences  in  Lima,  Peru,  and  at  the  ToquepaLa  project 
in  Southern  Peru,  during  February. 

General  Statement 

Chairman  Hayden.  Mr.  Stambaugh,  the  vice  president,  will  appear 
first. 

Mr.  Stambaugh.  Mr.  Chairman,  may  I introduce  Mr.  Arthur  An- 
derson, the  treasurer  and  budget  officer  of  the  Export-Import  Bank, 
and  Mr.  Frank  Walsh,  the  chief  of  our  accounts  division. 

Chairman  Hayden.  We  are  glad  to  have  them  here. 

Mr.  Stambaugh.  You  have  before  you  the  copy  of  the  letter  from 
Mr.  Waugh  on  the  subject  of  this  hearing.  With  your  indulgence  I 
would  like  to  cover  some  of  the  salient  points. 

Chairman  Hayden.  The  letter  will  be  included  in  the  record. 
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Mr.  Stambaugh.  Fine.  I will  not  read  it. 

As  will  appear  by  the  letter,  the  limitation  on  the  Bank  for  admin- 
istrative expenditures  for  fiscal  1959  was  $2,055,000,  to  be  defrayed  out 
of  estimated  net  profits  of  almost  $82  million. 

AY  hen  the  horizontal  pay  increase  went  into  effect,  the  Bureau  of 
the  Budget  approved  a supplemental  limitation  of  $160,000,  the  exact 
amount  of  the  pay  increase  as  applied  to  the  personnel  of  the  Export- 
Import  Bank. 

Now,  as  you  have  stated,  Mr.  Chairman,  the  House  has  passed  the 
second  supplemental  bill  with  a reduction  of  $16,000  in  the  Bank’s 
supplemental. 

Chairman  Hayden.  That  undoubtedly  was  done  with  the  idea  that 
you  could  absorb  that  $16,000. 

Mr.  Stambaugh.  It  was  done  with  the  intent  of  having  us  absorb 
the  $16,000.  We  cannot.  That  is  why  we  are  here  today. 

We  find  nothing  in  the  House  report  that  indicates  that  they  made  a 
finding  that  we  could  absorb  it.  It  was  simply  listed. 

EFFECT  OF  EMERGENCIES  ON  ADMINISTRATIVE  EXPENSES 

The  Bank  has  been  hit  in  fiscal  1959  with  two  emergencies  involving 
rather  substantial  administrative  expenses,  two  emergencies  that  are 
going  to  have  to  be  absorbed  somewhere,  we  are  going  to  have  to  steal 
the  money  from  some  other  item  in  the  budget  in  order  to  handle 
them. 

The  first  one  involves  the  Bank’s  large  credit  to  India,  which  is  part 
of  a package  which  was  put  together  by  the  U.S.  Government  as  a high 
Government  policy  to  come  to  the  financial  assistance  of  India,  a credit 
of  $150  million. 

TIuU  credit  was  established  a little  over  a year  ago.  We  have  not 
been  able  to  get  it  to  operating.  We  have  only  disbursed  a little  over 
$2  million  under  that  credit.  They  do  not  know  the  procedures  over 
there ; they  do  not  know  how  to  document  proposals  under  the  credit 
and  thev  have  appealed  to  us  a number  of  times  that  in  order  to  get 
this  credit  to  operate  it  is  necessary  that  we  establish  a representative 
over  in  India  who  can  advise  with  them  and  who  can  be  of  assistance 
to  them,  both  in  screening  the  type  of  proposals  to  be  made  and  also 
in  assembling  the  necessary  technical  and  economic  data  so  that  the 
Bank  may  pass  on  each  individual  proposal. 

PAYMENT  FOR  EXTRA  SERVICE 

Senator  Ellender.  Are  we  to  pay  for  that  extra  service  ? 

Mr.  Stambaugh,  Yes. 

Senator  Ellender.  Why  should  they  not  pay  for  that  extra  service? 
It  strikes  me  that  it  ought  to  come  out  of  the  loan.  YVe  are  paying 
enough  to  those  people  now. 

Mr.  Stambaugh.  Well,  that  has  not  been  the  practice. 

Senator  Ellender.  Well,  it  should  be.  It  should  be  taken  out  of 
the  proceeds  of  the  loan  just  as  anv  bank  would  do. 

Senator  Young.  Maybe  it  is  like  when  I used  to  borrow  money;  I 
did  not  like  to  pay  for  this  extra  supervision;  in  fact,  I did  not  want 
any  at  all. 
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Senator  Ellender.  They  usually  take  it  out  of  the  proceeds  of  the 
loan.  It  strikes  me  that  you  have  ample  authority  under  your  charter 
to  do  that. 

Mr.  Stambaugh.  That  may  be  so,  but  what  we  have  to  do  is  to 
send  somebody  over  there  and  establish  them  there  practically  for  a 
period  of  time,  somebody  from  our  organization,  who  knows  our  pro- 
cedures and  who  knows  how  to  do  this  screening  and  how  to  assemble 
this  data. 

In  order  to  do  that  we  are  going  to  have  to  pay  the  cost  of  sending 
him  over  there  and  establishing  him  there  and  keeping  him  in 
operation. 

It  may  be  possible,  as  you  suggest,  that  in  the  final  accounting  under 
either  method  that  that  could  be  charged  up  to  India  as  an  expense. 

Senator  Ellender.  Well,  it  ought  to  be  done.  I think  it  is 
reasonable. 

Mr.  Stambaugh.  I will  take  note,  Senator,  of  your  view  on  that, 
that  it  ought  to  be. 

But  the  representatives  we  are  going  to  send  over  to  India  is  pre- 
pared to  leave  within  days  now.  All  the  arrangements  have  been 
made  and,  of  course,  we  are  going  to  have  to  provide  the  cost  of  get- 
ting him  over  there  and  getting  him  established  and  maintaining 
him  there  now  and  not  later  on. 

INCREASE  IN  ADMINISTRATIVE  EXPENSES 

Senator  Ellender.  You  said  that  your  administrative  expenses 
have  increased.  To  what  extent  has  this  been  so  ? 

Mr.  Stambaugh.  In  this  case  it  would  be  about  $19,000  during 
fiscal  1959. 

Senator  Ellender.  Is  that  for  India  only  ? 

Mr.  Stambaugh.  That  is  for  establishing  this  representative  in 
India  with  a secretary  and  with  the  necessary  facilities  to  do  his  job 
over  there. 

LOANS  TO  INDIA 

Senator  Ellender.  Have  you  made  any  money  available  to  India 
as  yet  ? 

Sir.  Stambaugh.  Yes.  We  have  disbursed  a little  over  $2  million 
under  the  credit. 

Senator  Ellender.  What  interest  are  they  paying  ? 

Mr.  Stambaugh.  Five  and  a quarter  percent  in  the  case  of  the 
India  credit. 

Senator  Ellender.  That  is  cheaper  than  we  can  get  it  in  the  United 
States. 

Chairman  Hayden.  The  credit  to  India  is  participated  in  by  three 
banks,  Export-Import  Bank,  Development  Loan  Fund,  and  World 
Bank. 

Please  describe  for  the  record  how  this  type  of  transaction  is 
handled  ? 

Mr.  Stambaugh.  The  details  of  it  were  worked  up  by  an  interdepart- 
mental committee  that  met  for  the  purpose  of  determining  what  the  re- 
quirements were  and  how  they  should  be  met  and  so  forth. 

Chairman  Hayden.  Your  Bank  is  interested.  Now,  did  the  other 
two  banks  send  anybody  over  ? 
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Mr.  Stambaugh.  No.  Of  course,  the  International  Bank  very  fre- 
quent lv  does  exactly  that,  very  frequently  has  somebody  stationed 
abroad. 

( Chairman  Hayden.  Who  pays  for  it  ultimately? 

Mr.  Stambaugh.  I am  under  the  impression  that  the  International 
Bank  pays  for  it  as  an  administrative  expense. 

ADMINISTRATION  OF  ICA  LOANS 

Senator  Ellender.  Mr.  Stambaugh,  do  you  administer  ICA  loans? 

Mr.  Stambaugh.  We  administer  the  ICA  loans;  that  is  right. 

Senator  Ellender.  Where  do  you  get  the  money  for  that  purpose? 

Mr.  Stambaugh.  We  are  reimbursed  by  ICA  as  to  administrative 
expenses. 

Senator  Ellender.  It  seems  to  me  the  same  procedure  should  be 
put  into  effect  as  far  as  India,  or  any  other  borrower,  is  concerned. 

You  have  that  right,  so  let  us  try  to  save  a few  crumbs  for  the  U.S. 
taxpayer. 

REPAYMENT  RECORD 

Senator  Young.  May  I ask  what  your  repayment  record  is  on  Ex- 
port-Import loans  ? 

Mr.  Stambaugh.  Our  losses  amount  to  somewhere  in  the  neighbor- 
hood of  $2 y2  million  out  of  $9  billion  worth  of  transactions. 

Senator  Young.  The  profits  on  your  operations  are  how  much  a 
year? 

Mr.  Stambaugh.  We  estimate  we  will  make  in  fiscal  1959  a net  profit 
of  about  $82  million. 

We  have  accumulated  out  of  profits  a reserve  of  something  over  $500 
million. 

Senator  Young.  That  is  a pretty  good  record.  Do  you  expect  to  get 
full  repayment  on  this  loan  to  India  ? 

Mr.  Stambaugh.  Yes,  sir. 

Senator  Young.  I think  that  is  a rather  remarkable  record  when  you 
consider  the  number  of  loans  made  to  almost  every  nation  in  the  world. 

Senator  Ellender.  It  is  a fine  record,  however  many  of  these  loans 
are  made  over  a long  period.  What  is  your  longest  loan  period? 

Mr.  Stambaugh.  About  20  years  would  be  the  longest.  The  term 
of  the  loan  depends  on  the  nature  of  the  project. 

That  is  another  thing,  Senator  Ellender,  that  enters  into  this.  The 
loans  that  will  be  made  under  this  $150  million  line,  they  do  not 
necessarily  go  to  the  Government  of  India.  As  a matter  of  fact, 
we  hope  that  a good  many  of  them  will  go  to  private  industry  in 
India.  You  create  quite  a problem  when  you  talk  about  trying  to 
charge  against  a great  number  of  borrowers  a portion  of  the  expense 
of  maintaining  a representative  in  India. 

Senator  Ellender.  You  ought  to  charge  that  administrative  cost 
to  India. 

Mr.  Stambaugh.  We  don’t  have  any  administrative  account. 

Senator  Ellender.  A bank  usually  includes  that  in  the  interest 
charge.  When  you  are  called  upon  to  do  something  extraordinary, 
as  in  this  case,  I do  not  suppose  you  should  have  a bit  of  trouble  in 
getting  this  fee. 
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Of  course,  if  you  let  it  go  and  just  do  what  many  of  the  ICA  boys 
do  and  say,  well,  we  will  absorb  that  without  any  effort  to  try  to  get 
them  to  pay  for  it,  why,  then,  will  permit  you  to  absorb  the  cost. 

Mr.  Stambaugh.  I did  not  mean  to  give  you  the  impression  that 
the  ICA  did  that,  too. 

Senator  Ellender.  I am  familiar  with  what  they  do.  If  they 
made  half  an  effort  to  collect  more  from  the  local  people  they  would 
not  have  to  be  so  generous  with  our  money,  and  we  would  not  be  so 
deeply  in  debt,  in  my  judgment. 

Senator  Young.  Senator  Ellender,  this  is  the  only  agency  I know 
of  that  is  doing  this  much  business  in  a foreign  country  and  is  only 
sending  one  person  over  there.  It  is  usually  a hundred. 

USE  OF  ICA  PERSONNEL 

Senator  Ellender.  To  what  extent  are  you  using  ICA  ? 

Mr.  Stambaugh.  Use  them,  you  sayT 

Senator  Ellender.  I mean  borrow  help  from  them. 

Mr.  Stambaugh.  You  mean  use  their  personnel  ? 

Senator  Ellender.  Yes. 

Mr.  Stambaugh.  We  sometimes  ask  them  to  find  out  things  for  us 
once  in  a while. 

Seantor  Ellender.  Do  you  reimburse  them  ? 

Mr.  Stambaugh.  We  ask  the  embassy  to  do  it.  There  would  not  be 
any  expense  involved  as  a matter  of  fact,  because  they  are  there,  they 
are  on  the  ground. 

One  reason  that  we  don't  have  people  stationed  around  the  world  is 
that  we  make  use  of  other  agencies  of  the  U.S.  Government  for  those 
purposes. 

Senator  Ellender.  Well,  you  are  very  fortunate. 

Are  all  of  your  loans  repayable  in  dollars  ? 

Mr.  Stambaugh.  Yes. 

SYMPOSIUM  OF  25  YEARS  OF  OPERATION 

Senator  Magnuson.  You  have  submitted  here  a sort  of  symposium 
of  25  years  of  operation  which  I think  ought  to  go  in  the  record,  Mr. 
Chairman ; it  is  very  brief.  It  is  the  record  from  1934  to  1959. 

On  page  3 you  say  you  paid  all  administrative  expense  out  of 
earnings. 

Mr.  Stambaugh.  Right. 

Senator  Magnuson.  What  do  you  mean  by  that  ? 

Mr.  Stambaugh.  I mean  we  do  not  operate  on  appropriation. 

Senator  Magnuson.  I think  that  is  what  Senator  Ellender-is  getting 
at.  You  do  not  operate  out  of  appropriation,  but  here  you  are  asking 
appropriation. 

Sir.  Stambaugh.  It  is  the  function  of  the  Congress  to  finance  the 
amount  that  we  can 

Senator  Magnuson.  You  will  pay  this  back.  You  will  reimburse 
the  Treasury  for  this  amount  ? 

Mr.  Stambaugh.  We  won’t  take  it  from  the  Treasury.  We  will  take 
it  out  of  our  own  profit. 
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Senator  Maonuson.  That  is  what  I want  to  make  clear.  This  is 
authority  from  Congress  to  take  out  of  your  own  earnings  these  so- 
called  administrative  expenses ; is  that  correct  ? 

Mr.  Stambaugh.  That  is  correct. 

Senator  Magnuson.  I think  that  ought  to  be  clear. 

Senator  Ellender.  The  point  I was  making  with  my  good  friend  is 
that  the  administrative  expenses  incurred  on  loans  to  India  should  be 
borne  by  the  Indians  and  not  by  our  Government. 

Senator  Magnuson.  Your  point  is  that  this  amount  should  stay  in 
the  earnings  and  the  Indians  should  bear  this  administrative  expense. 

Senator  Ellender.  Exactly. 

Sen  at  or  Magnuson.  Or  the  loan  itself  should  bear  it. 

Mr.  Stambaugh.  I was  trying  to  point  out,  Senator,  that  for  the 
present  the  only  place  we  can  get  it  is  out  of  our  earnings  because  we 
have  to  send  these  people  abroad  now. 

If  the  Senator’s  suggestion  is  workable  and  can  be  worked  out,  that 
will  have  to  be  sometime  in  the  future. 

Senator  Magnuson.  Just  add  to  it  the  amount  repayable.  That  is 
what  a bank  does. 

Mr.  Stambaugh.  If  we  have  that  authority  under  our  credit  agree- 
ment with  the  Indian  Government. 

LIMITATION  ON  ADMINISTRATIVE  EXPENSES 

But  I am  sorry  that  I did  not  make  that  plainer,  Senator  Magnuson, 
that  the  subject  of  this  hearing  is  not  an  appropriation.  It  is  the  lim- 
itation that  Congress  imposes  upon  the  bank  with  regard  to  the 
amount  it  can  spend  out  of  its  profits  for  administrative  expenses. 

We  have  administrative  expenses,  as  you  see,  totaling  a little  over 
$2  million  to  transact  something  like  a billion  dollars  worth  of  busi- 
ness a year  with  226  people. 

So  I think  probably  you  can  see  that  we  are  sometimes  in  a pretty 
tight  budgetary  situation  and  that  is  where  we  find  ourselves  now. 

LOAN  FOR  DEVELOPMENT  OF  ATOMIC  ENERGY  PLANTS 

Let  me  cite  the  other  emergency  and  that  is  because  of  the  treaty 
entered  into  with  the  European  Committee,  the  Six  Nations,  for  the 
purpose  of  developing  atomic  energy  plants  in  those  countries,  the 
Export-Import  Bank  established  a credit  of  $135  million  to  finance 
the  purchase  in  the  United  States  of  atomic  reactors  of  the  U.S.  de- 
sign, U.S.  type,  and  the  Community,  which  they  call  Euratom,  is  situ- 
ated in  Brussels,  Belgium. 

During  the  next  year  or  more  there  will  be  a great  deal  of  activity 
in  passing  upon  proposals  for  the  erection  of  plants  and  for  the  pur- 
chase of  reactors  and  so  forth. 

In  addition,  the  Community  has  established  a selection  board,  a se- 
lection board  which  passes  upon  whether  or  not  they  will  permit  a 
particular  utility  to  enter  into  the  Euratom  program,  and  the  Export- 
Import  Bank  is  to  be  represented  on  that  board. 

So  we  are  up  against  the  necessity  of  either  sending  somebody  over 
there  every  couple  of  weeks  probably,  or  having  someone  stationed 
over  there  who  knows  the  procedures  and  so  forth  and  who  can  rep- 
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resent  us  in  this  selection  board  and  also  obtain  for  us  all  the  necessary 
data  to  bring  the  proposals  back  to  us. 

Senator  Ellender.  Have  you  acquired  membership  because  of  the 
fact  you  are  loaning  money  to  them  ? 

Mr.  Stambaugh.  That  is  right. 

Senator  Ellender.  Who  is  responsible  for  the  repayment  of  this 
loan? 

Mr.  Stambaugh.  The  six  countries,  Belgium,  Holland,  West  Ger- 
many, France,  Italy,  and  Luxembourg. 

Senator  Ellender.  Is  that  a joint  loan  ? 

Mr.  Stambaugh.  Each  nation  that  makes  up  the  Common  Market. 

Senator  Ellender.  Each  country  is  responsible  for  the  payment  of 
the  whole  loan  ? 

Mr.  Stambaugh.  Let  me  finish. 

LOANS  TO  EURATOM 

You  asked  that  question  while  I was  trying  to  answer  it.  The  loans 
are  to  be  made  to  the  entity  known  as  Euratom.  That  is  a joint  venture 
of  the  six  countries. 

Then  Euratom  will  in  turn  loan  the  money  to  the  utilities  that  are 
accepted  into  the  program  and  will  take  the  paper  and  securities  of 
these  utilities.  We  will  have  Euratom  papers  with  the  paper  and 
securities  of  the  utilities  as  collateral  to  Euratonr  s paper. 

If  we  deem  it  advisable,  we  will  have  a guarantee,  a guarantee  of 
the  bank  or  guarantee  of  a government  to  make  the  loan  good. 

Seantor  Ellender.  I hope  you  will  find  it  advisable  to  do  that. 

Mr.  Stambaugh.  We  will,  if  it  is  not  good  otherwise. 

Senator  Ellender.  In  other  words,  the  total  loan  is  made  to  Eura- 
tom, but  the  distribution  of  it  is  to  various  utilities  within  the 
countries  ? 

Mr.  Stambaugh.  Yes. 

Senator  Ellender.  Such  as  a municipality  ? 

Mr.  Stambaugh.  They  are  mostly  private — outside  of  France  I 
think  they  are  all  private  utilities  countries. 

Senator  Ellender.  Is  anyone  else  participating  in  these  loans  ? 

Mr.  Stambaugh.  We  only  finance  the  purchases  in  the  United 
States,  the  bricks  and  mortar  and  all  that  sort  of  thing  is  financed 
from  their  own  resources,  the  utilities  resources  or  borrowings  by  the 
utility  in  those  countries. 

Senator  Ellender.  Does  your  application  include  the  total  amount 
that  they  will  put  up  to  erect  these  facilities  ? 

Mr.  Stambaugh.  Each  one  is  treated,  like  a project  credit. 

In  other  words,  we  have  to  know  that  the  market  is  there  for  the 
energy.  We  have  to  know  that  the  energy  can  be  produced  at  a 
competitive  price.  We  have  to  know  that  they  have  the  proper 
technical  management  and  that  they  have  the  proper  business  manage- 
ment, just  as  we  pass  on  every  project. 

Senator  Ellender.  They  have  to  have  the  money  ? 

Mr.  Stambaugh.  They  have  to  have  the  funds  to  provide  the  local 
currency  cost. 

Senator  Ellender.  This  being  a new  venture,  Mr.  Stambaugh,  and 
not  knowing  what  the  cost  of  generating  electricity  will  be,  do  you  not 
think  you  might  get  into  some  trouble? 

Mr.  Stambaugh.  We  have  some  idea  about  the  cost. 
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COST  OF  GENERATING  ELECTRICITY 

Senator  Ellender.  Is  the  cost  comparable  to  what  they  pay  locally  ? 

Mr.  Stambaugh.  It  is  not  as  cheap  as  we  produce  energy  in  this 
country.  It  is  estimated  that  it  will  run  into  the  neighborhood  of 
about  11  mills  per  kilowatt. 

But,  of  course,  these  countries,  they  do  not  have  the  coal  available 
and  they  have  to  import  oil  to  generate  electricity  in  thermal  plants. 

Senator  Ellender.  In  other  words,  you  have  ascertained  that  the 
cost  of  producing  this  energy  and  of  distributing  it,  will  be  about  as 
cheap  as  what  the  people  now  pay? 

Mr.  Stambaugh.  It  will  be  competitive  and  will  become  more  com- 
petitive, we  feel,  as  they  develop  the  business  more. 

That  is  the  emergency  insofar  as  Euratom  is  concerned.  Both  these 
people  have  to  be  shipped  over  there  right  away  and  they  have  to  be 
established  there. 

We  have  arranged  with  the  State  Department  for  economy  pur- 
poses and  also  for  purposes  of  smooth  operation,  we  have  asked  the 
State  Department  to  give  them  a rating  as  a reserve  Foreign  Service 
officer  and  the  State  Department  will  pay  them  and  we  will  reimburse 
the  State  Department.  And  they  will  be  provided  facilities  by  the 
Embassy  and  possibly  secretarial  services.  We  have  not  quite  deter- 
mined on  that  yet. 

Senator  Ellender.  Will  you  in  turn  charge  for  this  administrative 
service  ? r i 

Please  do  so  because  you  can  under  this  charter. 

Mr.  Stambaugh.  If  we  can,  Senator. 

Senator  Ellender.  I am  sure  you  can. 

CREDIT  AGREEMENT 

Mr.  Stambaugh.  I don’t  know  whether  under  our  credit  agreement 
we  have  that  authority. 

Senator  Ellender.  You  mean  the  mose  recent  credit  agreement  you 
made? 

Mr.  Stambaugh.  In  each  case  we  have  entered  into  a credit  agree- 
ment. 

Senator  Ellender.  F rom  here  on  out  you  ought  to  bear  that  in  mind. 

Mr.  Stambaugh.  We  are  glad  to  get  the  suggestion,  Senator. 

We  certainly  will  look  into  it. 

Mr.  Anderson  tells  me  he  thinks  most  of  our  credit  agreements 
contain  provisions  that  would  permit  us  to  do  that. 

Mr.  Anderson.  Where  we  make  a credit  to  one  project,  without 
fail  we  put  in  there  the  right  of  being  reimbursed  unusual,  excep- 
tional expenses  which  we  may  have  in  making  the  project  possible. 

When  you  have  a big  group  credit  like  this,  I don’t  think  it  is  in 
there,  but  on  the  one-project  basis  we  always  have  it  in. 

Senator  Ellender.  They  all  ought  to  be  made  to  pay  it. 

Chairman  Hayden.  Are  there  any  further  questions  of  these  gentle- 
men? 

Senator  Magnuson,  I just  want  to  ask  one  question  for  information. 
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LOAN  FOB  VIBRATING  ROAD  ROLLER  IN  BUENOS  AIRES 

I notice  there  is  a loan  at  the  request  of  exporters  for  $2,500  to 
Edward  G.  Peters,  Buenos  Aires,  for  vibrating  road  roller. 

Why  would  somebody  all  the  way  down  in  Buenos  Aires  and  Argen- 
tina go  through  this  rigamarole  for  a loan  of  $2,500  ? 

Mr.  Stambaugh.  Why  would  they  borrow  that  much  to  buy  a road 
roller  in  the  United  States  ? 

Senator  Magnuson.  Yes ; $2,500. 

Mr.  Stambaugh.  Senator,  we  have  always  prided  ourselves  on 
helping  small  business  as  well  as  big  business.  That  is  a pretty  good 
example. 

Senator  Magnuson.  I understand  that.  There  is  probably  a thou- 
sand dollars  worth  of  paper  work  on  that  loan  alone. 

Mr.  Stambaugh.  No  ; it  is  a manufacturing  company.  The  Essick 
Manufacturing  Co.  has  a line  of  credit  with  the  Export-Import  Bank 
established  for  the  purpose  of  financing  exports. 

Senator  Magnuson.  This  is  not  only  one  isolated  item? 

Mr.  Stambaugh.  No. 

Senator  Magnuson.  When  they  go  around  and  they  sell  these  road 
rollers  they  have  a line  of  credit  and  in  certain  cases  they  pick  it  up? 

Mr.  Stambaugh.  That  is  right. 

Senator  Magnuson.  I think  that  should  be  made  clear. 

Mr.  Stambaugh.  You  have  our  semiannual  report,  do  you  not, 
Senator  ? 

Senator  Magnuson.  Yes. 

Mr.  Stambaugh.  You  will  find  that  all  detailed  in  there,  Senator. 

LOANS  TO  LATIN  AMERICA 

Senator  Magnuson.  Of  the  $161  million  loan  broken  down  by 
countries,  on  page  103,  private  loans  and  investments  accompanied 
by  bank  credits,  $135  million  of  it  went  to  Latin  America. 

I think  it  is  important  to  show  that.  That  is  on  page  103,  private 
loans  and  investments — with  your  credit. 

Mr.  Stambaugh.  That  is  a tabulation  insofar  as  we  are  able  to 
ascertain  what  credits  went  along  in  partnership  with  our  credits, 
what  private  banks. 

Senator  Magnuson.  That  is  in  1 year.  I merely  wanted  to  showT 
that  because  there  has  been  some  question  in  South  America  whether 
or  not  they  have  neglected  their  needs  down  there. 

Mr.  Stambaugh.  We  believe  that  we  have  promoted  a great  deal  of 
private  investment  in  Latin  America. 

As  a matter  of  fact,  our  total  credit  for  dollars  in  Latin  America 
have  been  $3,776  million  over  the  period  of  25  years. 

W^e  have  outstanding  over  $2  billion  there  now  in  Latin  America. 

ORIGIN  OF  LOANS  TO  EXPORTERS 

Senator  Magnuson.  How  do  these  loans  originate  from  exporters  ? 
Do  they  come  to  you  directly  and  say,  “We  have  a sale  in” — say,  the 
Argentine — and  they  do  not  have  the  dollars ; and  if  it  looks  feasible, 
could  you  loan  the  Argentine  company  X numbers  of  dollars  so  they 
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can  pay  us,  or  does  it  originate  from  the  company  outside  the  country, 
or  both  ? 

Mr.  Stambaugh.  It  is  initiated  both  ways.  But  in  the  case  like  the 
one  you  called  attention  to  there  the  company  comes  to  us  and  says, 
‘Sve  do  some  foreign  business  and  we  would  like  some  assistance  in 
carrying  credits  that  we  have  to  extend  in  order  to  do  this  business.” 

'Where  we  find  that  they  do  an  annual  foreign  business  of,  say, 
$2  million,  we  may  set  up  a line  of  half-million  dollars  for  them  to 
operate  with. 

Then,  following  certain  standards,  they  bring  the  cases  to  us  as 
they  make  the  sales. 

LOAN  TO  NICARAGUA  TO  PURCHASE  CORN  AND  BEANS 

Senator  Magnuson.  I want  to  ask  one  more  question.  I am  sure  the 
Senator  from  Louisiana  and  the  Senator  from  North  Dakota  know 
much  more  about  this  than  I do ; but  you  are  making  a loan  to  Nica- 
ragua to  finance  the  purchases  of  the  white  corn  and  red  beans.  You 
say  Nicaragua  normally  produces  more  than  enough  food  to  meet 
domestic  requirements;  however,  due  to  weather  conditions  a short- 
age has  developed. 

So,  therefore,  you  are  loaning  them  money  to  import  these  certain 
basic  foods,  which  include  white  corn  and  red  beans,  under  Public 
Law  480. 

Now,  is  this  the  first  loan  you  have  made  for  the  purchases  of  agri- 
cultural products  ? 

Mr.  Stambaugh.  No.  We  have  extended  cotton  credits  totaling  a 
billion  dollars. 

We  have  extended  credit  for  tobacco,  $22  million. 

Wheat,  $55  million. 

Barley,  $11%  million. 

Soya  beans,  $15%  million. 

Senator  Magnuson.  Put  it  in  the  record,  because  I think  it  is  im- 
portant. 
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(The  material  referred  to  follows :) 

Cotton  credits  extended  by  Export-Import  Bank  of  Washington 


Country 


Date  authorized 


Authorized  in  fiscal  year 
1959:  Japan 


Authorized  in  fiscal  year 
year  1958: 

Austria 

Japan 

Do. 


Authorized  in  fiscal  year 
1957: 

Japan 

Austria 


Credits  previously  auth- 
orized: 

Austria 

Do 

China. 

Colombia 

Czechoslovakia 

Do 

Europe-postwar  credits. 

Germany 

Germany,  Western 

Finland 

France 

Italy 

Do 

Japan 

Do 


Do 

Do 

Do 

Do 

Poland 

Spain 

Do 

Do 

Yugoslavia. 


July  28,  1958. 


Feb.  20, 1958.. 
July  2. 1957... 
Sept.  13, 1957. 


Aug.  23, 1956. 
Feb.  21, 1957. 


Apr.  4, 1952... 
Apr.  7, 1955... 
Jan. 3, 1946. .. 
Nov.  1, 1951. . 
Oct.  21,  1936- 
May  29,  1946. 
1945  to  1946... 
Aug.  13,  1947. 
Sept.  2,  1951- 
Dec.  24,  1945- 
May  8,  1952.. 
Jan.  7,  1937— 
Jan.  21,  1946- 
Apr.  21,  1948. . 
Nov.  15,  1951. 
Apr.  9,  1953.. 
Oct.  21,  1953.. 
July  22,  1954.. 
July  21,  1955.. 
Nov.  3, 1938— 
July  28.  1939.. 
Jan.  3,  1952... 
Apr.  9,  1953.. 
Jan.  11, 1951- 


Total 

Total  Eximbank 
credits. 

Mutual  Security  Agency- 
ECA  (Spain). 

Total  cotton  credits. 


Feb.  8, 1951. 


Amount  of 
credit 

Disbursed 

Unpaid  bal- 
ance, Dec. 
31,  1958 

Number 
of  bales 
financed 

Esti- 
mated 
bales  to 
be  fi- 
nanced 

$60,  000, 000 

$10, 961, 938 

$10, 961, 938 

37, 923 

362, 077 

12,  000,  000 
1 50,  (100, 000 
60,  000,  000 

2, 613, 821 
49, 901,  709 
59, 862,  802 

2, 605, 963 
15, 365, 356 
59,  862,  802 

17, 859 
317, 231 
391, 287 

57, 141 

122, 000,  000 

112, 378,332 

77,  834, 121 

726, 377 

57, 141 

60,  000, 000 
8,  000,  000 

59, 918, 095 
7, 923,  789 

397,  896 
45, 913 

6,  785, 081 

68, 000, 000 

67, 841,  884 

6,  785,  081 

443,  809 

6,  000, 000 
6,  000, 000 

33. 000.  000 

20. 000,  000 
795, 000 

20, 000, 000 
95,  706,  625 
23,  592, 103 

50. 000.  000 

17. 000.  000 

45. 000,  000 
13, 370, 000 

25. 000.  000 
55, 158, 121 

40. 000.  000 

40. 000.  000 

60. 000.  000 
60, 000, 000 
60, 000, 000 

2,  599,  700 
13,  350, 000 
12. 000, 000 
12, 000, 000 
12,  977, 100 

5,  213,  954 
5,  965,  969 
32,  976,  442 
8, 448, 052 
795, 000 
19,  987,  014 
95,  706,  625 
4,  592, 103 
49,  439, 829 
16, 961,  773 
27, 026, 150 
13, 370, 000 
24,  638, 812 
40, 158, 121 
39, 900, 132 
39, 950. 114 
59, 869,  224 
59,  900,  590 
59,  877,  567 
2,  596, 209 
13, 008,  200 
11, 964,  751 
11,  689,  477 
12, 977, 100 

26,  456 
35,  492 
255,  685 
36,841 
14,  005 
111,262 
546, 895 
24,  800 
210, 108 
91,  516 
146,  591 
294, 934 
146, 960 
246,  550 
180, 278 
212. 680 
320,  850 
313,540 
330,  000 
46, 150 
245,  986 
55,  836 
62, 086 
52,  370 

723,  548, 649 
973,  548, 649 

5, 000, 000 

657,  013, 208 
848, 195, 362 

4,  999,  750 

4, 007, 871 
5, 215, 980 

20, 181 

95,  581, 140 
4,  624,  750 

419, 218 

978,  548, 649 

853, 195, 112 

100, 205,  890 

5, 236, 161 

419, 218 

1 Part  of  credit  of  $115  million  for  agricultural  commodities, 
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Export-Import  Bank  of  Washington 


Credits  extended  for  agricultural  commodities  other  than  cotton 


Country 

Date  author- 
ized 

Tobacco 

Wheat 

Barley 

Soybeans 

Spain  

Sept.  12, 1934 
July  13.1945 
Sept.  11,1945 
June  19. 1946 
July  31. 1946 
Feb.  19,1947 
Nov.  3,  1948 
June  5, 1952 
June  17. 1954 
Oct.  20.1937 
Feb.  14,1957 
July  2, 1957 2 

$672.  872.  00 
i 1,  255,  331.  00 
i 551.  486.  00 
i 36,  328.  00 
2.  000,  000.  00 
5.  000.  000.  00 
i 933,  157.  00 
10,  000,  000.  00 

Denmark 

Belgium 

France 

Czechoslovakia 

Italy 

Finland 

Germany 

Brazil..  

$15,  000,  000.  00 
2,  661,  309.  75 
2,  250.  000.  00 
35.  367,  584.  60 

Germany 

Peru 

Japan 

1,  695,  007.  74 

$11,  578,  479.  92 

$15.  592.  774. 43 

Total 

22,  144. 181.  74 

55, 278,  894.  35 

11,  578, 479.  92 

15,  592,  774. 43 

1 Financed  under  long-term  emergency  reconstruction  credits. 

* Financed  under  credit  of  $115,000,000  for  agricultural  commodities. 


EXCHANGE  OF  STRATEGIC  GOODS  FOR  AGRICULTURAL  PRODUCTS 

Senator  Magnuson.  Now,  how  does  this  conflict,  if  it  does  con- 
flict, with  the  barter  program  ? 

Mr.  Stambaugh.  I don't  know  how  to  answer  that. 

Senator  Magnuson.  The  exchange  of  strategic  goods  for  agricul- 
tural products.  Does  it  conflict  with  it  in  any  way  ? 

Mr.  Stambaugh.  This  is  done  in  partnership  with  the  Department 
of  Agriculture  to  help  the  Department  dispose  of  surplus  commodi- 
ties. This  is  one  method  of  disposing  of  surplus  property. 

Senator  Magnuson.  This  is  one  method.  Insofar  as  you  know  it 
does  not  conflict  with  the  provisions  of  the  barter  program  ? 

Mr.  Stambaugh.  I am  sure  the  Department  will  not  permit  it. 

Senator  Ellender.  The  Department  of  Agriculture  usually  sells 
all  of  the  surplus  it  can  for  dollars.  It  is  only  in  cases  where  the 
purchasing  country  exhausts  its  dollar  supply  that  barter  takes  place. 
That  is  the  way  it  is  usually  handled. 

Mr.  Stambaugh.  Yes. 

Senator  Magnuson.  And  they  are  usually  short-term  loans. 

Mr.  Stambaugh.  Yes.  They  are  consumed  in  a very  short  time,  of 
course. 

Senator  Ellender.  This  is  repayable  in  1 year  ? 

Mr.  Stambaugh.  Yes. 

Senator  Young.  I thought  all  Export-Import  Bank  operations  con- 
sisted of  export  of  industrial  goods. 

Mr.  Stambaugh.  No.  The  vast  majority  dollarwise,  of  course,  is 
capital  goods. 

COOPERATION  WITH  DEPARTMENT  OF  AGRICULTURE 

Senator  Young.  How  do  you  work  with  the  Department  of  Api- 
culture? In  title  I operations  of  Public  Law  480  we  accept  foreign 
currency.  Who  makes  the  determination  whether  the  Export-Import 
Bank  loans  them  money  to  buy  the  commodities  or  whether  we  sell 
the  commodities  for  foreign  currencies  under  Public  Law  480  ? Who 
makes  that  determination  ? 
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Mr.  Stambaugh.  I am  afraid  that  I personally  don’t  hear  any- 
thing about  it  until  they  come  to  the  bank  with  it  and  ask  us  to  au- 
thorize a credit  for  this  purpose. 

I think,  however,  that  the  credit  is  supplementary  to  other  sales 
that  are  made,  probably  on  a barter  basis,  as  the  Senator  suggests. 

Senator  Young.  Does  the  Department  of  Agriculture  tell  a foreign 
country  needing  food  that  before  they  will  give  them  the  benefit  of 
Public  Law  480,  they  have  to  come  to  the  Export-Import  Bank  to 
see  if  they  can  borrow  the  money  ? 

Mr.  Stambaugh.  I don’t  think  so.  We,  of  course,  coordinate  every- 
thing we  can  do  with  the  Department  of  Agriculture. 

But  I don't  think  that  is  a condition  to  their  selling  them  or  trading 
them  other  surplus  commodities. 

Senator  Young.  Who  is  your  chief  contact  in  the  Department  of 
Agriculture  ? 

Mr.  Stambaugh.  I cannot  answer  that,  sir.  I can  find  out.  Would 
you  like  to  know,  Senator  ? 

Senator  Young.  Yes. 

(The  information  referred  to  follows :) 

Max  Meyers,  Director,  Foreign  Agricultural  Service,  as  to  financing  of  export 
sales  of  agricultural  commodities. 

REVOLVING  FTJND  AUTHORIZATION 

Senator  Young.  When  you  need  more  money  for  loans,  do  you 
take  that  out  of  a revoving  fund  and  when  a loan  is  repaid,  do  those 
funds  go  into  a revolving  fund  so  you  can  reloan  it  again?  When 
a country  repays  its  loans  does  that  money  go  into  the  Treasury  and 
you  then  get  a new  authorization  ? 

Mr.  Stambaugh.  We  have  a revolving  authorization  of  $7  billion. 
That  is,  we  can  have  outstanding  at  one  time  in  loans  not  to  exceed 
$7  billion. 

Senator  Young.  When  a foreign  country  repays  its  loan  that 
money  goes  into  a revolving  fund. 

Mr.  Stambaugh.  We  pay  it  into  the  Treasury  because  we  are  pay- 
ing interest  on  it  as  long  as  it  is  withheld  from  the  Treasury. 

Senator  Young.  When  it  is  paid  back  in  the  Treasury  you  can  use 
that  money  again  ? 

Mr.  Stambaugh.  Yes;  we  can  borrow  that;  that  is  right,  Senator 
Young.  _ 

Senator  Young.  Without  further  authorization  ? 

Mr.  Stambaugh.  That  is  right. 

TOTAL  CAPITAL 

Senator  Ellender.  Your  capital  is  really  $7  billion  ? 

Mr.  Stambaugh.  That  is  right.  As  long  as  we  have  not  reached 
that  ceiling,  why,  we  can  do  that. 

Senator  Ellender.  What  percentage  of  the  $2  billion-plus  loans 
you  have  made  to  South  and  Central  America  have  been  made  to  the 
local  people,  rather  than  to  American  business  people  ? 

Mr.  Stambaugh.  Of  course,  we  have  loaned  a considerable  amount 
of  money  to  citizens  of  those  countries,  to  enterprises  engaged  in  busi- 
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ness  in  those  countries,  that  have  no  association  with  American  con- 
cerns. 

Senator  Ellender.  I am  asking  the  question  because  it  was  my 
privilege  to  visit  every  country  in  South  and.  Central  America  dur- 
um; October,  November,  and  December,  of  last  year,  and  the  informa- 
tion I received  from  some  sources  was  that  most  of  the  loans  from 
Export-Import,  and  also  the  International  Bank,  were  made  to  Am- 
ericans rather  than  local  citizens. 

Mr.  Stambaugh.  It  is  the  other  way  around,  sir. 

Senator  Ellender.  I am  just  telling  you  what  I heard. 

Mr.  Stambaugh.  I know  you  are. 

SUGGESTION  FOR  BANK  FOR  SOUTH  AND  CENTRAL  AMERICA 

Senator  Ellender.  I do  not  know  whether  you  have  read  my  report* 
but  I suggested  that  a new  bank  be  established  for  the  exclusive  benefit 
of  the  people  of  South  and  Central  America.  Let  it  be  handled  and 
let  it  be  known  as  their  bank  where  small  business,  or  any  other  locally 
established  business,  can  obtain  funds.  I believe  that  that  would  go 
far  toward  forming  a better  relationship  between  us  and  the  countries 
to  the  south  of  us. 

Mr.  Stambaugh.  Such  a bank  is  in  the  course  of  being  formed  right 
now. 

Senator  Ellender.  I understand  that,  but  it  is  more  or  less  for  big 
business.  My  idea  was  to  have  branches  of  such  a bank  in  the  country 
itself,  which  could  deal  with  small  business.  There  is  a great  need 
for  such  a bank  in  those  countries. 

Mr.  Stambaugh.  I may  have  misunderstood  you,  or  maybe  I de- 
ceived you. 

Senator  Ellender.  You  would  not  do  that,  I am  sure. 

Mr.  Stambaugh.  Not  if  I could  help  it.  When  I said  the  majority 
of  our  loans  in  Latin  America  were  to  Latin  Americans  or  to  their 
governments  and  so  forth,  practically  every  nickel  that  we  loan  is  for 
the  purpose  of  financing  exports  from  the  United  States. 

Now,  they  might  very  easily  say  they  only  operate  for  the  benefit 
of  U.S.  industry  on  that  account. 

Senator  Ellender.  That  is  the  impression  you  get  out  there.  That 
is  why  in  my  report  I made  the  suggestion  that  we  have  a bank  espe- 
cially operated  for  the  benefit  of  the  people  of  South  America,  because 
I know  it  would  be  of  great  help  to  them. 

Mr.  Stambaugh.  There  are  two  sides  to  the  coin.  There  is  another 
side  to  the  cain  and  that  is  that  practically  everything  we  do  helps 
to  develop  the  economy  of  the  importing  country  and  we  consider 
that  is  the  best  way  that  we  can  maintain  our  markets  and  expand 
our  markets  abroad,  to  improve  their  economy  so  that  they  will  be 
more  permanent  customers. 

Chairman  Hayden.  Are  there  any  further  questions  ? 

If  not,  we  thank  you.  Mr.  Stambaugh. 
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Department  of  Labor 

UNEMPLOYMENT  COMPENSATION  FOR  VETERANS  AND  GOVERNMENT 

EMPLOYEES 

Chairman  Hayden.  I have  received  a letter  from  Mr.  Stans,  the 
Director  of  the  Bureau  of  the  Budget,  enclosing  a copy  of  a letter  to 
the  House  Appropriations  Committee,  in  which  he  points  out  that  the 
balance  of  the  appropriation  to  pay  unemployment  compensation  to 
veterans  and  Federal  employees  after  April  15  will  be  exhausted  in 
most  of  the  States. 

The  second  supplemental  appropriation  bill,  as  it  passed  the  House 
and  which  is  now  before  the  committee,  contains  S40  million  for  this 
account.  However,  the  Senate  cannot  complete  action  on  this  bill 
before  April  15.  Accordingly,  the  Bureau  of  the  Budget  has  pro- 
posed to  the  House  an  emergency  measure  to  provide  the  necessary 
funds  immediately. 

I understand  the  House  will  pass  and  send  to  the  Senate  in  a day 
or  two  a special  resolution  to  take  care  of  the  situation.  We  then  can 
make  the  necessary  adjustment  in  the  appropriation  in  the  second  sup- 
plemental appropriation  bill. 

My  purpose  in  bringing  this  matter  up  now  is  to  secure  permission 
from  the  committee  to  take  the  resolution  up  on  the  Senate  floor  and 
pass  it  as  soon  as  it  arrives  from  the  House. 

Senator  Magnuson.  I so  move. 

Senator  Young.  I second  the  motion. 

Chairman  Hayden.  All  right,  without  objection,  I will  do  that. 

Senator  Magnuson. 

(The  letters  referred  to  follow :) 

Executive  Office  of  the  President, 

Bureau  of  the  Budget, 
Washington,  D.C.,  April  10,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

D.S.  Senate,  Washington,  D.C. 

My  Dear  Mr.  Chairman  : I am  enclosing  a copy  of  a letter  to  the  chairman 
of  the  House  Appropriations  Committee,  recommending  urgent  action  to  provide 
funds  so  that  the  payment  of  unemployment  compensation  benefits  to  veterans 
and  Federal  employees  will  not  be  interrupted.  Mr.  Scott,  of  the  staff  of  your 
committee,  has  been  kept  advised  of  the  situation  and  of  the  course  of  action  being 
suggested  to  meet  it.  We  hope  that  action  can  be  completed  by  both  Houses 
so  that  funds  will  be  available  by  April  15,  if  possible. 

Sincerely  yours, 

Maurice  H.  Stans,  Director. 

Executive  Office  of  the  President, 

Bureau  of  the  Budget, 
Washington,  D.C.,  April  10,  1959. 

Hon.  Clarence  Cannon, 

Chairman,  Committee  on  Appropriations, 

House  of  Representatives, 

Washington,  D.C. 

My  Dear  Mr.  Chairman  : The  second  supplemental  appropriation  bill  now 
before  the  Senate  contains  a 1959  supplemental  appropriation  of  $40  million  for 
the  Department  of  Labor  to  pay  unemployment  compensation  to  veterans  and 
Federal  employees.  This  supplemental  is  occasioned  by  the  enactment  of  Pub- 
lic Law  85-848,  August  28,  1958,  which  granted  unemployment  compensation 
for  exservicemen  similar  to  that  for  former  Federal  employees.  When  the  sup- 
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plemental  request,  for  this  purpose  was  transmitted,  the  brief  experience  with 
actual  payments  under  the  new  law  indicated  that  presently  available  funds 
would  meet  requirements  until  additional  funds  could  be  provided  in  the  regular 
course  of  congressional  action  on  a supplemental  bill.  However,  the  level  of 
payments  continued  to  increase  and  just  before  the  Easter  recess  of  Congress, 
when  the  House  was  prepared  to  act  on  the  second  supplemental  bill,  it  became 
apparent  that  available  funds  might  be  exhausted  before  Congress  could  com- 
plete action  on  the  supplemental  in  its  regular  schedule.  Staff  of  your  com- 
mittee was  advised  of  this  situation  informally  and  I advised  the  Under  Secre- 
tary of  Labor  that  we  would  make  a check  on  the  situation  as  soon  as  actual 
March  figures  were  available  and  take  whatever  action  seemed  to  be  appropriate. 

On  the  basis  of  payments  reported  as  of  March  31,  it  is  estimated  that  pres- 
ently available  funds  will  be  exhausted  on  April  15  in  most  States.  March 
benefit  payments  amounted  to  $16,886,367,  leaving  a balance  available  for  April 
payments  of  $11,382,076.  April  requirements  are  estimated  at  $17  million, 
about  the  same  as  those  for  March.  While  on  a straight  mathematical  basis 
funds  would  run  somewhat  past  April  15,  the  need  for  dispersal  of  available 
funds  to  the  payments  points  in  all  the  States  means  that  restriction  on  pay- 
ment of  funds  will  probably  be  necessary  in  most  States  around  April  15. 

Since  I understand  that  the  Senate  will  not  complete  action  on  the  supple- 
mental bill  until  after  April  15,  and  that  that  body  is  not  in  a position  to  origi- 
nate the  necessary  action  to  make  funds  available  on  an  urgent  basis,  I am 
writing  you  to  recommend  that  your  committee  take  action  so  that  payments 
of  these  benefits  will  not  be  interrupted.  A copy  of  this  letter  is  being  sent  to 
the  chairman  of  the  Senate  Committee  on  Appropriations. 

Sincerely  yours, 

Maurice  H.  Stans, 

Director. 
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Office  of  Civil  and  Defense  Mobilization 

FEDERAL  CONTRIBUTIONS 

STATEMENT  OF  HON.  LEO  A.  HOEGH,  DIRECTOR,  ACCOMPANIED  BY 

LEWIS  E.  BERRY,  JR.,  ASSISTANT  DIRECTOR  FOR  PLANS  AND 

OPERATIONS;  WILLIAM  S.  HEFFELFINGER,  DIRECTOR  OF  AD- 
MINISTRATION; HUBERT  R.  GALLAGHER,  DIRECTOR  FOR  SPE- 
CIAL LIAISON;  AND  EDWARD  S.  JOHNSON,  DIRECTOR,  BUDGET 

DIVISION 

TRANSFER  OF  FUNDS 

Senator  Magnuson.  Under  the  Executive  Office  of  the  President, 
we  have  a supplemental  estimate  for  the  Office  of  Civil  and  Defense 
Mobilization  to  transfer  $3  million  to  “Federal  contributions,”  in 
order  to  start  a new  program  to  provide  contributions  to  States  and 
political  subdivisions  for  civil  defense  personnel  and  administrative 
costs,  as  authorized  last  year. 

The  House  denied  the  proposed  transfer  and  stated  in  their  report : 

Federal  help  has  been  given  for  education,  training,  equipment,  and  other 
technical  assistance.  If  the  Federal  Government  were  to  start  this  program 
and  provide  Federal  contributions  for  administration  and  jobs  at  various  city 
halls  it  would  create  an  independent  bureaucracy  that  would  be  divorced  from 
responsibility  to  either  Federal  or  local  governments  which  would  prove  to  be 
wasteful  and  this  organization  would  continually  pressure  Congress. 

Governor  Hoegh  is  here  in  support  of  restoration  of  the  transfer,  in 
the  reduced  amount  of  $2  million. 

We  will  place  in  the  record  at  this  time  your  letter  to  the  committee, 
the  supplemental  estimate  and  your  justification.  You  may  proceed 
with  your  statement,  Governor. 

Mr.  Hoegh.  Thank  you. 

(The  material  referred  to  follows :) 

Executive  Office  of  the  President, 

Office  of  Civil  and  Defense  Mobilization, 

Washington,  D.C.,  April  3, 1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  o'n  Appropriations, 

U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman  : Reference  is  made  to  my  letter  of  February  13,  1959, 
transmitting  justifications  in  support  of  fiscal  year  1959  supplemental  estimate 
of  $3  minion  for  the  Office  of  Civil  and  Defense  Mobilization,  “Federal  contribu- 
tions” appropriation,  to  be  derived  by  transfer  from  the  fiscal  year  1959  appropria- 
tion for  “Emergency  supplies  and  equipment.”  This  estimate  was  submitted  to 
implement  authority  provided  by  Public  Law  85-606  for  making  Federal  financial 
contributions  to  the  States,  on  a matching  fund  basis,  for  State  and  local  civil 
defense  personnel  and  administrative  expenses. 

The  above  request  was  denied  by  the  House  on  March  24,  1959,  during  their 
consideration  of  the  second  supplemental  appropriation  bill,  1959,  H.R.  5916. 

I consider  the  Federal  matching  program  proposed  by  this  estimate  vital  to  the 
public  interest  and  I urge  that  the  Senate  restore  $2  million*  of  the  $3  million 
requested.  Our  budget  estimate  originally  proposed  that  this  program  be  imple- 
mented on  April  1,  1959.  However,  due  to  passage  of  time,  this  target  date  is 
no  longer  realistic  and  has  been  amended  to  May  1, 1959.  As  a result,  the  request 
of  $3  million  may  be  reduced  to  $2  million. 

In  the  summer  of  1958  Congress  enacted  Public  Law  85-606  making  civil  de- 
fense the  joint  responsibility  of  the  Federal,  State,  and  local  governments.  This 
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legislation  was  the  result  of  extensive  hearings  conducted  to  establish  the  rela- 
tionship of  civil  defense  to  military  defense.  It  represents  a compromise  between 
those  fooling  that  civil  defense  is  the  sole  responsibility  of  the  Federal  Govern- 
ment and  those  feeling  that  civil  defense  is  primarily  a State  and  local  responsi- 
bility. 

An  effective  civil  defense  rerjuires  the  full  participation  of  each  level  of 
government  with  each  assuming  their  full  share  of  responsibility.  The  law,  as 
enacted,  made  the  congressional  policy  clear.  The  act  states:  “It  is  further 
declared  to  he  the  policy  and  intent  of  the  Congress  that  the  responsibility  for 
civil  defense  shall  be  vested  jointly  in  the  Federal  Government  and  the  several 
States  and  their  political  subdivisions.  The  Federal  Government  shall  provide 
the  necessary  direction,  coordination,  and  guidance;  shall  be  responsible  for 
the  operation  of  the  Federal  Civil  Defense  Administration  as  set  forth  in  this 
Act:  and  shall  provide  necessary  assistance  as  herein  authorized.”  Under  this 
law  Congress  authorized  $25  million  each  year  for  matching  funds  of  State  and 
local  governments  for  personnel  and  administrative  civil  defense  expenses. 

This  policy  has  the  full  approval  of  the  Governors’  conference,  the  American 
Municipal  Association,  the  U.S.  Conference  of  Mayors,  and  the  National  Associa- 
tion of  County  Officials.  It  has  been  endorsed  by  many  other  national  organiza- 
tions and  by  a ma  jority  of  others  concerned  with  civil  defense. 

In  a Late  supplemental  last  year  the  Appropriations  Committee  of  the  Senate 
stated:  “The  committee  appreciates  that  additional  responsibilities  have  been 
.added  by  the  new7  legislation  for  the  sharing  of  personnel  and  administrative 
costs  of  civ'l  defense  functions  at  State  and  local  level,  but  the  committee  be- 
lieves that  appropriations  for  contributions  up  to  one-half  such  total  cost  should 
await  the  more  accurate  figures  to  be  presented  following  the  approval  of  State 
plans.”  A large  number  of  State  and  local  plans  have  now  been  completed. 
They  are  anxious  to  proceed. 

Thp  main  reason  which  the  present  House  committee  gave  for  the  denial  of 
the  $3  million  reouested  for  this  program  is  stated  as  follows : “If  the  Federal 
Government  were  to  start  this  program  and  provide  Federal  contributions  for 
administration  and  jobs  at  various  city  halls  it  would  create  an  independent 
bureaucracy  that  would  be  divorced  from  responsibility  to  either  Federal  or 
local  governments  which  would  prove  to  be  wasteful  and  this  organization 
would  continually  pressure  Congress.” 

I cannot  accent  this  statement  given  in  the  committee  report.  Federal  assist- 
ance to  the  State  and  local  governments  as  authorized  in  Public  Law  85-606 
would  assure  State  and  local  planning  in  accordance  with  the  national  p!an  for 
civil  defense  and  defense  mobilization.  It  would  also  assure  more  effective 
utilization  of  enuipment  and  personnel  to  accomplish  these  goals.  Tn  ovder  to 
do  tlrs  each  State  and  local  government  would  necessarily  establish  a chain  of 
command  to  insure  proper  direction  and  unified  decisions  under  emergency  con- 
ditions. State  and  local  civil  defense  personnel  would  be  directly  responsible 
to  other  State  and  local  officials.  The  fact  that  the  Federal  Government  shares 
in  the  cost  enables  the  Office  of  Civil  and  Defense  Mobilization  to  be  in  a posi- 
tion to  approve  their  administrative  and  operational  plans.  The  law  itself  pro- 
vides for  a merit  system  which  will  prevent  hiring  and  firing  through  political 
pressures. 

Public  Law  85-606  has  revived  the  hopes  of  the  States  and  local  governments 
to  attain  an  adonuate  staff  for  civil  defense.  Failure  of  the  Federal  Govern- 
ment to  financially  support  this  program,  at  a time  when  both  the  President  and 
the  Congress  have  acknowledged  their  responsibilities  therein,  will  greatly 
jeopardize  the  present  relationship  of  OCDM  with  the  State  and  local  govern- 
ments. 

In  view  of  the  above,  I appeal  the  decision  of  the  House  to  deny  the  $3  million 
supplemental  and  request  restoration  of  $2  million  bv  the  Senate.  Further 
progress  in  nonmilitary  defense  is  primarily  dependent  upon  participation  of  the 
States  and  tlmir  political  subdivisions.  Past  experience  has  proved  conclusively 
that  this  cannot  be  attained  without  some  form  of  financial  assistance. 

Sincerely, 


Leo  A.  Hoegh. 
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Supplemental  Estimate  in  House  Doc.  No.  58 

(P.  ID 

EXECUTIVE  OFFICE  OF  THE  PRESIDENT 
Office  of  Civil  and  Defense  Mobilization 

FEDERAL  CONTRIBUTIONS 

“For  an  additional  amount  for  ‘Federal  contributions’,  including  financial  con- 
tributions to  the  States  pursuant  to  section  205  of  the  Federal  Civil  Defense  Act 
of  1950,  as  amended,  to  be  equally  matched  with  State  funds,  $3,000,000,  to  be 
derived  by  transfer  from  the  appropriation  for  ‘Emergency  supplies  and  equip- 
ment’, fiscal  year  1959.” 

Public  Law  85-603,  approved  August  8,  1958,  authorized  a new  program  to 
provide  Federal  financial  contributions  to  States  and  political  subdivisions  for 
necessary  civil  defense  personnel  and  administrative  costs.  These  contributions 
would  be  made  following  the  approval  of  State  plans  for  civil  defense  which 
must  be  consistent  with  the  national  plan  for  civil  defense  and  may  not  exceed 
one-half  of  the  total  cost  of  the  State  and  local  expenses  for  these  purposes. 
This  proposed  transfer  is  to  provide  $3  million  to  initiate  this  program  in  the 
last  quarter  of  this  fiscal  year. 


Executive  Office  of  the  President, 

Office  of  Civil  and  Defense  Mobilization, 

Washington,  D.C.,  February  13,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman  : Transmitted  herewith  are  detailed  justifications  support- 
ing the  1959  supplemental  estimate  of  $3  million  for  the  Office  of  Civil  and  Defense 
Mobilization  transmitted  by  the  President  on  February  11,  1959.  This  estimate 
implements  authority  provided  by  Public  Law  85-606  for  making  financial  con- 
tributions to  the  States,  on  a matching  fund  basis,  for  State  and  local  civil  defense 
personnel  and  administrative  expenses  beginning  April  1,  1959.  These  contribu- 
tions would  be  made  only  following  the  approval  of  State  operational  civil  defense 
plans.  The  $3  million  requested  will  be  derived  by  transfer  from  the  fiscal  year 
1959  appropriation  for  “Emergency  supplies  and  equipment.” 

The  legislation  embodied  in  Public  Law  85-606  for  joint  Federal-State  partner- 
ship represents  a vital  element  toward  a balanced  civil  defense  program  capable 
of  achievement  in  the  years  ahead.  It  is  most  important  that  funds  be  provided 
in  fiscal  year  1959  to  implement  this  legislation  promptly  as  firm  evidence  of 
Federal  willingness  to  assume  leadership  in  this  joint  program. 

Sincerely, 

Leo  A.  Hoegh. 

EXECUTIVE  OFFICE  OF  THE  PRESIDENT— OFFICE  OF  CIVIL  AND 

DEFENSE  MOBILIZATION 

Supplemental  Estimates,  Fiscal  Year  1959 

FEDERAL  CONTRIBUTIONS 

“For  an  additional  amount  for  ‘Federal  contributions’,  including  financial  con- 
tributions to  the  States  pursuant  to  section  205  of  the  Federal  Civil  Defense  Act 
of  1950,  as  amended,  to  be  equally  matched  with  State  funds,  $3,000,000,  to  be 
derived  by  transfer  from  the  appropriation  for  ‘ Emergency  Supplies  and  Equip- 
ment’,  fiscal  year  1959  ” (Independent  Offices  Appropriation  Act,  1958.)  Appro- 
priated 1958,  $17,000,000;  supplemental  estimate,  1959,  $3,000,000. 


38932—59 


62 


976  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  195  9 


Program  and  financing 


Presently 
available 
fiscal  year 
1959 

Revised 
estimate 
fiscal  year 
1959 

Increase 

Program  by  activities: 

1.  Attack  warning 

$1. 135, 000 
7, 475, 000 

378. 000 

295. 000 

560. 000 
10, 000 

1,  010, 000 
3, 107, 097 

300. 000 

$1, 135, 000 
7, 475, 000 

378. 000 

295. 000 

560. 000 
10,  000 

1,  010. 000 
3, 107. 097 

300. 000 
3, 000, 000 

2.  Communications... . 

3.  Public  safety  devices . . 

4.  Medical  supplies  and  equipment  ....  

5.  Education  services 

6.  Mass  care  equipment  ...  . ...  ...  . 

7.  Engineering  "supplies  and  equipment..  ...  ..  . . 

8.  Construction  and  general  equipment.  

9.  Preservation  of  vital  records ...  

10.  Personnel  and  administrative  costs .....  . 

Total  obligations. . . . ... 

Financing:  Unobligated  balance  brought  forward  ...  ... 

Appropriation..  ..  

$3, 000, 000 

14,  270, 097 
-14, 270, 097 

17, 270, 097 
-14,  270, 097 

3, 000, 000 

'3, 000, 000 

3, 000, 000 

Object  classification 

Presently 
available 
fiscal  year 
1959 

Revised 
estimate 
fiscal  year 
1959 

Increase 

11.  Grants,  subsidies,  and  contributions 

$14,270, 097 

$17, 270, 097 

$3, 000, 000 

Personnel  and  administrative  costs,  $3  million 

Public  Law  85-606  provides  authority  for  making  Federal  contributions  of  not 
to  exceed  one-half  of  the  total  cost  of  necessary  and  essential  State  and  local 
civil  defense  personnel  and  administratives  expenses.  These  contributions  will 
be  made  on  the  basis  of  approved  plans  for  civil  defense  of  the  States  which  are 
consistent  with  the  national  plan  for  civil  and  defense  mobilization. 

As  was  pointed  out  in  the  House  report  on  H.R.  7576,  the  task  of  developing 
an  adequate  civil  defense  capability  at  State  and  local  levels  requires  a staff  of 
experienced,  trained,  full-time  specialists.  Through  this  program  the  Federal 
Government  will  provide  a stimulus  to  State  and  local  efforts.  In  this  way 
the  principles  of  joint  responsibility  enunciated  in  the  law  will  be  realized. 
This  supplemental  request  contains  funds  required  for  the  immediate  imple- 
mentation of  this  preparedness  program  and  covers  the  period  from  April  1.  1959, 
to  June  30,  1959.  This  represents  a very  realistic  implementation  date  inasmuch 
as  approved  initial  plans  from  all  States  participating  at  the  beginning  of  this 
program  are  scheduled  for  completion  on  or  before  February  28,  1959.  Progress 
to  date  coupled  with  the  unanimous  enthusiasm  of  the  participants  further  sup- 
ports this  implementation  date. 

Meetings  with  State  and  local  officials  were  conducted  in  order  to  determine 
the  most  acceptable  and  desirable  methods  for  implementation  of  this  legislation. 
Items  discussed  during  these  meetings  included,  (1)  functional  areas  represented, 
(2)  minimum  staffing  required  to  carry  out  responsibilities,  (3)  number  of  civil 
defense  employees  now  available  at  the  various  levels  of  Government,  and  (4) 
availability  of  State  and  local  funds  to  support  this  program.  A list  of  func- 
tions inherent  in  a national  program  was  prepared  and  discussed.  It  was 
further  agreed  that  the  emphasis  to  be  given  individual  functions  would  have 
to  vary  depending  on  such  factors  as : terrain,  climate,  geographic  location,  etc. 

In  December  1958,  OCDM  sent  teams  into  New  Jersey,  Ohio,  Georgia,  Michigan, 
Louisiana,  Kansas,  California,  and  Oregon  to  develop  State  plans  as  required 
by  law  in  order  to  qualify  for  financial  contributions.  Both  regional  and  na- 
tional OCDM  personnel  worked  with  the  State  offices  on  these  pilot  projects.  In 
addition,  the  former  executive  director,  Council  of  State  Governments,  now  a 
consultant  to  OCDM  on  Federal-State  relations,  and  officials  of  the  Denartment 
of  Health,  Education,  and  Welfare,  Division  of  State  Merit  Systems  participated. 
These  studies  provided  OCDM  personnel  with  valuable  experience  and  are  now 
being  used  as  models  by  the  regions  as  they  assist  the  rest  of  the  States  in 
developing  their  plans. 

In  arriving  at  a formula  to  allocate  a Federal  appropriation  among  the  States 
and  Territories,  consideration  was  given  to  the  factors  enumerated  in  Public 
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Law  S5-606 — (1)  the  criticality  of  the  target  and  support  areas  with  respect 
to  development  of  the  total  civil  defense  readiness  of  the  Nation,  (2)  the  relative 
state  of  development  of  civil  defense  readiness  of  the  State,  and  (3)  population, 
A minimum  of  $25,000  (per  year)  will  be  made  available  to  each  State,  Terri- 
tory, or  possession,  and  the  District  of  Columbia  for  planning  purposes. 

Funds  required  to  implement  this  program  on  April  1,  1959,  are  identified  by 
individual  States  in  the  table  below.  The  average  quarterly  costs  during  1957 
represents  actual  expenditure  data  gathered  for  OCDM  by  the  Bureau  of  Census 
and  does  not  include  personnel  and  administrative  costs  incurred  by  municipali- 
ties under  25,000  or  counties  under  250,000  population.  Estimated  costs  for  the 
last  quarter  fiscal  year  1959  under  the  Federal  assistance  program  are  based 
on  information  obtained  during  the  December  OCDM  team  visits  to  the  eight 
pilot  project  States  plus  reports  and  analyses  furnished  by  the  regional  offices 
as  a result  of  State  plans  reviewed.  - These  have  indicated  a most  encouraging 
enthusiasm  for  and  acceptance  of  this  program  at  the  State  and  local  levels. 


State  'personnel  and  administrative  costs  for  civil  defense,  4th  quarter,  fiscal  year  1959 


State 


Alabama 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine...  i 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska. 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

bJorth  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee. 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Alaska 

Hawaii 

Puerto  Rico 

Total 


Average  quarterly 
costs  during  1957 

Estimated  costs  for 
last  quarter  fiscal 
year  1959  with 
Federal  assistance 

Person- 

nel 

increase 

Number 
of  per- 
sonnel 

State 
P.  & A. 
expenses 

Number 
of  per- 
sonnel 

Total 
P.  A A. 
expenses 

17 

$28,  500 

29 

$48,  450 

12 

11 

19,  000 

19 

32.  300 

8 

13 

20,  500 

22 

34,  850 

9 

458 

809,  500 

641 

1,  133,  300 

183 

22 

34, 000 

37 

57,  800 

15 

61 

124,  750 

104 

212.  080 

43 

9 

14.  000 

15 

23,  800 

6 

13 

19.  500 

22 

33,  150 

9 

22 

53.  000 

44 

106.  000 

22 

34 

71,500 

68 

143,  000 

34 

2 

2.500 

4 

5.  000 

2 

33 

70.  500 

66 

141,  000 

33 

26 

45.  000 

36 

63,  000 

10 

7 

11,  250 

12 

19,  130 

5 

H 

21.  250 

22 

42  500 

11 

7 

11.000 

14 

22.  000 

7 

37 

65.  500 

63 

111,350 

26 

18 

25.  250 

31 

42  930 

13 

45 

98.  500 

63 

137,  900 

18 

160 

208,  000 

272 

353,  600 

112 

125 

194,  000 

206 

319,  800 

81 

34 

58,  250 

48 

81,  550 

14 

5 

8,  750 

9 

14,  880 

4 

51 

89,  750 

87 

152,  580 

36 

3 

5,  750 

6 

11,  500 

3 

9 

15,  000 

15 

25,  500 

6 

3 

4,  750 

6 

9,  500 

3 

5 

9,  500 

10 

19,  000 

5 

73 

172,  250 

124 

292, 830 

51 

3 

4,  000 

6 

8, 000 

3 

586 

1,  064,  750 

820 

1,  490,  650 

234 

20 

35,  250 

34 

59,  930 

14 

3 

3.  750 

6 

7,  500 

3 

90 

138,  500 

153 

235,450 

63 

18 

22,  250 

31 

37,  830 

13 

31 

58,  500 

53 

99,  450 

22 

99 

189,  000 

168 

321,300 

69 

13 

17,  750 

18 

24,  850 

5 

5 

6,  250 

10 

12,  500 

5 

3 

3,  000 

6 

6, 000 

3 

27 

42,  500 

46 

72, 250 

19 

47 

84,  500 

80 

143.  650 

33 

9 

11,  750 

15 

19,  980 

6 

4 

7, 250 

8 

14.  500 

4 

16 

25,  500 

27 

43,  350 

11 

39 

54,  000 

66 

91,800 

27 

6 

7, 000 

10 

11,900 

4 

44 

101,  750 

75 

172,  980 

31 

3 

5,  750 

6 

11,  500 

3 

3 

3.  750 

6 

7,  500 

3 

11 

16.  000 

19 

27, 200 

8 

107 

34,  750 

182 

59,  080 

75 

2,  501 

4, 248,  500 

3,  940 

6,  669, 430 

1,439 

Amount  of 
Federal 
contri- 
butions 


$24,  225 
16, 150 
17.  425 
465.  650 

28,  900 
87,  330 

11,  900 
16,575 
63.  000 
71,  500 

2,  500 
70,  500 
31,  500 

9,  565 
21.  250 
11,000 
55.  675 
21,  465 
68.  950 
176,  800 

159.  900 
40,  775 

7,  440 
76, 2°0 

5,  750 

12,  750 

4,  750 
9,  500 

120,  580 
4, 000 
5~4,  530 

29,  965 

3,  750 
117,  725 

18,  915 
42,  250 

160,  650 

12,  425 

6,  250 
3,  000 

36, 125 
71,  825 
9,  990 

7,  250 
21,  675 
45,  000 

5,  950 
76,  490 

5,  750 
3,  750 

13,  600 
29,  540 


3, 000,  000 
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The  above  increases  to  State  and  local  civil  defense  staffing  represents  the 
nucleus  required  to  establish  and  direct  those  functions  necessary  for  the  non- 
military  defense  of  the  Nation.  Qualified  personnel  are  presently  available  from 
the  State  survival  planning  groups,  and  it  is  anticipated  that  full  utilization  will 
be  made  of  their  talents  and  experience  in  the  initial  expansion  of  State  and 
local  civil  defense  staffs.  Other  qualified  personnel  have  been  available  to  the 
States  and  local  subdivisions,  but  their  services  have  necessarily  been  on  a part- 
time  gratuitous  basis  due  to  lack  of  funds.  No  particular  difficulties  are  there- 
fore foreseen  in  the  rapid  expansion  to  the  staffing  indicated  in  the  above  table. 

General  Statement 

Mr.  IIoegh.  Mr.  Chairman  and  members  of  the  committee,  this 
request  that  we  are  asking  for  was  denied  by  the  House  on  March  24 
as  the  Senator  from  Washington  stated. 

The  reason  the  request  was  made  was  to  enable  us  to  implement 
Public  Law  85-606  which  was  enacted  by  the  Congress  during  August 
1958. 

This  public  law  established  as  a principle,  for  the  first  time,  that 
civil  defense  was  the  joint  responsibility  of  the  Federal,  State,  and 
local  governments.  Prior  to  that  time  Public  Law  920  had  enunciated 
the  principle  that  the  State  and  local  governments  were  primarily 
responsible  for  civil  defense.  Public  Law  85-606  represents  in  my 
opinion  a compromise  between  those  who  advocate  that  civil  defense 
should  be  a national  effort  only  and  those  who  believe  it  should  be  a 
State  and  local  responsibility. 

I would  like  to  quote  from  the  law  which  the  Congress  enacted 
which  states  as  follows 

Senator  Magnuson.  Are  you  reading  from  your  statement  ? 

Mr.  Hoegh.  No,  I am  not. 

Senator  Magnuson.  You  want  this  put  in  the  record  in  full. 

Mr.  Hoegh.  Yes,  sir. 

(The  statement  referred  to  follows :) 

Statement  of  the  Director,  Office  of  Civil  and  Defense  Mobilization 

Mr.  Chairman  and  members  of  the  committee,  I appreciate  having  this  op- 
portunity to  discuss  the  supplemental  appropriation  for  the  Office  of  Civil  and 
Defense  Mobilization  for  fiscal  year  1959. 

The  administration  and  the  Congress  have  recently  taken  several  significant 
steps  forward  in  the  strengthening  of  the  Nation’s  nonmilitary  defense.  Per- 
haps the  most  significant  of  these  was  the  enactment  of  the  Durham  bill,  Public 
Law  85-606,  which  made  civil  defense  the  joint  responsibility  of  the  Federal, 
State,  and  local  governments.  This  legislation  gives  the  Federal  Government 
the  authority,  for  the  first  time,  to  assist  the  States  and  local  governments  with 
their  civil  defense  personnel  and  administrative  costs.  This  law  authorizes  $25 
million  each  year  for  this  purpose. 

Prior  to  its  passage,  the  responsibility  for  civil  defense  was  primarily  that  of  the 
States  and  ther  subdivisions,  with  the  Federal  Government  providing  coordina- 
tion and  guidance.  Federal  financial  assistance  was  not  available  to  help  them 
meet  the  costs  of  establishing  and  maintaining  sufficient  staff  to  carry  out  the 
essential  functions  so  necessary  in  establishing  an  adequate  civil  defense. 

I recall  that  when  I was  a member  of  the  Governor’s  Conference  Committee 
on  Civil  Defense  that  this  principle  was  under  discussion  several  times.  Some 
contended  that  it  should  be  the  primary  responsibility  of  the  Federal  Govern- 
ment and  that  civil  defense  should  be  federalized  and  nationalized.  Most  of  us 
held  that  civil  defense  should  be  the  joint  responsibility  of  Federal,  State,  and 
local  governments.  Last  year,  this  Congress  sustained  the  position  that  it 
should  be  the  joint  responsibility  of  Federal,  State,  and  local  governments — a 
partnership — and  it  was  so  adjudicated  when  you  enacted  Public  Law  85-606.  I 
might  add  that  not  only  the  Governors’  conference,  but  the  mayors’  conference, 
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the  American  Municipal  Association,  and  the  National  Association  of  County 
Officials  have  all  heartily  endorsed  this  legislation  and  the  appropriations 
authorized  therein. 

States  and  local  governments  are  now  awaiting  proof  that  the  Federal  assump- 
tion of  joint  responsibility  for  civil  defense  will  be  supported  by  appropriations. 

Federal  funds  appropriated  for  this  program  will  be  apportioned  to  the  States 
for  payment  of  their  civil  defense  costs  on  the  basis  of  several  factors,  such  as 
(1)  the  criticality  of  the  target  and  support  areas  within  each  State;  (2)  the 
relative  status  of  civil  defense  readiness  within  the  States;  and  (3)  the  popula- 
tion of  each  State.  To  assure  freedom  from  political  pressures,  the  law  provides 
that  personnel  standards  of  the  civil  defense  staffs  of  the  States  and  localities 
participating  in  this  program  must  be  maintained  on  a merit  system  basis. 

This  measure  will  assure  a competent,  full-time  staff  at  the  State  and  local 
level.  „ 

Passage  of  Public  Law  85-606  has  assured  the  States  and  their  political  sub- 
divisions that  the  Federal  Government  desires  to  obtain  a capable  nonmilitary 
defense  across  the  Nation.  It  offers  the  States  and  local  governments  the  neces- 
sary financial  assistance  to  implement  such  a program. 

I would  like  to  read  to  you  excerpts  from  some  letters  I have  received : 

General  Ralph  J.  Olson,  Wisconson  Civil  Defense  Director,  writes : “These 
funds  are  absolutely  necessary  to  carry  out  the  provisions  of  Public  Law  85-606 
to  provide  Federal  financial  assistance  to  States  and  their  political  subdivisions 
for  necessary  personnel  and  administrative  costs  in  civil  defense. 

“As  you  know,  the  States  and  their  political  subdivisions  were  very  disappointed 
when  the  last  Congress  failed  in  the  closing  days  of  their  session  to  provide  the 
necessary  funds  for  this  all-important  program,  and  therefore  as  president  of 
the  National  Association  of  State  and  Territorial  Civil  Defense  Directors,  I re- 
quest that  you  make  every  effort  to  accomplish  this  transfer  in  order  that  the 
States  and  cities  will  receive  this  assistance  in  the  last  quarter  of  this  fiscal  year.” 

Walter  P.  Halstead,  Minneapolis  civil  defense  director  and  president  of  the 
U.S.  Civil  Defense  Council  writes  : 

“During  the  past  few  weeks  I have  received  an  increasing  volume  of  mail 
from  the  members  of  the  U.S.  Civil  Defense  Council  concerning  the  current 
budget  requests  of  your  agency  to  Congress.  It  is  the  feeling  of  county  and  city 
civil  defense  directors  throughout  the  United  States  that  your  current  requests, 
with  particular  attention  to  the  portion  dealing  with  administrative  matching 
funds,  hold  the  key  to  the  future  development  of  civil  defense  in  our  country. 

“It  is  not  equitable  to  ask  the  local  government  to  carry  this  entire  burden, 
and  local  officials  are  now  questioning  the  necessity  for  the  program  based  on 
the  fact  that  the  administration  and  Congress  are  not  taking  a realstic  attitude 
toward  its  need.” 

******* 

“We  feel  that  it  is  your  immediate  responsibility,  as  Director  of  the  Office 
of  Civil  and  Defense  Mobilization,  to  present  to  Congress  our  desires  and  feelings 
in  regard  to  this  matter.  We  sincerely  hope  that  you  will  make  every  effort 
to  properly  convey  our  concern  to  the  committees  before  whom  you  will  appear.” 

Also,  T have  a letter  here  from  Col.  Hubert  Schon,  the  State  civil  defense 
director  for  Minnesota.  He  writes : 

“I  have  just  finished  meeting  with  Governor  Freeman  and  his  civil  defense 
advisory  council  which  was  called  today  into  emergency  session.  This  meeting 
was  attended  by  leaders  of  both  the  house  and  the  senate  of  the  State  of 
Minnesota. 

“One  of  the  major  concerns  that  our  council  considered  was  the  status  of 
funds  to  be  made  available  on  April  1,  1959,  to  our  State,  county,  and  local  civil 
defense  organizations  under  the  authority  of  Public  Law  85-606.” 

As  I wrote  Chairman  Hayden  a few  days  ago,  I strongly  feel  that  failure 
of  the  Federal  Government  to  financially  support  this  program,  at  a time  when 
both  the  President  and  the  Congress  have  acknowledged  their  resnonsibilities 
therein,  will  greatly  jeopardize  the  present  relationship  of  OCDM  with  the 
State  and  local  governments. 

The  original  supplemental  request  for  $3  million  was  for  funds  to  implement 
this  progrm  for  the  period  from  April  1 to  June  30,  1959.  We  have  now  changed 
the  implementation  date  from  April  1 to  May  1,  and  have  reduced  the  dollar 
requirement  to  $2  million.  We  are  not  requesting  new  funds  for  this  purpose, 
merely  the  transfer  of  existing  funds  from  the  emergency  supplies  and 
equipment  appropriation. 
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I can  say,  without  fear  of  contradiction,  that  a strong  and  effective  civil 
defense  is  a vital  part  of  the  total  national  security  of  this  country.  In  case 
of  a nuclear  war,  the  nation  which  can  sustain  itself  and  recover  is  the  nation 
that  will  win. 

The  very  life  blood  of  civil  defense  is  the  local  and  State  governments — 
backed  up  by  adequate  and  well-trained  staffs — and  the  coordinated  use  of  all 
government  resources,  facilities,  and  personnel — augmented  by  trained 
volunteers. 

It  is  most  important  that  the  transfer  and  use  of  this  $2  million  be  authorized 
now  in  order  that  this  program  can  be  strengthened. 

BASIC  LEGISLATION 

Mr.  Hoegh.  The  new  law  states : 

It  is  further  declared  to  be  the  policy  and  intent  of  Congress  that  the  responsi- 
bility for  civil  defense  shall  be  vested  jointly  in  the  Federal  Government  and 
the  several  States  and  their  political  subdivisions. 

The  Federal  Government  shall  provide  necessary  direction  for  the  Nation,  and 
shall  provide  necessary  assistance  as  herein  authorized. 

Now,  the  law  authorized  $25  million  each  year  to  be  appropriated 
by  the  Congress  in  order  to  implement  it.  This  $25  million  was  to 
be  used  for  matching  personnel  and  administrative  expenses  of  civil 
defense  functions  at  the  State  and  local  level. 

This  policy,  I would  like  to  point  out,  has  the  full  support  of  the 
Governors’  Conference,  American  Municipal  Association,  the  National 
Association  of  County  Officials,  the  Mayors’  Conference,  the  Kestn- 
baum  Commission,  AFL-CIO,  and  many  others. 

KESTNBAUM  COMMISSION  REPORT 

I would  like  to  quote  from  the  Kestnbaum  Commission  report : 

The  Commission  recommends  that  Congress  amend  the  Federal  Civil  Defense 
Act  to  liberalize  the  financial  participation  of  the  National  Government  in  critical 
State  and  target  areas  in  civil  defense  administrative  planning  and  training 
costs.  The  Commission  believes  that  civil  defense  grants-in-aid  to  be  necessary, 
unless  the  Congress  established  a direct  national  program  of  civil  defense  involv- 
ing the  assumption  by  the  National  Government  of  predominant  financial  respon- 
sibility for  this  function. 

Now,  last  August  we  appeared  before  your  committee.  At  that 
time,  we  had  requested  that  we  be  authorized  to  implement  Public 
Law  85-606. 

Senator  Magnuson.  For  the  purpose  of  the  record,  when  was  that 
passed  ? 

Mr.  Hoegh.  It  was  signed  by  the  President  on  August  8, 1958. 

Senator  Magnuson.  Last  year  ? 

Mr.  Hoegh.  Yes,  sir. 

COMMITTEE  REPORT 

In  your  report  you  make  the  following  statement,  and  I quote : 

The  committee  appreciates  that  additional  responsibilities  have  been  added 
by  the  new  legislation  for  the  sharing  of  personnel  and  administrative  costs  of 
civil  defense  functions  at  the  State  and  local  level,  but  the  committee  believes 
that  appropriations  for  contributions  up  to  one-half  such  total  cost  should  await 
the  more  accurate  figures  to  be  presented  following  the  approval  of  State  plans. 

I would  like  to  report  at  this  time  that  these  State  and  local  plans 
have  now  been  completed  and  the  States  and  the  local  governments 
are  most  anxious  that  this  program  be  carried  out. 

Senator  Magntjson.  The  history  of  that,  as  you  will  recall,  Gov- 
ernor, is  that  at  the  time  we  turned  down  the  request,  and  the  House 
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did,  too,  on  the  basis  that  the  States  had  not  come  in  with  a lot  of 
their  programs  and  your  division  so  reported. 

Then  on  the  floor  of  the  Senate  we  set  aside,  as  I recall,  a certain 
amount  conditioned  upon  the  time  when  the  States  would  come  in  with 
their  programs.  The  Senate  passed  that  and  that  was  not  approved  in 
conference,  they  left  it  just  as  it  was. 

Mr.  Hoegh.  Yes,  sir. 

STATE  COOPERATION 

Senator  Magnuson.  Now,  time  has  passed  and  let  me  ask  this  ques- 
tion : Have  the  States  come  in  now  with  their  programs  ? 

Mr.  Hoegh.  Yes,  sir;  all  of  them,  including  the  Territories  and 
possessions  of  the  United  States. 

Now,  these  funds,  if  granted,  are  to  be  apportioned  to  the  States  and 
the  local  governments  on  the  following  basis 

Senator  Magnuson.  We  have  no  more  territories? 

Mr.  Hoegh.  That  is  right,  sir. 

Senator  Magnuson.  We  do  have  the  Virgin  Islands. 

APPORTIONMENT  BASIS 

Mr.  Hoegh.  It  will  be  apportioned  on  the  following  basis:  Five- 
ninths  on  the  basis  of  the  criticality  of  the  area;  three-ninths  on  the 
basis  of  the  relative  status  of  civil  defense;  and  one-ninth  on  popu- 
lation, with  no  State  to  receive  less  than  $25  thousand  for  the  full  year. 

Now,  you  asked,  what  will  be  accomplished  by  implementing  this 
law  ? 

One : Let  me  assure  you  it  will  enable  the  State  and  local  planning, 
actions,  and  functions  to  be  in  conformance  with  the  national  plan. 

This  is  most  important  because  you  need  an  overall  coordinated 
and  directed  plan. 

Second,  then  it  will  enable  us  to  strengthen  civil  defense  where  it 
should  be  strengthened,  at  the  local  and  the  State  level,  because  if 
we  ever  had  a nuclear  attack  the  first  government  to  function,  act, 
and  direct  will  be  that  of  the  local  government. 

The  local  government  is  the  very  keystone  of  civil  defense.  It  is 
important  that  the  local  government  have  a civil  defense  director 
and  a staff  that  is  adequately  trained  and  capable  of  directing  and 
coordinating  this  effort  under  the  leadership  of  his  mayor  or  of  his 
county  commissioner. 

The  local  government  will  be  asked  to  do  several  important  things, 
such  as  disseminating  the  warning  and  making  the  decision  as  to 
whether  or  not  the  people  should  move  from  the  area  or  should  take 
shelter. 

That  decision  is  a local  one.  It  needs  good  staffing  so  that  it  can 
make  the  right  decision.  They  have  to  fight  fires,  detect  radiation, 
and  carry  on  many  of  the  functions  of  normal  government  during  the 
emergency. 

The  third  reason  for  implementing  that  law  by  Federal  financing 
is  that  it  assures  the  full  use  of  all  Government  personnel,  resources, 
and  facilities  at  the  State  and  local  level. 

There  are  over  5*  million  employed  in  the  local  and  State  govern- 
ments. By  this  method  of  financing  personnel  and  administrative 
expenses,  we  make  it  a requirement  that  the  State  and  local  govern- 
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ment  personnel,  facilities,  and  resources  throughout  the  governments 
be  available  for  emergency  action  should  there  ever  be  a nuclear 
attack. 

This  is  a good  way  to  conserve  finances  and,  most  important,  to 
marshal  the  coordinated  efforts  of  all  State  and  local  governments. 

The  fourth  reason  is  that  it  would  convince  conclusively  the  States, 
the  local  governments,  and  particularly  the  people  that  the  Federal 
Government  is  serious  about  civil  defense. 

I could  read  letters  here  from  many  of  the  civil  defense  directors, 
but  I will  not  take  that  time  at  this  moment,  but  I would  like  to  have 
permission  to  present  those  letters  for  your  consideration. 

Senator  Magnuson.  All  right,  we  will  put  those  letters  in  the  file 
for  reference.  We  have  several  letters  written  to  the  Senators  here 
which  we  will  place  in  the  record. 

(The  letters  referred  to  follow :) 

TJ.S.  Civil  Defense  Council, 

March  31, 1959. 

Hon.  Carl  Hayden, 

Chairman,  Aworovriations  Committee, 

U.8.  Senate,  Washington,  D.C. 

Dear  Senator:  It  is  my  understanding  that  very  shortly  your  committee  will 
hold  a hearing  on  a request  made  by  the  Office  of  Civil  and  Defense  Mobiliza- 
tion for  $3  million  transfer  of  funds  to  allow  this  agency  to  implement  the  in- 
tentions of  Public  Law  85-606.  This  specifically  has  to  do  with  matching  funds 
for  administrative  purposes  in  civil  defense. 

I ain  very  vitally  concerned  with  a favorable  action  on  the  part  of  your  com- 
mittee in  regard  to  these  funds.  Unfortunately,  the  House  committee  which  con- 
sidered this  legislation  reacted  unfavorably  to  the  principle  involved.  I feel, 
however,  that  this  was  the  result  of  some  misunderstanding  on  the  part  of  the 
committee  members  as  to  the  purposes  to  which  these  funds  were  to  be  used. 
I believe  that  all  the  Members  of  Congress  will  agree  that  a good  operational  civil 
defense  plan  is  a “must”  as  part  of  our  total  national  defense.  Also,  I believe 
they  realize,  as  I do,  that  to  date  we  have  had  no  effective  national  civil  defense 
organization.  In  isolated  instances,  because  of  good  leadership  and  the  dedica- 
tion of  public-spirited  citizens,  we  have  seen  civil  defense  work  efficiently  and 
effectively  to  minimize  the  results  of  natural  disasters.  Unfortunately,  these 
situations  are  the  exception  rather  than  the  rule.  It  has  been  my  belief  that 
by  providing  matching  funds  for  administration,  we  will  be  able  to  eliminate 
many  of  the  existing  evils  of  the  present  program.  Just  briefly,  I should  like 
to  enumerate  what  I feel  should  be  the  results  of  this  program  : 

(1)  It  will  provide  for  qualified  people  to  carry  out  the  very  important 
administrative  tasks  involved  in  civil  defense  planning.  At  this  point  there 
are  no  standards  or  qualifications  for  civil  defense  officials.  As  a result,  the 
appointments  have  been  made  without  rhyme  or  reason,  some  good  and  some 
bad.  The  instructions  now  set  forth  bv  the  OCDM  include  procedures  which 
will  result  in  only  qualified  individuals  being  eligible  for  the  matching  funds 
program. 

(2)  The  regulations  which  will  be  established  for  obtaining  financial  as- 
sistance make  it  mandatory  that  each  civil  defense  program,  both  State  and 
local,  indicate  exactly  what  their  plan  of  action  will  be  and  in  what  manner 
they  will  develop  this  plan.  In  other  words,  this  will  give  us  a standardiza- 
tion of  training,  public  education,  operations,  and  so  forth,  that  we  do  not 
now  have,  and  will  allow  Federal  and  State  authorities  to  direct  the  activi- 
ties of  the  local  civil  defense  programs  as  part  of  a total  civil  defense  sur- 
vival plan. 

('3)  The  assistance  provided  bv  these  funds  will  enable  local  civil  defense 
authorities  to  build  adequate  staffs.  In  the  majority  of  communities,  local 
authorities  have  been  willing  to  support  civil  defense  but  only  with  half 
measures.  Their  theory  has  been  that  if  the  Federal  Government  does  not 
fe<d  that  this  is  necessary,  why  should  they  assume  the  entire  responsibility? 
If  Congress  does  feel  that  it  is  necessary,  why,  then,  are  thev  not  willing  to 
assist  us  in  the  program?  I could  cite  to  you  numerous  communities  through- 
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out  the  United  States  which  I know  will  increase  their  civil  defense  capa- 
bilities by  much  more  than  double.  In  most  instances,  the  directors  have 
informed  me  that  if  the  Federal  Government  will  indicate  their  willingness 
to  support  the  program,  their  local  authorities  will  give  them  much  more 
cooperation  than  they  are  now  doing.  This  will  give  “muscles”  and  sub- 
stance to  what  is  now  a skeleton  program. 

As  president  of  the  IT.S.  Civil  Defense  Council,  I am  in  constant  contact  with 
the  county  and  city  civil  defense  directors  of  our  country.  I know  their  prob- 
lems and  needs,  probably  better  than  any  other  individual  in  civil  defense  in  our 
country.  The  adoption  of  this  principle  of  administrative  direction  and  help 
from  the  Federal  Government  to  the  State  government  to  the  local  government 


is  vital  to  the  proper  development  of  the  civil  defense  program  of  our  Nation. 
Without  this  direction  and  assistance.  I feel  quite  certain  that  local  participa- 
tion in  civil  defense  will  decline  appreciably  and  that  we  will  then  be  faced  with 
the  problem  of  trying  to  develop  a Federal  civil  defense  force.  Civil  defense,  to 
be  successful,  must  be  developed  as  a responsibility  on  each  level  of  government. 
Last  year,  with  the  reorganization  of  OCDM,  the  adoption  of  the  national  plan, 
and  the  passage  of  Public  Law  85-606,  we  turned  the  corner  on  civil  defense  in 
this  country.  Today  I believe  that  civil  defense,  and  what  could  well  be  the 
survival  of  our  democracy,  depends  very  much  upon  the  action  which  Congress 
shall  take  during  the  current  session  in  regard  to  the  civil  defense  program. 

I should  like  to  appeal  to  you  as  representative  of  the  individuals  who  have 
been  given  the  responsibility  of  carrying  out  the  civil  defense  actions  on  the  local 
level  to  assist  us  in  every  way  possible  in  obtaining  the  help  we  so  urgently  need. 

Sincerely  yours, 

Walter  P.  Halstead,  President. 


State  of  Marti. and, 

Civil  Defense  Agency, 
Pikesville,  April  G,  1959. 

Hon.  Carl  Haydf.n, 

Chairman,  Appropriations  Committee, 

ZJ.S.  Senate, 

Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Hayden  : In  view  of  the  vital  interest  which  the  State  civil 
defense  directors  have  in  the  appropriations  to  implement  the  provisions  of  Public 
Law  85-606  for  Federal  contributions  to  State  and  local  civil  defense  adminis- 
trative costs.  I,  as  chairman  of  the  legislative  committee  of  the  National  Asso- 
ciation of  State  and  Territorial  Civil  Defense  Directors,  respectfully  submit 
these  comments  on  H.R.  5916. 

(1)  While  the  question  of  a deficiency  appropriation  for  the  last  quarter  of 
this  fiscal  year  may  not  seem  to  important  at  the  Federal  level,  there  are  com- 
pelling reasons  for  it  at  our  levels. 

(a)  We  need  concrete  evidence,  after  so  many  years  of  promises  by  both 
the  executive  and  legislative  branches,  that  the  Congress  intends  to  carry 
out  the  program  before  we  can  get  real  local  support  for  sound  or  firm 
plans  to  be  ready  for  execution  in  the  next  fiscal  year. 

(&)  We  need  to  have  a general  idea  of  the  amount  expected,  because  our 
plans  necessarily  vary  with  the  amounts,  since  priorities  of  effort  are  very 
difficult  to  establish  in  civil  defense. 

(c)  For  about  3 years  the  Federal  Government  has  been  providing 
(through  the  medium  of  survival  projects)  very  valuable  staff  assistance 
to  the  State  and  local  governments.  That  planning,  organizational,  and 
educational  work  must  continue  unless  the  funds  already  expended  are  to 
be  largely  wasted.  Those  paper  plans  cannot  be  developed  into  true  opera- 
tional plans  with  the  present  limited  State  and  local  staffs,  and  it  would  be 
criminal  to  have  them  gather  dust  in  the  files  of  already  overburdened  volun- 
teer or  minimal  paid  staffs.  In  short,  we  need  to  add  a small  percentage  of 
the  most  qualified  persons  who  worked  on  those  projects  to  the  permanent 
civil  defense  staffs  at  the  State  and  some  local  levels.  It  would  seem  very 
uneconomical  to  lose  them  back  to  industry  or  other  agencies  during  the 
next  2 months  and  then  try  to  obtain  untrained  personnel  after  July  1. 
Many  of  these  individuals  like  civil  defense  work  to  the  extent  that  they  are 
willing  to  accept  lower  salaries,  but  we  cannot  continue  to  make  use  of  their 
talents  with  no  compensation  at  all. 
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(d)  Since  the  House  Report,  No.  238,  indicated  disapproval  of  the 
program  in  principle,  rather  than  merely  as  a deficiency  appropriation,  we 
need  the  assurance  that  the  Congress  does  really  intend  to  carry  out  the 
Durham  hill,  passed  last  August.  I am  sure  that  a brief  check  with  the 
House  leaders  will  convince  you  that  had  Mr.  Durham’s  amendment  to 
the  supplemental  appropriations  bill  not  been  subject  to  a point  of  order,  it 
would  have  been  accepted  by  the  House. 

(2)  The  appropriation  for  fiscal  year  1960  is  absolutely  vital  to  State  and  local 
civil  defense  efforts. 

(a)  After  the  years  of  “promises”  and  recommendations  of  such  Federal 
assistance,  a failure  of  appropriations  now  would  just  about  kill  off  the 
State  and  local  programs.  Every  member  of  our  State  legislatures  are  well 
aware  of  the  more  than  a few  Federal  dollars  that  go  into  programs  where 
the  Federal  responsibility  is  a lot  less  clear  than  “common  defense.”  They 
are  pretty  tired  of  hearing  from  the  civil  defense  officials  about  the  inten- 
tion of  the  Federal  Government  about  increased  assistance,  etc.,  and  all  the 
free  speeches,  resolutions,  and  enabling  acts  in  the  world  will  fail  to  encour- 
age them  to  continue  the  State  and  local  expenditures  without  something 
more  than  Federal  training  of  key  people,  stockpiles,  contributions  to  equip- 
ment not  needed  for  day  to  day  responsibilities,  technical  assistance,  etc. 

( b ) The  lack  of  uniformity  or  even  effective  coordination  throughout  the 
country  is  apparent  to  all.  We  can  never  accomplish  it  with  every  State 
and  political  subdivision  having  to  accept  the  full  responsibility  without 
the  continuity  of  effort  that  can  only  be  accomplished  by  administrative  and 
executive  staffs  of  quality  and  permanence. 

(c)  Mathematically  doubling  zero  may  still  remain  zero,  but  if  we  can 
obtain  one  paid  civil  defense  employee  where  now  there  are  none,  we  will 
actually  more  than  double  the  results. 

f d)  We  need  full-time  training  leaders  and  instructors.  While  existing 
agencies  can  give  some  minimum  of  training  it  cannot  go  much  beyond  in- 
doctrination and  orientation  when  we  are  faced  with  the  training  require- 
ments for  handling  the  problems  of  a war  caused  disaster.  Please  contem- 
plate briefly  a few  of  the  problems — rural  fire  companies  assist  in  combating 
the  holocaust  of  a citywide  fire ; country  doctors,  nurses,  and  health  authori- 
ties with  thousands  of  casualties  5,  10,  or  100  miles  away ; the  thousands  of 
Government  employees  and  citizen  volunteers  who  need  to  know  the  details 
of  radiological  monitoring,  decontamination,  etc. : the  city  departments  faced 
with  the  problem  of  moving  several  hundred  thousand  people  away  from 
an  area  of  most  probable  danger  or  into  some  reasonable  shelter  protection ; 
the  county  and  smaller  town  authorities  who  know  that  if  war  ever  does 
come,  thousands  of  casualties,  refugees,  or  evacuees  will  become  their  re- 
sponsibilitv  and  a menace  to  the  safety  of  the  local  citizens  for  whom  they 
are  basically  responsible. 

(e)  To  think  briefly  of  these  problems  makes  it  obvious  that  aggressive 
Federal  participation  by  way  of  financial  assistance  is  necessary.  It  is 
also  apparent  that  struggling  along  with  less  than  minimum  administrative 
staffs,  earnest  volunteers,  coordination  of  other  governmental  agencies,  vague 
talk  of  military  assistance,  nebulous  plans  about  industrywide  plans,  etc., 
will  result  in  little  tangible  progress. 

(f)  While  we  have  increased  in  some  degree  our  warnings  systems, 
communications  nets,  casualty  care  capability,  etc.  over  the  past  9 
years  and  the  ultimate  goal  can  never  be  completely  obtained,  those  are 
the  basic  things  which  we  must  continue  to  improve  to  the  best  of  this 
Nations’  ability.  To  indicate  that  the  Federal  Government  cannot  af- 
ford to  spend  up  to  $25  million  per  year  as  authorized  in  the  Durham  bill 
to  continue  the  progress  made,  is  to  relegate  all  civil  defense  effort  to 
a meaningless  or  hopeless  gesture.  If  that  is  what  the  Federal  Govern- 
ment wants,  it  should  have  the  courage  to  say  so  and  not  merely  provide 
polioy  guidance,  technical  assistance,  example,  etc.,  and  pass  the  real  burden 
to  the  State  and  local  governments. 

(3)  We  need  different  action  from  the  Senate  to  offset  the  implications  in 
House  Report  No.  238  concerning  the  deficiency  appropriation  in  particular 
but  the  administrative  contributions  program  in  general.  That  report  is  full 
of  several  erroneous  statements  or  implications  for  which  there  is  absolutely 
no  basis  in  the  record,  nor  to  our  knowledge.  It  is  not  a “new”  program.  The 
Federal  “help”  has  minimal  and  only  the  essentials  of  starting  such  a pro- 
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gram — totally  inadequate  to  keep  it  going.  I know  of  no  facts  to  substantiate 
the  implications  of  “jobs  at  city  halls”  or  “independent  bureaucracy.”  At  State 
and  local  levels  civil  defense  staffs  are  directly  accountable  to  the  Chief  Execu- 
tives, subject  to  policy  and  budgetary  limitations  of  legislative  bodies.  It  will 
be  just  as  hard  for  us  to  get  50  percent  of  expanded  cost  from  them  as  it  is 
now  to  get  100  percent  of  the  present  cost.  I challenge  any  Member  of  Con- 
gress to  find  a “wasteful”  expenditure  in  Maryland’s  past  7 years  during  which 
the  State  alone  has  spent  about  $1,750,000  without  counting  city,  county,  or 
Federal  expenditures.  The  “pressure”  which  civil  defense  can  exercise  is  so 
negligible  compared  to  that  available  to  the  military,  schools,  health,  parks, 
roads,  airports,  urban  renewal,  agriculture,  etc.,  as  to  be  meaningless.  In  my 
7 years  before  the  Maryland  Legislature,  no  organized  group  representing  any- 
body has  ever  appeared  on  behalf  of  the  civil  defense  budget.  I know  that  we 
civil  defense  officials  have  brought  our  problem  to  our  Senators  and  Representa- 
tives, but  when  our  request  stems  from  the  request  of  the  U.S.  Government  con- 
ference, conference  of  mayors,  association  of  county  officials,  etc.,  I do  not  feel 
we  can  be  accused  of  exerting  pressure.  The  pressure  is  on  us  from  civic 
associations,  industry  groups,  veterans  organizations,  news  media,  etc.,  to  do 
something  about  civil  defense.  If  a little  of  that  pressure  wears  off  on  the 
Congress,  I feel  we  are  only  helping  the  democratic  processes  of  government. 

Please  believe  me,  sir,  that  the  principle  of  the  deficiency  appropriation 
and  the  actual  appropriation  for  1960  can  well  determine  whether  or  not  any 
effective  civil  defense  effort  can  continue  in  the  United  States. 

As  a State  which  has  had  so-called  major  disasters,  but  which  has  not  requested 
a cent  of  disaster  relief  funds  during  the  9 years  that  I have  been  con- 
nected with  civil  defense,  I think  my  State  can  in  good  conscience  plead  for 
real  Federal  assistance  to  the  civil  defense  program.  I know  that  our  two 
Senators  will  strongly  support  the  principles  of  these  appropriations.  Our 
Governor  addressed  a letter  of  support  to  the  House  committee,  but  to  avoid 
bothering  his  staff  or  yours,  I will  not  suggest  that  a similar  letter  be  sent  to 
your  committee. 

On  behalf  of  my  colleagues  in  all  our  States  and  Territories,  I earnestly  request 
that  you  and  the  other  members  of  your  committee  give  the  budget  requests  for 
both  years  your  most  careful,  and  we  hope  favorable,  consideration. 

Respectfully  yours, 


Sherley  Ewing, 

Chairman,  Legislative  Committee,  NASTCDD. 


U.S.  Senate, 

Committee  on  Armed  Services, 

April  9, 1959. 

Hon.  Carl  Hayden, 

U.S.  Senate , Washington,  D.C. 


Dear  Senator  Hayden  : I have  seen  a copy  of  the  letter  sent  to  you  by  Mr. 
Sherley  Ewing  concerning  civil  defense  appropriations  and,  while  it  is  not  my 
intention  to  interfere  in  any  way  with  the  operations  of  your  committee,  I would 
like  to  emphasize  that  I,  personally,  shall  appreciate  the  careful  consideration  I 
know  his  views  will  receive. 

Mr.  Ewing  is  director  of  civil  defense  in  Maryland  and  is  chairman  of  the 
legislative  committee  of  the  National  Association  of  State  and  Territorial  Civil 
Defense  Directors.  He  is  highly  respected  as  an  authority  in  the  field  of  civil 
defense  and  has  been  of  great  aid  to  this  office. 

With  all  good  wishes,  I am, 

Sincerely  yours, 


J.  Glenn  Beau.. 


State  of  Michigan, 

Office  of  the  Governor, 

Lansing,  April  8, 1959. 

Hon.  Carl  Hayden, 

Chairman,  Appropriations  Committee, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Hayden  : It  is  our  understanding  that  very  shortly  your  com- 
mittee will  hold  a hearing  on  a request  by  the  Office  of  Civil  and  Defense  Admin- 
istration for  a $3  million  transfer  of  funds  for  implementation  of  Public  Law 
85-606.  This  law  provides  contributions  for  administrative  purposes  of  State  and 
local  civil  defense  organizations. 
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The  State  of  Michigan  is  among  those  States  which  qualify  for  receipt  of 
moneys  under  this  act.  Such  financial  assistance  will  do  much  to  assist  both  the 
State  and  local  civil  defense  organizations  here  in  Michigan  to  augment  presently 
limited  personnel. 

Your  support  of  this  budgetary  request  will  be  appreciated. 

With  every  good  wish. 

Sincerely, 


G.  Mennen  Williams, 

Governor. 


Michigan  Sheriffs  Association, 

Lansing,  Mich.,  April  2, 1959. 

Hon.  Carl  IIayden, 

Chairman,  Appropriations  Committee , 

U.8.  Senate,  Washington,  D.C. 


Dear  Senator  : We  respectfully  urge  favorable  consideration  by  your  commit- 
tee of  the  appropriation  of  $3  million  to  be  used  under  Public  Law  85-606  to 
match  local  funds  in  paying  the  salaries  of  civil  defense  officials  for  the  balance 
of  the  present  fiscal  year. 

This  'vould  directly  affect  the  offices  of  30  of  Michigan’s  83  sheriffs. 

Respectfully, 

Sheriff  John  W.  Miller,  President. 

Ferris  E.  Lucas,  Secretary-Treasurer, 


City  of  Portland,  Oreg.,  March  17, 1959. 

Hon.  Wayne  Morse, 

TJ.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Morse:  Congressional  action  in  passing  Public  Law  85-606  which 
made  the  Federal  Government  a coequal  partner  with  States  and  local  govern- 
ments and  Reorganization  Plan  No.  1 which  combined  the  Federal  Civil  Defense 
Administration  and  the  Office  of  Defense  Mobilization,  together  undoubtedly  have 
done  more  to  strengthen  the  organizational  structure  of  the  nonmilitary  defense 
program  of  this  country  than  any  other  two  things  since  the  inception  of  the 
civil  defense  program.  However,  effective  organizational  structure  is  meaning- 
less without  realistic  operational  capabilities.  This  is  being  developed  at  the 
Federal  level  and  to  a more  or  less  degree  at  State  and  local  levels  throughout 
the  country.  A tremendous  boost  to  increase  effectiveness  in  nonmilitary  defense 
planning  and  operational  capabilities  could  be  accomplished  if  Federal  funds 
are  made  available  to  assist  State  and  local  governments  in  personnel  and  ad- 
ministrative costs  of  civil  defense  operations.  Twelve  million  dollars  for  this 
purpose  appears  in  the  budget  request  of  the  Office  of  Civil  and  Defense  Mobiliza- 
tion now  being  considered  by  Congress.  This  budget  request  also  contains  pro- 
vision for  financial  assistance  to  local  governments  in  procuring  organizational 
equipment  and  funds  for  radiological  monitoring  instruments. 

The  civil  defense  organization  of  the  State  of  Oregon,  as  well  as  those  of  the 
other  political  subdivisions  within  the  State,  including  the  city  of  Portland, 
would  benefit  materially  from  favorable  action  by  Congress  in  approving  the 
OCDM  budget.  In  Portland,  we  feel  the  OCDM  budget  request  is  reasonable  and 
realistic,  and  I would  personally  like  to  request  your  support. 

Yours  sincerely, 

Terry  D.  Schrunk,  Mayor. 


Douglas  County  Civil  Defense, 

Rosehurg,  Oreg.,  March  10, 1959. 

Hon.  Wayne  Morse, 

U.S.  Senate, 

Washington,  D.C. 

Dear  Senator  : I have  just  returned  from  a very  important  meeting  of  the  Fed- 
eral Committee  on  Education  and  Public  Affairs  and  as  a result  of  the  information 
obtained  at  that  meeting  and  the  continuation  of  civil  defense  as  a vital  neces- 
sity I am  asking  you  to  do  what  you  can  in  passing  the  civil  defense  budget  when 
it  comes  before  Congress. 
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Plans  for  the  coming  year  are  of  such  importance  to  every  individual  that  it 
would  be  a catastrophe  if  the  money  was  not  forthcoming  to  carry  them  out. 

In  addition  to  that  and  if  I can  accept  the  fact  that  you  are  in  favor  of  civil 
defense,  I would  like  for  you  to  do  whatever  you  can  to  support  the  appropriation 
to  implement  Public  Law  606  which  was  passed  by  Congress  at  their  last  session. 

I hope  I have  not  assumed  too  much  in  thinking  that  you  are  a supporter  of 
civil  defense.  With  kindest  regards  I am, 

Yours  very  truly,  ^ 

Arthur  M.  Selbt,  Director. 


Polk  County  Civil  Defense, 

Dallas , Oreg.,  March  24, 1959. 

Senator  Wayne  Morse, 

Senate  Office  Building, 

Washington,  D.C. 

Dear  Senator  Morse  : I am  the  Civil  Defense  Director  of  Polk  County,  which, 
as  you  know,  is  a part  of  your  congressional  district.  I have  worked  as  director 
of  this  county  for  the  past  2 years  in  developing  a program  for  the  survival  of  its 
citizens  and  i5,000  people  to  be  evacuated  from  the  Portland  area  in  the  event  of  a 
war-caused  disaster.  As  a result  of  many,  many  hours  of  conscientious  labor 
given  by  volunteer  citizens,  we  have  developed  a mere  beginning  of  an  effective 


program. 

We  realize,  however,  that,  although  we  do  have  some  operational  capability, 
in  any  large-scale  disaster,  particularly  the  kind  that  would  occur  in  the  event 
of  enemy  attack  upon  our  country,  we  would  be  hard-pressed  to  be  very  effective. 
In  order  to  be  effective,  civil  defense  must  have  effective  direction  and  assistance 
from  the  Federal  Government.  In  the  past  this  has  been  one  of  the  weakest  points 
in  civil  defense.  Today,  however,  the  machinery  is  available  for  this  Federal 
leadership.  We  have  a national  plan  for  civil  defense,  and  a State  survival  plan. 
Polk  County  was  the  first  county  in  Oregon  to  have  a local  survival  plan  as  a part 
of  the  total  program. 

It  now  becomes  our  job  to  put  these  plans  into  effect.  Polk  County  cannot  do 
this  without  assistance  from  the  Federal  Government.  Public  Law  85-606.  passed 
by  Congress  during  its  last  session,  made  possible  this  necessary  assistance.  Now 
it  is  up  to  Congress  to  make  available  the  necessary  funds  to  implement  this  pro- 
gram. The  Office  of  Civil  and  Defense  Mobilization  has  asked  for  S12  million  in 
their  1960  budget  to  be  used  for  administrative  matching  funds  under  Public  Law 
85-606.  and  a supplemental  appropriation  of  83  million  to  put  the  program  into 
effect  during  the  last  quarter  of  this  fiscal  year. 

Let  me  assure  you,  as  a local  civil  defense  director,  that  we  need  this  assistance. 
Local  civil  defense  organizations  cannot  succeed  without  it.  If  we  are  to  build 
a proper  civil  defense  program  to  meet  the  needs  of  our  citizens,  this  assistance 
is  absolutely  vital.  I would  greatly  appreciate  it  if  you  would  give  this  matter 
your  personal  assistance  and  support. 

Sincerely  yours. 


Melvin  L.  Gilson,  Director. 


Yamhlll  County  Civil  Defense  Agency, 

McMinnville,  Oreg.,  March  8,  1959. 

Hon.  Wayne  Moese. 

U.S.  Senate,  Washington,  D.C. 

Deae  Senator  Morse  : I am  the  civil  defense  director  of  Yamhill  County, 
which,  as  you  know,  is  a part  of  your  congressional  district.  I should  like  to 
ask  your  assistance  in  a matter  that  I feel  is  of  vital  concern  to  the  citizens  of 
this  county  as  well  as  our  entire  country.  I have  worked  as  director  of  this 
community.  Yamhill  County,  for  the  past  several  years,  endeavoring  to  develop 
an  effective  program  of  survival  for  our  citizens  in  the  event  of  a natural  or 
enemy-caused  disaster.  As  a result  of  thousands  of  hours  of  conscientious 
effort  given  by  citizens,  both  volunteer  and  compensated,  we  have  developed 
what  I consider  at  least  a beginning  of  an  effective  program. 

Although  we  have  some  capabilities  for  operations  I realize,  perhaps  better 
than  anyone,  that  any  large  scale  disaster,  particularly  of  the  kind  contemplated 
by  enemy  attack  upon  our  country,  would  find  us  hardpressed  to  carry  out  any 
effective  measures.  Previously,  we  have  been  handicapped  by  a lack  of  proper 
direction  and  assistance  from  the  Federal  level.  Today  I*  feel  that  we  are 
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finally  headed  in  the  right  direction.  We  have  a national  plan  for  civil  defense 
and  a State  survival  plan.  I am  in  the  process  of  completing  our  local  plan 
as  a part  of  the  total  program.  My  community  cannot  do  this  without  assist- 
ance from  the  Federal  Government.  Public  Law  85-606,  passed  by  Congress 
during  its  last  session,  provided  for  the  possibility  of  this  necessary  assistance. 
Now  it  is  up  to  Congress  to  make  available  the  necessary  funds  to  implement 
the  program.  The  Office  of  Civil  and  Defense  Mobilization  has  asked  for  $12  mil- 
lion in  their  11)60  budget  to  be  used  for  administrative  matching  funds  under 
Public  Law  606,  and  a supplemental  appropriation  of  $3  million  to  put  the  pro- 
gram in  effect  during  the  last  quarter  of  this  fiscal  year. 

Let  me  assure  you,  as  your  local  civil  defense  director,  that  we  need  this  as- 
sistance, that  our  local  program  cannot  succeed  without  it,  and  that  the  money 
received  in  this  manner  shall  be  well  utilized  to  build  a proper  civil  defense 
program  for  our  citizens.  I would  greatly  appreciate  it  if  you  would  give  this 
matter  your  personal  assistance  and  support. 

Sincerely  yours, 

Bernie  R.  Nelson,  Birector. 


Wasco  County  Court, 

The  Dalles,  Oreg.  March  16,  1959. 


Hon.  Wayne  Morse, 

U.S.  Senate,  Washington,  D.C. 


Dear  Senator  Morse  : As  county  judge  of  Wasco  County  I should  like  to  ask 
your  assistance  in  a matter  that  I feel  is  of  vital  concern  to  our  county  as  well 
as  our  entire  country. 

Previously  we  have  been  handicapped  by  a lack  of  direction  and  assistance 
from  the  Federal  level.  Today  I feel  that  we  are  finally  headed  in  the  right 
direction.  Public  Law  85-606,  passed  by  Congress  during  its  last  session  pro- 
vided for  the  possibility  of  this  necessary  assistance.  Now  it  is  up  to  Congress 
to  make  available  the  necessary  funds  to  implement  the  program. 

Let  me  assure  you,  as  county  judge  of  this  county,  that  we  need  this  assistance, 
and  that  our  local  program  cannot  succeed  without  it.  I would  greatly  appre- 
ciate it  if  you  will  give  this  matter  your  personal  assistance  and  support. 

Sincerely  yours, 


James  A.  Hunt, 
Wasco  County  Judge. 


Lane  County  Civil  Defense, 

Eugene,  Oreg.,  March  18, 1959. 

Senator  Wayne  L.  Morse, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Morse  : I am  the  civil  defense  director  of  Lane  County  which, 
as  you  know,  is  a part  of  your  congressional  district.  I should  like  to  ask  your 
assistance  in  a matter  that  I feel  is  of  vital  concern  to  the  citizens  of  this  county 
as  well  as  our  entire  country.  I have  worked  as  director  for  Lane  County  for  the 
past  several  years,  endeavoring  to  develop  an  effective  program  for  our  citizens 
in  the  event  of  an  enemy-caused  disaster.  As  a result  of  thousands  of  hours 
of  conscientious  effort  given  by  citizens,  on  a volunteer  basis,  we  have  developed 
what  I consider  to  be  a reasonably  effective  program. 

Although  we  have  some  capabilities  for  operations  I realize,  perhaps  better 
than  anyone,  that  any  large-scale  disaster,  particularly  of  the  kind  contemplated 
by  enemy  attack  upon  our  country,  would  find  us  hard-pressed  to  carry  out  any 
effective  measures.  Previously,  we  have  been  handicapped  by  a lack  of  proper 
direction  and  assistance  from  the  Federal  level.  This  condition  is  being  changed, 
and  a national  plan  is  now  being  developed.  In  addition  we  have  an  Oregon 
operations  plan,  and  our  own  Lane  County  operations  plan.  Assistance  from  the 
Federal  Government,  however,  is  necessary  to  the  complete  development  of  these, 
since  State  and  local  governments  do  not  feel  able  to  finance  such  programs. 
Public  Law  85-606,  passed  by  Congress  during  its  last  session,  provided  for  the 
possibility  of  this  necessary  assistance.  Now  it  is  up  to  Congress  to  make 
available  the  necessary  funds  to  implement  the  program.  The  Office  of  Civil 
and  Defense  Mobilization  has  requested  $12  million  in  their  1960  budget  to  be 
used  for  administrative  matching  funds  under  Public  Law  606,  as  financial 
assistance  to  State  and  local  governments. 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959  989 


Let  me  assure  you,  as  your  local  civil  defense  director,  that  such  assistance 
will  be  most  welcome,  and  that  the  money  received  in  this  manner  shall  be  well 
utilized  to  build  a proper  civil  defense  program  for  our  citizens.  I would  greatly 
appreciate  it  if  you  would  give  this  matter  your  personal  assistance  and  support. 

Sincerely  yours, 

James  C.  Koepke,  Director. 


York  City  Civil  Defense, 

York,  Pa.,  April  1, 1959. 


Hon.  Joseph  S.  Clark, 

U.S.  Senator,  U.S.  Courthouse, 

Philadelphia,  Pa. 

Dear  Senator  Clark  : According  to  the  enclosed  copy  of  a letter  from  OCDM, 
Washington,  D.C.,  the  Federal  Civil  Defense  Administrator  has  been  denied  his 
first  request  of  $3  million  for  Civil  Defense  Administration  expenses.  I feel 
the  Administrator  has  not  been  given  a fair  chance  before  the  committee. 

If  we  are  to  have  a strong  civil  defense  program  in  the  United  States,  we 
should  be  backed  up  by  the  U.S.  Government.  It  is  very  hard  for  people  in 
small  communities  to  place  any  money  toward  civil  defense,  and  that  is  why 
the  Administrator  is  trying  so  hard  to  have  his  program  put  into  effect. 

I hope,  Senator  Clark,  that  you  will  examine  the  committee’s  report,  and,  if 
possible,  I would  like  to  have  a copy  so  that  I ean  show  the  people  in  the 
community  in  which  I live  what  happened  to  the  program. 

Thanking  you  in  advance,  I remain, 

Sincerely, 


Joseph  N.  Garrett, 
Director , York  City  Civil  Defense. 


[Copy  of  telegram  received  Mar.  20,  1959] 

Elliott  R.  Jackson, 

Secretary,  U.S.  Civil  Defense  Council, 

Atlanta  Civil  Defense  Office,  Atlanta,  Ga.: 

Three  million  dollar  transfer  denied.  Committee  print  carries  following  lan- 
guage: “The  committee  has  denied  the  proposed  transfer  of  $3  million  to  imple- 
ment a new  program  of  Federal  contributions  to  State  and  local  civil  defense 
organizations  for  administrative  expenses.  Federal  help  has  been  given  for 
education,  training,  equipment,  and  other  technical  assistance.  If  the  Federal 
Government  were  to  start  this  program  and  provide  Federal  contributions  for 
administration  and  jobs  at  various  city  halls  it  would  create  an  independent 
bureaucracy  that  would  be  divorced  from  responsibility  to  either  Federal  or  local 
governments  which  would  prove  to  be  wasteful  and  this  organization  would 
continually  pressure  Congress.” 

Hugh  Gallagher, 

Office  of  Civil  and  Defense  Mobilization,  Washington,  D.C. 


Berks  County  Civil  Defense  Council,  Inc., 

Reading,  Pa.,  March  9, 1959. 

Hon.  Joseph  S.  Clark,  Jr., 

Senate  Office  Building, 

Washington,  D.C. 


My  Dear  Senator  Clark  : On  behalf  of  the  Berks  County  Civil  Defense  Council, 
Inc.,  may  I please  ask  for  your  full  support  to  provide  adequate  funds  for  1960 
which  will  provide,  among  other  things,  $12  million  to  be  used  or  administration- 
matching funds  under  revision  of  Public  Law  85-606.  Also,  a supplemental 
appropriation  for  1959  for  $3  million  to  be  used  to  meet  the  cost  of  this  program  for 
the  last  quarter  of  the  fiscal  year,  April  1 to  July  1,  1959. 

Thanking  you  for  your  cooperation  in  this  matter,  I am, 

Yours  very  truly, 


Mrs.  Marguerite  V.  Osman, 

Executive  Director. 
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Arlington  County,  Va., 

Office  of  Civil  Defense, 
Arlington , Va.,  March  5, 1959. 

lion.  A.  Willis  Robertson, 

U.S.  Senate, 

Washington,  D.C. 


Dj.au  Mil  Robertson  : This  letter  is  in  reference  to  the  President’s  budget  re- 
quest for  the  Federal  Office  of  Civil  and  Defense  Mobilization  for  fiscal  year  1960, 
It  is  ii) so  in  reference  to  the  supplemental  request  of  $3  million  or  the  imple- 
ment it  ion  of  Public  Law  85-606  for  the  last  quarter  of  the  current  fiscal  year. 

Arlington  County  is  part  of  the  Washington  metropolitan  critical  target  area. 
As  a part  of  this  critical  target  area,  we  are  assigned  highly  important  missions 
and  l-esponsibilities  in  the  Commonwealth  of  Virginia  operational  survival  plan 
which  has  been  coordinated  with  the  plans  of  the  District  of  Columbia  and  the 
State  of  Maryland  by  the  Commonwealth  of  Virginia. 

Financial  assistance  is  necessary  to  assist  us  in  carrying  out  these  missions  and 
responsibilities.  Therefore,  we  recommend  that  favorable  consideration  be  given 
those  portions  of  the  proposed  budget  and  to  the  supplemental  request  which  will 
enable  such  assistance.  In  particular,  we  recommend  that  favorable  considera- 
tion be  given  that  portion  of  the  budget  and  the  supplemental  appropriation 
requested  to  carry  out  the  recently  enacted  legislation  for  sharing  the  cost  of 
personnel  and  administration. 

Any  action  that  you  can  take  concerning  these  recommendations  including 
forwarding  them  to  the  members  of  the  Appropriations  Committee,  will  be  greatly 
appreciated. 

Thank  you  for  your  kind  attention  to  this  request, 

Yours  truly, 


A.  T.  Lundberg, 

County  Manager  and  Director  of  Civil  Defense . 


importance  of  program  to  national  security 

Mr.  Hoegh.  I would  like  in  conclusion  to  state  this,  Senator,  and 
I can  say  without  fear  of  contradiction  that  a strong  and  effective 
civil  defense  is  a vital  part  of  the  total  national  security  of  this 
country. 

In  case  of  a nuclear  war,  the  nation  which  can  sustain  itself  and 
recover  is  the  nation  that  will  win.  I say  again  that  the  very  lifeblood 
of  civil  defense  is  the  local  and  State  governments  backed  up  by  ade- 
quate and  well-trained  staffs  and  the  coordinated  use  of  all  government 
resources,  facilities,  and  personnel,  augmented  by  trained  volunteers 
and  also  coordinated  and  directed  by  an  effective  national  civil  defense 
organization. 

Therefore,  we  say  that  it  is  most  important  that  the  transfer  and 
the  use  of  this  $2  million  be  authorized  now  in  order  that  this  program 
can  be  implemented  and  that  civil  defense  can  be  strengthened  and 
improved. 

Senator  Magnuson.  Governor,  tell  us  just  how  you  would  expect  to 
use  the  $3  million.  Is  it  for  the  hiring  of  personnel  by  the  Office  of 
Civil  Defense,  or  for  a grant  to  the  local  units  for  them  to  hire  people, 
or  how  does  it  operate  ? 

Mr.  Hoegh.  The  Federal  Government  would  match  funds  with 
the  State  and  the  local  governments  and  the  heads  of  the  local  gov- 
ernments like  the  mayor,  would  in  his  community  augment  his  staff 
and  obtain  qualified  personnel  for  this  purpose.  To  help  finance 
this  augmentation,  we  then  would  match  up  to  50  percent  of  the  per- 
sonnel and  administrative  expenses  of  the  civil  defense  staffs  and 
thereby  secure  qualified  staff  in  the  local  and  State  governments. 


SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  195  9 991 

We  do  not  pick  them. 

Senator  Magnuson.  You  do  not  pick  them  ? 

Mr.  Hoegh.  No,  sir. 

Senator  Magnuson.  It  may  be  a mayor ; it  may  be  a State,  or  it  may 
be  the  county  unit  ? 

Mr.  Hoegh.  Yes,  sir. 

Senator  Magnuson.  Or  whatever  the  subdivision  of  govermnent  is? 

Mr.  Hoegh.  Yes,  sir. 

Senator  Magnuson.  They  would  come  to  you  and  say,  “We  would 
like  to  hire  Mr.  A for  this  work  to  go  ahead  with  this  plan  that  we 
have  submitted  and  we  would  like  to  pay  him  X number  of  dollars 
per  year,  and  we  can  only  afford  50  percent  of  it,  and  then  that  appli- 
cation will  be  considered  by  you  to  pay  the  other  50  ? 

Mr.  Hoegh.  Except  to  this  extent : He  would  not  submit,  Senator, 
the  name  of  A to  us. 

Senator  Magnuson.  Well,  they  want  to  hire  a person,  let  us  say. 

Mr.  Hoegh.  Yes. 

Senator  Magnuson.  Of  certain  qualifications  ? 

Mr.  Hoegh.  Yes,  sir. 

Senator  Magnuson.  And  we  want  to  pay  him  so  much,  or  we  have 
to  pay  him  so  much  to  get  him,  in  some  cases  I suppose  that  would  be 
it,  but  we  have  only  X number  of  dollars  and  we  would  like  to  get 
50  percent  of  this  cost. 

Mr.  Hoegh.  That  is  right. 

Senator  Magnuson.  The  House  makes  a very  pertinent  point  which 
I am  sure  concerns  all  of  us,  when  they  talk  about  these  people  and  the 
pressure  that  there  will  be  upon  Congress  to  continue. 

HOUSE  COMMENT 

In  your  statement  you  say : “To  assure  freedom  from  political 
pressures,”  which  is  mentioned  in  the  House  report — 

the  law  provides  that  personnel  standards  of  civil  defense  staffs  in  the  States 
and  localities  participating  in  this  program  must  be  maintained  on  a merit 
system  basis. 

Mr.  Hoegh.  Yes,  sir. 

Senator  Magnuson.  How  many  of  these  places  have  a merit  system  ? 

Mr.  Hoegh.  All  of  the  States  have,  sir. 

Senator  Magnuson.  All  States  have  ? 

Mr.  Hoegh.  Yes,  sir. 

Senator  Magnuson.  For  civil  defense. 

Mr.  Hoegh.  No.  I meant  they  have  a merit  system  within  their 
State  that  would  be  applicable  to  civil  defense. 

Senator  Magnuson.  In  other  words,  if  there  is  a merit  system  in  the 
State  of  Washington,  before  you  made  a grant  you  would  make  the 
suggestion  to  the  State  that  the  person  they  hired  should  come  under 
that  system. 

Mr.  Hoegh.  Yes,  sir.  As  a matter  of  fact,  it  is  mandatory  by  the 
law. 

Senator  Magnuson.  Because  once  he  gets  in  there  he  is  in  forever; 
is  he  not  ? 

Mr.  Hoegh.  Provided  he  is  capable  and  qualified. 

Senator  Magnuson.  Ho  we  emu  sage  civil  defense  to  go  on  forever? 
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.Ur.  1 Ioegh.  As  long  as  you  have  military  defense,  I see  it  going  on 
forever.  It  is  most  necessary  that  we  be  able  to  protect  our  best  re- 
source and  that  is  people. 

Senator  Magnuson.  lie  might  be  a man  that  would  go  under  the 
merit  system  and  if  this  eased  off,  which  we  pray  it  might  some  day, 
he  would  fit  into  some  other  capacity  in  the  State? 

Mr.  I Ioegii.  Yes. 

REQUIREMENT  OF  MERIT  SYSTEM 

Senator  Magnuson.  But  you  are  going  to  insist  that  they  come  un- 
der the  merit  system ; whatever  the  merit  system  of  the  State  may  be  ? 

Mr.  IIoegh.  Yes,  sir. 

Senator  Magnuson.  What  if  a mayor  wants  to  hire  him? 

Mr.  IIoegh.  They  have  to  have  a merit  system  applicable  to  civil 
defense  in  that  community. 

Senator  Magnuson.  Some  cities  do  not  have  that  ? 

Mr.  Hoegh.  Well,  I think  that  in  every  instance  the  State  laws  are 
broad  enough  so  that  they  can  incorporate  it  in  the  community  and 
thus  fulfill  the  requirement.  They  will  have  to  incorporate  a merit 
system  in  the  commimity  before  we  would  be  able  to  match  for  per- 
sonnel expense. 

CRITERIA  FOR  GRANTS 

Senator  Magnuson.  Now,  you  have  a criteria  you  set  up  in  which 
you  say  the  grants  will  be  made  on  the  basis  of  population,  that  is  one 
criteria.  What  are  the  others  ? 

Mr.  Hoegh.  Criticality  of  areas. 

Senator  Magnuson.  Criticality  of  target  and  support  areas,  rela- 
tive status  of  civil  defense  readiness  within  the  States,  and,  three,  the 
population  of  the  State  ? 

Mr.  Hoegh.  That  is  right,  sir.  And  five-ninths  of  it  is  based  on 
the  criticality  of  the  area,  three-ninths  on  the  relative  status  of  civil 
defense,  and  one-ninth  on  population. 

Senator  Magnuson.  You  have  no  further  questions  ? 

Senator  Ellender.  I understood  you  to  say  a few  moments  ago  that 
the  50-percent  formula  is  to  be  applied  on  any  additional  facilities. 

YARDSTICK  FOR  STATE  CONTRIBUTIONS 

Have  you  a yardstick  established  now  as  to  what  the  State  must 
contribute  before  it  is  entitled  to  the  50  percent  ? 

Mr.  Hoegh.  Yes ; we  do. 

Senator  Ellender.  Do  you  have  a minimum  ? 

Mr.  Hoegh.  We  have  a minimum  standard  that  they  must  all  comply 
with. 

Senator  Ellender.  I see. 

Mr.  Hoegh.  Some  of  them  are  above  that  standard ; and  when  they 
are,  we  then  take  the  liberty  of  matching  those  that  may  be  above  the 
standard,  and  those  that  are  below  the  standard  we  help  them  to  get 
up  to  the  standard. 

Senator  Ellender.  Do  you  mean  to  say  that,  as  to  those  who  are 
above  the  standard,  the  Federal  Government  assumes  some  of  the  costs 
which  are  now  being  paid  by  the  State  ? 

Mr.  Hoegh.  Yes ; if  they  are  above  the  minimum,  sir,  but  have  not 
reached  what  we  felt  was  the  optimum,  then  we  say  we  will  participate 
and  help  those  communities. 
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I think,  for  instance,  New  Orleans  is  one  like  that.  It  has  a good 
standard. 

Senator  Ellender.  We  are  above  the  standard,  but  not  way  above? 

Mr.  Hoegh.  Not  way  above,  but  it  is  above  the  minimum  level. 

Senator  Magnuson.  Louisiana  has  37  employees;  $65,000  State  ex- 
penses. The  amount  of  Federal  contribution  is  estimated  at  $55,000, 
less  than  50  percent. 

Mr.  Hoegh.  It  would  be  revised  to  $37,000  in  that  we  are  only  ask- 
ing for  matching  funds  for  the  2 months  of  May  and  June,  sir. 

Senator  Ellender.  In  asking  this  question,  I did  not  have  Loui- 
siana in  mind,  but  I do  know  that  there  is  much  interest  in  this  pro- 
gram down  there. 

PROPORTION  OF  COSTS  BORNE  BY  STATES 

According  to  the  standards  that  you  have  established,  what  pro- 
portion of  this  cost  ultimately  will  be  borne  by  the  States  under  the 
present  law? 

Mr.  Hoegh.  Initially,  I would  say  the  Federal  Government  would 
assume  approximately  two-fifths  and  the  State  and  local  govern- 
ments about  three-fifths. 

Senator  Ellender.  Sixty-forty? 

Mr.  Hoegh.  Yes,  sir;  that  is  about  the  way  it  looks  now,  Senator 
Ellender. 

Senator  Ellender.  That  you  envision  under  the  law  as  it  now 
stands  on  the  statute  books  ? 

Mr.  Hoegh.  Of  course,  I am  authorized  to  go  to  50  percent  for  per- 
sonnel and  administrative  expense.  However,  I did  point  out  that 
many  of  them  are  carrying  on  quite  a good  civil  defense  program  with 
a good  staff. 

However,  they  do  need  to  additionally  augment  them  so  that  they 
would  be  truly  effective.  I would  say  that  from  scratch  it  looks  like 
the  Federal  Government  would  take  over  about  two-fifths  and  the 
local  about  three-fifths  of  the  cost.  That  is  an  estimate  at  the  begin- 
ning of  the  program. 

STOCKPILING  OF  CRITICAL  MATERIALS 

Senator  Ellender.  Whaat  is  your  present  formula  for  the  cost- 
bearing of  the  stockpiling  of  critical  materials  ? 

Mr.  Hoegh.  That  is,  of  course,  under  the  prevailing  law  and  was 
in  effect  prior  to  the  enactment  of  Public  Law  85-606.  In  those  in- 
stances we  contribute  50  percent  for  equipment  and  materials  and 
the  local  government  50  percent.  That  has  been  in  effect. 

Senator  Ellender.  Thank  you. 

Senator  Magnuson.  Some  cases  you  go  over  ? 

Mr.  Hoegh.  Yes,  sir. 

Senator  Magnuson.  But,  for  the  record,  the  average  total,  and  I 
understand  you  are  thinking  of  the  average,  the  first  quarter  of  the 
estimate  is  2,501  people  ? 

total  personnel 

..  The  State  expenses  amount  to  $4,248,000  and  the  total  number  of 
personnel,  including  Federal,  is  3,940,  total  expense  is  $6,600  plus,  and 
our  contribution  is  estimated  here  as  3,  but  that  will  be  cut  down  to  2 ; 
is  that  correct  ? 
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Mr.  IIoegh.  That  is  right. 

Senator  Magnuson.  So  they  will  be  cut  in  ratio  to  that? 

Mr.  Hoegh.  Yes,  sir. 

Senator  Young.  The  money  you  are  asking  for  now  is  only  for  2 
months? 

M r.  IIoegh.  F or  May  and  June,  sir. 

Senator  Young.  How  much  will  it  take  for  the  next  full  fiscal  year? 

Mr.  Hoegh.  I am  requesting  for  fiscal  year  1960,  the  sum  of  $12 
million  for  this  purpose. 

EFFECT  OF  NUCLEAR  ATTACK  ON  FOODSTUFFS 

Senator  Young.  I notice  you  are  making  plans  for  shelter  in  case 
of  a nuclear  attack,  for  medical  supplies  and  all  that.  In  the  case  of  a 
nuclear  attack  all  the  foodstuff  such  as  meat  and  vegetables  and  fruits 
will  be  destroyed,  would  it  not  ? 

Mr.  Hoegh.  All  of  it  would  ? 

Senator  Young.  Yes. 

Mr.  Hoegh.  No,  sir.  For  instance,  you  take  the  wheat  and  the  corn 
that  are  in  the  bins  throughout  the  country. 

Senator  Young.  That  is  what  I am  getting  at.  I said  fruit,  vege- 
tables, and  meat? 

Mr.  Hoegh.  Only  if  the  radioactive  particles  were  on  it  and  you  ate 
the  food  with  it.  For  instance,  let  us  take  an  apple.  If  the  particles 
were  on  it,  if  you  would  wipe  it  off  or  wash  it  off  and  peel  it,  it  is  edible. 

If  a steer  has  been  subjected  to  radioactive  fallout,  butcher  it,  it  is 
edible. 

So  I consider  all  of  these  bins — - — 

Senator  Magnuson.  How  does  butchering  it  get  it  out  of  the  steer? 

Mr.  Hoegh.  In  other  words,  while  it  has  been  subjected  to  radio- 
active fallout,  i.e.,  radiation,  that  does  not  destroy  its  edibility  at  that 
time.  Now,  you  probably  would  not  want  to  eat  it  a year  later,  but  if 
it  were  butchered  very  shortly  after  it  had  been  subjected  to  the  fallout, 
it  is  edible. 

Senator  Young.  And  com  and  wheat  would  be  good  ? 

Mr.  Hoegh.  Certainly  corn  is.  Divine  providence  sort  of  looked 
after  it.  It  wrapped  up  each  kernel.  If  you  clean  it  up,  grind  it,  it 
is  edible.  It  is  just  as  good  as  those  chocolate  bars  they  gave  us  when 
we  were  in  the  military. 

Senator  Young.  There  is  not  much  of  that  available  in  the  big 
consuming  areas  of  the  East,  though.  Why  would  there  not  be  a 
necessity  to  store  some  of  this  grain  there  ? 

Mr.  Hoegh.  As  a matter  of  fact,  Senator,  we  have  that  under 
study  at  this  time  and  actually  in  my  opinion  it  looks  like  we  may  have 
to  make  a little  better  distribution  of  our  food  supplies  to  have  them 
available  in  the  areas  where  you  have  a deficiency  of  food  materials 
and  take  them  away  from  those  areas  that  have  a surplus. 

For  instance,  the  wheat  and  the  corn,  they  are  of  good  substantial 
substance  for  people  to  eat  should  you  have  nothing  else. 

STORAGE  OF  GRAIN  IN  THE  EAST 

Senator  Young.  In  case  of  a nuclear  attack  on  New  York,  certainly 
Chicago  would  be  involved  also,  and  it  would  be  almpst  impossible 
to  get  any  shipments  from  the  great  grain-producing  areas  to  the 
east.  In  that  event  it  seems  to  me  it  would  be  wise  to  store  some  of 
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this  grain  in  the  East  where  people  could  eat  it  as  it  is  to  provide 
shelter  and  medicine. 

Mr.  Hoegh.  That  is  most  important. 

Senator  Young.  Maybe  these  people  will  not  condemn  the  surplus 
crops  we  have  quite  as  much  as  in  the  past. 

Mr.  Hoegh.  I don’t  consider  it  a surplus.  I consider  it  a strategic 
stockpile  of  essential  items  of  food. 

Senator  Ellender.  Tell  that  to  Secretary  Benson.  You  are  part 
of  the  administration.  Tell  the  President  and  Secretary  Benson. 

As  the  Senator  from  North  Dakota  knows,  they  give  us  the  works 
at  every  opportunity. 

Mr.  Hoegh.  I am  here  to  state  how  important  it  might  be  in  case 
of  a nuclear  attack  that  we  have  adequate  food. 


BUREAU  OF  THE  BUDGET  APPROVAL 

Senator  Magnuson.  While  we  are  on  the  administration,  I must, 
of  necessity,  ask  this  question  because  I have  been  reading  a lot  about 
people  around  here  with  money. 

Has  the  Bureau  of  the  Budget  approved  this  item  ? 

Mr.  Hoegh.  Yes,  sir;  the  President  and  Bureau  of  the  Budget 
have  approved  this  item.  This  is  the  most  vital  item  that  I have  ever 
brought  to  the  Congress  since  I took  over  the  position  19  months  ago. 

Senator  Magnuson.  Now  we  will  place  in  the  record  the  statement 
of  the  agency,  only  that  portion  of  the  breakdown  of  States. 

I think  probably  you  ought  to  revise  it  as  to  the  2 million. 

Mr.  Hoegh.  We  have  that,  sir.  You  just  take  off  one-third  on  that 
final  column. 

Senator  Magnuson.  Do  that  for  the  record  so  that  if  anyone  asks 
about  their  own  State  we  will  have  that. 

Mr.  IIoegh.  Yes,  sir. 

(The  material  referred  to  follows :) 


Estimated  amount  of  Federal  contributions 


Alabama 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 


$16, 150 

10,  765 

11,  615 
310,  435 

19,  265 
58,  220 
7,  935 
11,  050 
35,  335 
47,  665 
1,  665 
47,000 
21,  000 

6,  375 
14, 165 

7,  335 
37, 115 
14,  310 
45,  965 

117,  865 
106,  600 
27, 185 
4,  960 
50.  860 
3,  835 

8,  500 
3, 165 


New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina- 
North  Dakota— 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina- 
South  Dakota— 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia — 

Wisconsin 

Wyoming 

Alaska 

Hawaii 

Puerto  Rico— _ 

Total 


$6,  335 
80,  385 
2,  665 
383,  040 
19,  975 

2,  500 
78,  480 
12,  610 
28, 165 

107, 100 
8,  285 
4, 165 
2,  000 
24,  085 
47,  880 
6,  660 
4,835 
14,  450 
30,  000 

3,  965 
50,  990 

3,  835 
2,  500 
9,065 
19,  695 


2, 000,  000 
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CRITICISM  OF  WASTE  IN  CIVIL  DEFENSE 

Senator  Ellender.  I presume  you  are  familiar  with  the  violent 
criticism  of  the  Senator  from  Ohio,  Mr.  Young,  about  civil  defense 
being  a waste. 

Mr.  Hoegh.  I have  had  my  friends  tell  me  about  it;  yes,  sir. 

Senator  Ellender.  You  did  not  read  about  it  ? 

Mr.  Hoegh.  No,  sir. 

Senator  Ellender.  I would  presume  we  might  get  some  kind  of 
explosive  statement  from  him  if  and  when  this  item  goes  to  the  Senate. 

Mr.  Hoegh.  Mr.  Chairman,  I would  like  to  put  this  in  the  record. 

CHEMICAL  AND  BIOLOGICAL  DEFENSE 

Senator  Magnuson.  Good.  Give  us  some  ammunition  to  fight  it 
with. 

Mr.  Hoegh.  I want  to  be  sure  that  the  people  are  given  every  oppor- 
tunity to  be  protected  should  there  ever  be  a nuclear  attack. 

Not  that  I anticipate  it,  but  should  there  be  one,  it  means  that  the 
local  government  must  have  the  capability  of  directing  and  serving  its 
people  and  they  look  to  the  Federal  Government  for  guidance  and 
direction  and  for  financial  assistance  to  carry  on  this  most  vital 
program. 

Senator  Magnuson.  Governor,  you  probably  know  of  this,  you  may 
not  be  able  to  answer  it  in  full. 

We  talk  about  fallout  from  atomic  weapons.  I attended  a dinner 
recently  with  a group  of  scientists  from  a New  England  research  insti- 
tute, one  of  the  top  places,  at  which  one  of  the  well-known  scientists 
in  the  world  exhibited  a test  tube  about  as  large  as  two  shakers  of 
salt,  with  a white  powder,  flourlike  powder,  and  which  he  said  if 
distributed  to  kill  that  one  tube  would  kill  50  million  people. 

It  could  be  thrown  in  the  air  and  do  it. 

Of  course,  a spoonful  in  a water  system,  he  claimed,  could  paralyze 
a whole  city. 

I presume  the  civil  defense  and  those  responsible  have  some  plans 
for  things  like  that  ? 

Mr.  Hoegh.  We  have  been  working  with  the  Department  of  Health, 
Education,  and  Welfare  and  with  the  Chemical  and  Biological  Sec- 
tions of  the  Defense  Department  and  with  other  agencies  in  working 
up  plans  for  chemical  and  biological  defense. 

Senator  Magnuson.  Because  it  seems  to  me  that  those  things  are 
even  more  dangerous  if  used  than  even  some  of  the  fallout  we  talk 
about. 

Mr.  Hoegh.  It  is  dangerous. 

Senator  Magnuson.  That  would  shape  up  to  me  the  necessity  for 
this  kind  of  program  because  your  health  and  sanitation,  of  necessity, 
becomes  a local  problem. 

Mr.  Hoegh.  Yes,  sir. 

Senator  Magnuson.  Your  waterworks,  things  of  that  kind. 

They  exhibited  some  other  test  tubes  that  were  just  as  terrifying,  of 
nothing  but  just  powders  that  could  be  used.  So  that  with  respect 
to  a city  like  Seattle,  or  all  cities  that  get  their  water  from  one  source, 
you  would  have  to  have  this  kind  of  liaison  with  those  people  who 
understood  that  whole  system,  would  you  not  ? 

Mr.  Hoegh.  Yes,  sir. 
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APATHY  OF  THE  PUBLIC  TOWARD  PROGRAM 

Senator  Allott.  Governor,  I am  sure  you  have  given  this  much 
thought,  as  much  as  anybody  else,  but  is  not  one  of  the  chief  difficulties 
with  your  program  the  inability  to  get  the  average  American  indi- 
vidual interested  in,  or  concerned  about  plans  for  the  future  in  this 
particular  area  ? 

Mr.  Hoegh.  There  is  no  question  about  that,  Senator  Allott.  That 
is  one  of  our  real  obstacles. 

I would  say  this : That  the  Congress  of  the  United  States  can  make 
a great  contribution  in  overcoming  that  obstacle  by  showing  to  the 
people  and  to  the  State  and  local  governments  that  they  are  going  to 
take  civil  defense  seriously  by  providing  funds  for  matching  per- 
sonnel and  administrative  expenses  at  the  local  and  State  level. 

I think  it  would  do  immeasurable  good  if  the  Congress  would  take 
that  kind  of  action. 

Senator  Allott.  You  mean  simply  by  providing  this  money  ? 

Mr.  Hoegh.  Yes,  sir;  that  would  indicate  to  them  that  you  mean  it. 

Senator  Allott.  Well,  I have  been  involved  in  it  to  some  extent  at 
the  State  level  from  the  practical  standpoint,  and  this  is  the  thing 
that  has  concerned  me  more  than  anything  else,  that  not  much,  no 
matter  how  much  effort  you  and  your  predecessors  and  the  people  in 
interest  have  placed  on  it,  that  the  real  obstacle  to  overcome  in  making 
a meaningful  civil  defense  program  is  in  arousing  the  American  people 
to  the  point  where  they  believe  that  they  have  to  do  something  about  it. 

What,  in  your  opinion,  can  be  done  to  overcome  this  lethargy  which 
does  exist  ? 

Mr.  Hoegh.  I would  say,  No.  1,  that  you  should  grant  approval  of 
this  transfer  of  funds  today;  that  will  make  a real  contribution.  I 
mean  that  seriously. 

I go  to  mayors  throughout  the  country.  I visit  with  them,  work 
with  them  in  order  to  strengthen  civil  defense  at  the  local  level.  That 
mayor  looks  me  right  in  the  eye  and  says,  “When  is  the  Federal  Gov- 
ernment going  to  meet  its  joint  responsibility  obligation  ?” 

I say,  “I  hope  that  the  Congress  will  do  it  this  year.” 

Now,  if  you  do  it,  it  will  convince  that  mayor  that  you  mean  business. 
That,  in  turn,  has  an  influence  upon  the  people  of  that  community. 
They  are  looking  to  the  Congress  to  make  sure  that  it  means  to  have 
an  effective  civil  defense. 


EDUCATION  PROGRAM 

Now,  there  are  other  things.  We  feel  it  is  most  important  to  inform 
people ; we  are  not  out  here  trying  to  fight  the  people.  We  are  trying 
to  educate  them ; inform  them,  so  that  they  will  have  knowledge. 

We  think  that  there  are  five  things  every  American  should  know  to 
protect  himself : 

One,  the  warning  signals  and  what  they  mean. 

Two,  he  should  know  his  local  civil  defense  emergency  plan. 

We  want  a staff,  a capable  staff,  to  help  formulate  that  plan  in  con- 
formance with  the  national  plan. 

Three,  every  American  should  know  first-aid  and  home  prepared- 
ness. 
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Four,  every  American  should  provide  for  a fallout  shelter  to  give 
him  protection  from  radioactive  fallout. 

Five,  every  American  must  know  how  to  use  Conelrad  for  official 
direction  and  instructions  should  there  be  an  attack.  Conelrad  is  at 
either  640  or  1240  on  your  radio  dial. 

Senator  Young.  Should  you  not  add  one  more:  provide  something 
to  eat  ? 

Mr.  IIoegii.  That  is  part  of  the  home  emergency  preparedness  pro- 
gram. 

Senator  Magnuson.  Are  there  any  further  questions  ? 

Thank  you,  Governor. 

Mr.  IIoegii.  Thank  you. 

Senator  Magnuson.  I am  not  trying  to  hurry  this,  but  we  have  so 
many  boards  here  that  we  have  to  hear. 

Let  the  record  show  that  these  other  people  representing  the  Office 
of  Civil  Defense  were  here. 

Mr.  George  Riley  wants  to  make  a statement.  We  will  be  glad  to 
hear  from  you. 

American  Federation  of  Labor-Congress  of  Industrial  Organizations 

STATEMENT  OF  GEORGE  D.  RILEY,  LEGISLATIVE  REPRESENTATIVE 

house  floor  debate 

Mr.  Riley.  If  I may  quote  from  the  remarks  by  Mr.  Holifield  in 
the  House  recently,  in  the  attachment  to  this  statement,  I will  ap- 
preciate that  indulgence. 

First,  my  name  is  George  D.  Riley  and  I am  legislative  representa- 
tive, AFD-CIO. 

Mr.  Holifield  took  occasion  to  say — I am  only  taking  excerpts — 

Last  year  we  passed  a bill,  Public  Law  85-606,  wbicb  gave  joint  responsi- 
bility to  the  Federal  Government  and  to  the  State  government  for  the  build- 
ing of  a civil  defense  system  in  the  United  States.  In  that  bill  there  was 
a provision  that  50  percent  grant  could  be  made  to  the  States  and  local  sub- 
divisions for  administrative  purposes  to  build  up  this  organization  in  the  United 
States. 

By  the  denial  of  this  grant  the  Congress  has  gone  back  upon  the  legislation 
it  passed  last  year  and  in  my  opinion  has  broken  faith  with  the  States. 

I do  not  know  at  this  time  how  this  money  could  be  provided,  but  I do  feel 
that  we  are  making  a mistake  in  not  recognizing  that  there  is  a problem  of 
civil  defense  in  this  Nation  and  something  should  be  done  about  it. 

As  I recall  the  President’s  request  for  supplemental  funds  to  start  this  pro- 
gram was  rejected  late  last  summer  with  the  specific  provision  that  the  execu- 
tive branch  return,  resubmit  the  item  in  a deficiency  appropriation  request 
after  the  Congress  returned  in  January. 

I think  it  is  important  to  note  in  this  connection  that  the  administration 
is  no  asking  for  the  appropriation  of  new  money.  The  request  is  for  author- 
ity to  transfer  $3  million  of  unexpended  funds  from  one  account  to  another. 

The  stack  of  hearings  and  reports  on  this  table  represents  more  than  3 years 
of  study  and  investigation  of  civil  defense  matters  by  the  Government  Op- 
erations Subcommittee  on  Military  Operations  of  which  I am  chairman.  In  this 
time  we  have  compiled  9 volumes  of  hearings  comprising  4,000  printed  pages 
of  expert  testimony.  We  have  issued  4 carefully  documented  committee  re- 
ports, more  than  250  expert  witnesses,  including  the  chairman  and  members 
of  the  Joint  Chiefs  of  Staff,  have  assisted  us  in  our  appraisal  of  national  civil 
defense  requirement. 
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Mr.  Chairman,  if  I may  omit  the  rest  of  it  and  have  it  appear  in 
the  record,  I will  appreciate  it. 

Senator  Magnuson.  Very  well. 

(The  material  referred  to  follows :) 

Mr.  Chairman,  on  March  24,  1959,  the  House  defeated  an  amendment  offered 
by  Mr.  Durham  (North  Carolina)  requesting  restoration  of  $3  million  in  the  sec- 
ond supplemental  appropriation.  This  $3  million  amount  was  not  a request  for 
new  funds  but  a request  for  transfer  of  existing  funds  available  in  the  fiscal 
1959  budget  of  the  Office  of  Civil  and  Defense  Mobilization  to  cover  the  unani- 
mous mandate  of  Congress  as  contained  in  Public  Law  85-606. 

This  request  for  $3  million  was  to  carry  out  the  program  of  matching  funds 
with  the  States  and  their  political  subdivisions  to  defray  expenses  of  administra- 
tion and  personnel  requirements  in  manning  State  and  local  civil  defense  organ- 
izations. 

The  Office  of  Civil  and  Defense  Mobilization  has  appeared  before  your  commit- 
tee and  requested  restoration  of  $2  million  of  the  $3  million  originally  requested. 
This  follows  a logical  and  realistic  process  of  requesting  the  necessary  funds  to 
implement  a program  authorized  in  Public  Law  85-606. 

The  present  request  of  $2  million  is  a clear  indication  that  OCDM  is  facing 
up  to  its  responsibility  and,  in  our  opinion,  shows  the  quality  of  leadership  and 
direction  given  to  OCDM  programs  by  its  Director,  Leo  Hoegh.  The  agency 
feels  that  April  has  already  been  lost  as  far  as  any  implementation  of  this  pro- 
gram is  concerned,  thereby  reducing  the  amount  needed  by  one-third. 

Mr.  Chairman,  it  is  seldom  that  we  have  opportunity  to  appear  before  a com- 
mittee of  Congress  and  have  our  statements  prepared  for  us  in  advance  by  a 
Member  of  Congress.  Yet,  this  is  the  case  in  this  instance  and  with  your  per- 
mission we  request  that  the  statement  made  by  Representative  Holifield  on  the 
floor  of  the  House  on  March  24,  1959,  be  inserted  in  the  record  at  this  point. 

Mr.  Holifield’s  statement  summarizes  factually,  concisely  and  effectively  the 
need  and  the  wisdom  of  granting  the  $2  million  presently  requested  by  OCDM 
to  implement  this  very  important  responsibility  as  authorized  by  Public  Law 
85-606. 

( See  remarks  by  Representative  Holifield,  as  attached.) 

[From  the  Congressional  Record,  Mar.  24,  1959] 

Representative  Holifield’s  Statement  in  Support  of  Office  of  Civil  and 

Defense  Mobilization  Request  in  Second  Supplemental  Appropriation 

(H.R.  5916) 

Mr.  Holifield.  Mr.  Chairman,  the  gentleman  from  North  Carolina  (Mr.  Dur- 
ham) rose  a few  minutes  ago  and  offered  an  amendment  which  was  ruled  out  of 
order.  The  amendment  was  to  allow  the  Federal  Civil  Defense  Agency  to  transfer 
$3  million  from  money  which  they  have,  authorized  for  one  purpose,  and  use  it 
for  grants-in-aid  in  the  States  in  the  perfecting  of  the  Federal  civil  defense 
organization. 

May  I say  I think  the  amendment  was  out  of  order.  It  was  not  properly 
drawn.  I conferred  with  the  clerk  of  the  committee  and  felt  the  amendment 
was  properly  drawn  but  I find  out  there  was  a mistake.  But  I want  to  comment 
on  the  substance  of  what  the  committee  has  done.  Last  year  we  passed  a bill, 
Public  Law  85-606,  which  gave  joint  responsibility  to  the  Federal  Government 
and  the  State  government  for  the  building  of  a civil  defense  system  in  the  United 
States.  In  that  bill  there  was  a provision  that  50-percent  grants  could  be  made 
to  the  States  and  local  subdivisions  for  administrative  purposes  to  build  up  this 
organization  in  the  United  States.  By  the  denial  of  this  grant  the  Congress  has 
gone  back  upon  the  legislation  it  passed  last  year  and,  in  my  opinion,  has  broken 
faith  with  the  States.  Many  States  have  passed  legislation  providing  funds  to 
build  a Federal  civil  defense  and  a disaster  organization.  Denial  of  this  $3 
million  goes  right  to  the  functioning  of  your  local  State  agencies  and  your  city 
agencies  in  the  field  of  disaster  organizations. 

I do  not  know  at  this  time  how  this  money  could  be  provided,  but  I do  feel 
that  we  are  making  a mistake  in  not  recognizing  that  there  is  a problem  of  civil 
defense  in  this  Nation,  and  something  should  be  done  about  it. 
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I will  not  take  any  more  of  the  Committee’s  time  because  I recognize  the  temper 
of  the  House,  hut  I could  not  let  this  go  by  without  calling  the  attention  of  the 
House  to  what  I think  is  a grievous  mistake. 

Mr.  Morris  of  Oklahoma.  Mr.  Chairman,  will  the  gentleman  yield? 

Mr.  Hot ifield.  I yield  to  the  gentleman  from  Oklahoma. 

Mr.  Morris  of  Oklahoma.  I want  to  associate  myself  with  the  remarks  of  the 
gentleman.  I agree  with  him  fully  in  what  he  has  said. 

Mr.  IIolifield.  Mr.  Chairman,  the  supplemental  appropriation  bill,  H.R.  5916, 
reported  by  the  Committee  on  Appropriations,  has  omitted  one  small  item  which 
could  have  great  consequences  on  the  fate  of  our  Nation.  I refer  specifically 
to  the  President’s  request  for  authority  to  transfer  $3  million  in  civil  defense 
funds  from  one  account  to  another. 

During  the  past  session,  Congress  enacted  legislation  authorizing  the  Federal 
Government  to  provide  matching  funds  for  civil  defense  administrative  and 
personnel  expenses  of  the  States  and  localities.  As  I recall,  the  President’s 
request  for  supplemental  funds  to  start  that  program  was  rejected  late  last 
summer  with  the  specific  provision  that  the  executive  branch  resubmit  the  item 
in  a deficiency  appropriation  request  after  the  Congress  returned  in  January. 
This  request  was  resubmitted  but  the  Appropriations  Committee  apparently  has 
not  seen  fit  to  include  a provision  for  this  item  in  the  bill  under,  consideration 
today. 

I think  it  is  important  to  note  in  this  connection  that  the  administration  is  not 
asking  for  the  appropriation  of  new  money.  The  request  is  for  authority  to 
transfer  $3  million  of  unexpended  funds  from  one  account  to  another.  From  a 
balance  of  $4.5  million  in  the  civil  defense  equipment  and  supplies  account,  $3 
million  would  be  transferred  for  use  in  matching,  on  a 50-50  basis,  State  and 
local  funds  for  administrative  and  personnel  expenses. 

The  stack  of  hearings  and  reports  on  this  table  represents  more  than  3 years 
of  study  and  investigation  of  civil  defense  matters  by  the  Goverment  Operations 
Subcommittee  on  Military  Operations,  of  which  I am  chairman.  In  this  time  we 
have  compiled  9 volumes  of  hearings,  comprising  4,000  printed  pages  of  expert 
testimony.  We  have  issued  four  carefully  documented  committee  reports. 

More  than  250  expert  witnesses,  including  the  chairman  and  members  of  the 
Joint  Chiefs  of  Staff,  have  assisted  us  in  our  appraisal  of  national  civil  defense 
requirements. 

As  a consequence  of  our  study,  the  Military  Operations  Subcommittee  in  its 
basic  civil  defense  report — House  Report  No.  2946,  84th  Congress — set  forth  a 
series  of  recommendations  designed  to  strengthen  the  Federal  civil  defense  effort 
in  keeping  with  the  constitutional  responsibility  of  the  Federal  Government  to 
provide  for  the  national  defense.  These  recommendations  were  subsequently 
incorporated  in  proposed  legislation — HR.  2125,  85th  Congress — which  was 
introduced  in  the  House  by  every  member  of  the  subcommittee. 

One  of  the  provisions  of  that  proposed  legislation  would  have  authorized  the 
Federal  Government  to  provide  matching  funds  for  civil  defense  administrative 
and  personnel  expenses  of  the  States  and  localities.  While  our  comprehensive 
legislation  was  never  acted  upon,  the  Congress  did  adopt  this  particular  pro- 
vision in  the  civil  defense  amendments  of  1958 — Public  Law  85-606 — which  were 
introduced  by  the  distinguished  gentleman  from  North  Carolina  (Mr.  Durham). 
Those  amendments  were  approved  by  the  Armed  Services  Committee  and  enacted 
into  law  during  the  past  session  of  Congress. 

In  refusing  to  authorize  a simple  transfer  of  $3  million  to  carry  out  this  par- 
ticular provision  of  law,  the  Appropriations  Committee  is  in  effect  nullifying 
the  findings  of  the  Armed  Services  Committee  as  well  as  those  of  the  Military 
Operations  Subcommittee. 

I may  also  note  that  the  purposes  for  which  this  transfer  of  funds  is  requested 
have  been  strongly  endorsed  or  recommended  by  the  various  survey  and  study 
groups  considering  civil  defense  problems  in  recent  years.  These  include  the 
Kestnbaum  Commission  on  Intergovernmental  Relations,  the  proiect  East  River 
Group,  the  National  Planning  Association,  and  the  Sarnoff  Study  Group. 

In  addition  the  civil  defense  committee  of  the  Governors’  conference,  the 
American  Municipal  Associations’  Civil  Defense  Committee,  as  well  as  the 
National  Association  of  County  Officials,  the  American  Legion,  and  the  AFL- 
CIO  have  all  recommended  this  program. 

The  Appropriations  Committee  report  accompanying  the  measure  now  under 
consideration  is,  by  implication,  very  critical  of  the  Office  of  Civil  and  Defense 
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Mobilization  It  indicated  that  the  funds  under  consideration  would  be  waste- 
fully  expended  with  no  concrete  benefits  to  the  national  security. 

Let  me  say  that  as  a Member  of  Congress  I have  been  an  outspoken  critic  of 
the  civil  defense  operations  in  the  Federal  Government.  On  more  than  one 
occasion  I have  raised  objections  to  the  manner  in  which  the  FCDA  and  its 
successor,  the  OCDM.  have  carried  out  civil  defense  functions  at  the  Federal 
level,  and  I shall  probably  have  many  more  critical  things  to  say  about  the 
OCDM  in  the  future. 

The  point  at  issue  today,  however,  goes  to  the  question  of  whether  we  shall 
have  any  civil  defense  program  in  our  Nation.  While  I believe  that  a vastly 
expanded  Federal  program  is  required  before  we  can  expect  to  have  an  effective 
national  civil  defense.  I recognize  that  any  program  must  rest  ultimately  upon 
the  people  of  our  Nation  and  their  instrumentalities  of  government  at  all  levels, 
including  the  State  and  local. 

The  States  and  localities  are  willing  to  do  their  part  provided  Federal  leader- 
ship and  assistance  are  forthcoming.  To  date  the  States  have  matched  Federal 
funds  amounting  to  S131  million  for  equipment,  training,  and  other  items  in  the 
matching  program.  Altogether,  the  States  have  budgeted  approximately  824 
million  for  this  program  for  the  coming  fiscal  year. 

I have  been  advised  by  various  State  and  local  officials  that  unless  increased 
Federal  assistance  is  forthcoming  we  are  in  danger  of  losing  the  benefit  of  all 
the  civil  defense  work  accomplished  to  date.  I am  told  that  failure  to  provide 
such  assistance  will  cause  us  to  lose  the  nucleus  of  civil  defense  personnel  now 
residing  at  the  State  and  local  levels. 

While  many  of  us  agree  that  our  civil  defense  program  is  not  what  it  ought 
to  be,  I am  firmly  convinced  that  we  cannot  afford  to  lose  whatever  capability 
we  now  have.  With  the  Berlin  crisis  simmering,  with  the  Communists  on  the 
march  from  Iraq  to  Bolivia,  with  trouble  even  in  the  remote  land  of  Tibet,  and 
with  our  missile  development  program  and  our  overall  Defense  Establishment 
not  only  gaping  but  sagging,  the  Congress  should  not  stand  idle  while  our  civil 
defense  program  is  being  dismantled. 

The  Appropriations  Committee  report  would  make  it  appear  as  though  the 
civil  defense  transfer  authority  requested  by  the  administration  would  embark 
this  Nation  on  an  entirely  new  program — something  new  in  the  American  scheme 
of  things.  In  fact,  there  are  many  precedents  for  the  type  of  assistance  contem- 
plated in  this  request.  Federal  grants  have  long  been  used  by  the  States  to 
administer  a number  of  health,  education,  and  welfare  programs,  such  as  public 
assistance,  vocational  rehabilitation  and  education,  and  hospital  construction. 
Federal  funds  have  been  used  to  administer  the  Srate  employment  offices.  Fed- 
eral funds  have  supported  the  National  Guard.  Federal  grants  for  administra- 
tive and  personnel  costs  have  made  possible  the  successful  operation  of  various 
agriculture  and  forestry  programs. 

Time  does  not  permit  a comprehensive  discussion  of  the  many  civil  defense 
tasks  facing  our  Nation.  I intend  to  request  a special  order  for  an  address  of 
considerable  length  at  a later  date,  but  at  the  present  time  I should  like  to  call 
attention  to  certain  evidence  of  increased  Soviet  concern  with  civil  defense 
matters. 

I have  here  a detailed  study  of  Soviet  civil  defense  compiled  by  the  Library  of 
ConsTess.  It  was  completed  only  last  week  and  includes  the  latest  information 
available  in  Russian  publications  and  other  sources. 

According  to  the  evidence  collected  in  this  study,  the  Soviet  Union  last  year 
revised  its  civil  defense  plans  to  bring  its  program  up  to  the  requirements  of 
thermonuclear  warfare.  The  indication  is  that  large  segments  of  the  Soviet 
population  are  being  indoctrinated  in  techniques  of  survival  and  rehabilitation. 

In  the  face  of  this  evidence  and  lacking  any  clear  understanding  of  Soviet 
intentions,  it  is  my  firm  belief  that  we  in  the  United  States  should  be  attempting 
to  build  a civil  defense  program  instead  of  stifling  it  in  its  infancy. 

Gexebal  Statement 

Mr.  Ellet.  May  I answer  one  thing  that  Senator  Allott  raised  a 
while  affo. 

On  frequent  occasions  there  have  been  statements  made  that  the 
people  are  not  aware  of  the  danger,  that  they  are  not  alert.  Public 
Law  85-606  of  the  last  Congress  is  to  nil  that  vacuum.  It  declares, 
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among  other  things,  that  it  is  the  joint  responsibility  of  the  Federal 
Government  and  local  and  State  governments  to  recognize  the  danger 
which  is  real,  if  not  even  apparent  at  this  time. 

I think  that  this  basic  act  will  go  further  toward  arousing  the  Amer- 
ican people  to  its  responsibility.  I will  say  this:  that  the  biggest 
segment  of  organized  wage  earners  is  very  alert  to  it.  Many  of  our 
international  unions  are  aware  of  what  the  situation  is  and  they  have 
definite  programs  which  are  translated  and  transmuted  into  resolution 
form  in  the  biennial  conventions  of  the  AFL-CIO. 

It  is  on  that  authority  that  I have  come  here  to  present  this  case  to 
you  at  this  time. 

ATTITUDE  OF  UNION  LABOR  TOWARD  CIVIL  DEFENSE 

Senator  Magnttson.  The  unions  in  particular  have  been  very  alert 
in  the  so-called  big  plant  areas  in  having  a program  of  liaison  with  the 
local  program  where  there  are  great  numbers  of  people  employed  in  big 
plants. 

Mr.  Riley.  Yes,  sir.  I daresay  it  is  even  written  into  some  of  the 
wage  contracts  that  there  be  such  participation. 

In  Cameron,  La.,  about  18  months  ago  the  AFL-CIO  building 
trades  department  initiated  a program  to  pull  those  people  out  of  the 
depths  of  despondency  from  natural  disasters,  and  natural  disasters 
are  recognized  as  a part  of  this  general  operation  as  well  as  man  made 
disasters. 

Senator  Allott.  I am  not  sure  from  what  you  say,  Mr.  Riley, 
whether  you  misunderstood  the  point  I was  trying  to  make  with  the 
Governor  a while  ago.  I am  completely  for  a civil  defense  program 
and  I recognize  that  it  is  an  absolute  necessity. 

Mr.  Riley.  I am  sure  that  is  true. 

Senator  Allott.  I notice  in  your  statement  a statement  by  Repre- 
sentative Hob  field  which  pinpoints  exactly  what  I was  saying.  He 
says,  on  page  3 : 

I recognize  any  program  must  rest  ultimately  upon  the  people  of  our  Nation 
and  their  instrumentalities  of  government  at  all  levels,  including  State  and  local. 

I wanted  to  emphasize  the  fact  within  my  own  limited  experience 
in  this  area,  it  seems  to  me  that  getting  the  peoole  to  recognize  this 
problem  and  to  cooperate  with  it  is  one  of  the  fundamental  areas  in 
which  an  effort  should  be  made. 

Mr.  Riley.  It  is  the  key  to  the  whole  thing.  I am  sure  that  co- 
ordinated leadership  is  all  tliat  is  needed  to  get  the  people  on  their  toes. 
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CIVIL  AERONAUTICS  BOARD 


STATEMENTS  OF  JAMES  R.  DURFEE,  CHAIRMAN,  AND  JOHN  B. 
RUSSELL,  CHIEF,  OFFICE  OF  ADMINISTRATION 


House  Action 


Senator  Magnuson.  That  concludes  the  civil  defense. 

The  Civil  Aeronautics  Board.  Chairman  Durfee  is  here. 

The  Civil  Aeronautics  Board  requests  partial  restoration  in  the 
amount  of  $4,189,000  of  the  House  cut  in  “Payments  to  air  carriers,” 
and  full  restoration  of  the  amount  of  $51,600  of  the  10  percent  House 
cut  in  the  pay  raise  supplemental. 

Chairman  Durfee  is  here  in  support  of  these  restorations. 

We  will  place  in  the  record  your  letter  to  the  committee,  the  supple- 
mental estimate  in  House  Document  No.  58,  and  your  justifications. 
Y ou  may  proceed  with  your  statement. 

(The  material  referred  to  follows :) 

Civil  Aeronautics  Board, 

Washington,  April  1, 1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

Washington,  D.C. 


Dear  Mr.  Chairman  : Reference  is  made  to  H.R.  5916,  the  Second  Supplemental 
Appropriation  Act,  1959,  and  House  Report  No.  238  which  accompanied  it. 

The  bill  as  passed  by  the  House  on  March  24,  1959,  provided  appropriations  for 
the  Civil  Aeronautics  Board  in  the  amounts  of  $12  million  for  “Payments  to  air 
carriers”,  a reduction  of  $6,085,000  from  the  estimates  and  $464,400  for  “Salaries 
and  expenses”,  a reduction  of  $51,600  from  the  estimates. 

I transmit  herewith,  in  the  format  prescribed  by  the  committee,  requests  for 
amendment  of  the  bill  to  restore  the  amount  for  “Salaries  and  expenses”  to 
the  full  amount  of  the  estimates,  and  to  restore  $4,189,000  of  the  $6,085,000  dis- 
allowed for  “Payments  to  air  carriers.” 

I earnestly  hope  that  this  request  will  receive  the  committee’s  favorable  con- 
sideration. 

Sincerely  yours, 


James  R.  Durfee,  Chairman. 


SUPPLEMENTAL  ESTIMATE  IN  HOUSE  DOCUMENT  NO.  58 


(P- 12) 

Civil  Aeronautics  Board 


payments  to  air  carriers 

“For  an  additional  amount  for  ‘Payments  to  air  carriers,’  $18,085,000,  to  re- 
main available  until  expended.” 

This  proposed  supplemental  appropriation  is  to  permit  the  Board  to  pay  sub- 
sidy bills  as  they  become  due  during  the  remainder  of  the  current  fiscal  year. 

The  increased  subsidy  requirement  is  largely  for  local  service  operations  and 
reflects  the  impact  of  new  routes  authorized  by  the  Board  and  the  operation  of 
new  equipment  by  the  carriers. 
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Civil  Aeronautics  Board 

SALARIES  AND  EXPENSES 

( Second  supplemental  appropriation  bill,  1959,  p.  38) 

(P.  38,  lines  24  and  25,  of  H.R.  5916  as  passed  by  the  House) 


1959  supplemental  requested $516,  000 

House  nllowance  la  reduction  of  $51,600  in  the  estimate) 464,  400 

Restoration  requested 51,  600 


AMENDMENT  REQUESTED 

On  page  38,  line  25,  strike  out  “$464,400”  and  insert  “$516,000.” 

JUSTIFICATION 

Restoration  in  the  full  amount  of  the  House  reduction  is  requested. 

Under  the  bill,  as  passed  by  the  House,  the  Board  would  not  be  able  to  continue 
its  present  staff.  In  other  words,  absorption  of  the  $51,600  disallowed  by  the 
House  would  require  the  Board  to  freeze,  not  only  existing  vacant  positions  but 
also  additional  positions  as  vacancies  occur.  It  is  estimated  that  a total  of  30 
positions  would  be  involved  to  the  extent  of  from  65  to  75  man-months  of  employ- 
ment during  the  last  quarter  of  the  fiscal  year. 

The  Board,  during  the  current  fiscal  year,  has  already  had  to  absorb  substan- 
tial costs  related  to  additional  functions  resulting  primarily  from  legislation  en- 
acted subsequent  to  preparation  of  the  1959  budget  for  which  no  provision  was 
included  in  the  appropriation  for  1959.  Such  legislation  includes  the  loan  guaran- 
tee program,  Public  Law  85-307,  which  authorizes  the  Board  to  guarantee  private 
loans  to  air  carriers  for  the  purchase  of  modern  aircraft  and  equipment,  and  the 
Federal  Aviation  Act,  under  which  the  Board,  on  December  31, 1958,  was  required 
to  reassume  the  investigation  of  light  plane  accidents  involving  fatalities  and  the 
determination  of  probable  cause  of  all  light  plane  accidents.  In  addition,  the 
Board  has  recently  moved  to  new  quarters  which  necessitated  absorption  of 
moving  and  related  expenses.  The  absorption  of  these  functions  and  costs  has 
placed  a very  severe  strain  on  the  Board’s  available  personnel  and  funds. 

The  Board  continues  to  fall  further  behind  in  virtually  every  major  area  of  its 
work  because  the  increase  in  workload  has  grown  out  of  all  proportion  to  avail- 
able staff  resources.  For  example : In  the  rates  area,  the  necessary  diversion  of 
staff  to  the  general  passenger  fare  investigation,  the  loan  guarantee  program 
and  the  development  of  new  subsidy  standards  results  in  75  percent  of  the  air 
carriers  receiving  subsidy  being  under  temporary  rates  with  final  rate  pro- 
ceedings pending ; and,  in  the  aircraft  accident  investigation  area,  the  point 
has  been  reached  where  the  Board  does  not  have  staff  to  assign  to  each  new 
accident  requiring  investigation. 

Further,  the  budget  estimates  for  1960,  now  before  the  Congress,  recognize 
the  Board’s  situation  and  provide  for  a significant  increase  in  staff. 

In  view  of  the  Board’s  current  workload  problems  and  inadequate  staff, 
absorption  of  the  increased  pay  raise  costs  would  result  in  worsening  the 
problems  presently  facing  the  Board.  Accordingly,  appropriation  of  the  full 
amount  of  the  estimate  is  essential. 


Civil  Aeronautics  Board 

PAYMENTS  TO  AIR  CARRIERS 

(House  bill,  p.  17) 
(House  hearings,  pp.  30-45) 


Estimate  $18,  085,  000 

1959  act 40,750,000 

House  allowance  (a  reduction  of  $6,085,000  in  the  estimate) 12,  000,  000 
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AMENDMENTS  REQUESTED 

The  Board  requests  the  following  amendment: 

Page  17,  line  22,  strike  out  “$12,000,000”  and  insert  “$16,189,000”,  an  increase 
of  $4,189,000. 

EXTRACT  FROM  HOUSE  REPORT 

“ Payments  to  air  carriers. — The  bill  provides  $12  million  for  payments  to  air 
carriers  for  subsidies,  largely  for  local  service  operations,  which  is  in  addition  to 
$40,750,000  already  appropriated  for  this  year.  Subsidies  to  be  paid  do  not  draw 
interest  and  the  amount  provided  will  enable  the  Board  to  make  necessary  pay- 
ments, particularly  since  a substantial  part  of  the  funds  requested  are  for 
payments  on  cases  yet  to  be  decided  by  the  Board.” 

JUSTIFICATION 

Restoration  of  $4,189,000  of  the  $6,085,000  disallowed  by  the  House  is  requested. 
The  difference,  $1,896,000,  reflects  net  savings  under  rate  orders  either  recently 
issued  by  the  Board  or  expected  to  be  issued  before  the  end  of  this  fiscal  year. 
Accordingly,  the  current  estimate  of  supplemental  appropriation  requirements 
is  $16,189,000. 

The  construction  of  this  revised  estimate,  which  is  based  on  a detailed  reexami- 
nation of  estimated  payments  and  fund  requirements  for  1959,  is  summarized  as 
follows: 

1.  Prior  estimate  of  total  payments  during  the  fiscal  year  1959 $58,  433,  751 

2.  Reduction  in  above  estimate  under  rate  orders: 

(а)  Already  issued  by  the  Board $1,  209,  000 

(б)  Expected  to  be  issued  by  the  end  of  this 

fiscal  year 687,  000 

- 1,  896,  000 


3.  Revised  estimate  of  fund  requirements: 

(а)  Actual  payments  from  July  1,  1958,  to 

Mar.  23;  1959 37,  751,  412 

(б)  Estimated  payments  under  rate  orders  in 

effect  or  certain  to  be  in  effect  from 

Mar.  24  to  June  30,  1959 15,  017,  774 

(c)  Estimated  requirements  under  new  rate 
orders  for  which  the  timing  of  issuance 

has  not  been  definitely  determined 3,  768,  565 

56,  537,  751 

4.  Funds  available —40,  348,  751 


5.  Supplemental  appropriation  requested 16,  189,  000 

As  shown  in  item  3c  above,  $3,768,565  relates  to  rate  orders  yet  to  be  issued 
and  with  respect  to  which  there  is  some  uncertainty  as  to  whether  the  date  of 
issuance  will  fall  in  this  fiscal  year  or  in  1960.  Nevertheless,  it  is  believed  likely 
that,  in  the  event  that  final  rate  orders  involved  are  not  issued  this  year,  one  or 
more  of  the  carriers  concerned  will  petition  the  Board  for  increased  temporary 
rates  and  require  additional  payments  this  year.  In  any  event,  to  the  extent 
that  these  payments  may  not  be  made  this  fiscal  year,  they  will  have  to  be  made 
in  1960.  Accordingly,  since  no  provision  has  been  made  in  the  1960  budget 
estimates  for  these  amounts,  it  is  requested  that  the  supplemental  appropriation 
be  approved  in  the  total  revised  amount  of  $16,189,000. 


1000  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  1959 


Civil  Aeronautics  Board 

PAYMENTS  TO  AIR  CARRIERS 
Summary  of  estimated  obligations  and  'payments 


Estimate 
per  1959 
budget 

Revised 

estimate 

1959 

Increase 

Estimated  subsidy  accrual  (amount  to  be  due  carriers  under 

final  mail  rates)  for  carrier  operations  during  the  year 

Deduct  that  part  of  the  above  subsidy  accrual  which  is  not 
expected  to  be  covered  by  mail  rates  until  later  years 

$40,  727,  657 
-532,  783 

$51,  329, 867 
-1,415, 720 

$10, 602, 210 
-882,  937 

Subtotal,  obligations  for  carrier  operations  during  the 

year 

Obligations  for  carrier  operations  in  prior  years 

40, 194, 874 
2, 443,  960 

49,  914, 147 
10,  757,  498 

9,  719,  273 
8,  313, 538 

Gross  obligations 

Reduction  of  amounts  obligated  in  prior  years  

42, 638, 834 

60,  671,  645 
-2, 090,  755 

18, 032, 811 
-2, 090,  755 

Total  (net)  obligations 

Unliquidated  obligations: 

Brought  forward  from  prior  years. 

Carried  forward  at  end  of  year 

Uncollected  refunds: 

Brought  forward  from  prior  years 

Carried  forward  at  end  of  year 

42,  638, 834 

3, 524,  494 
-3,  580,  693 

-1,832,  635 

58, 580, 890 

4, 150,  967 
-4,  242, 388 

-55,  718 

15, 942, 056 

626,  473 
-661,  695 

1, 776, 917 

Net  payments  . 

Payments  in  1958  from  1959  appropriation 

Proposed  supplemental  appropriation 

40,  750,  000 

58,  433,  751 

17, 683, 751 
401,  249 

18,085,000 

Request:  $18,085,000  to  remain  available  until  expended. 
Needed:  April  1,  1959. 

Current  estimate  of  cash  requirements , fiscal  year  1959 


Funds  available: 

(а)  Appropriation  1959  (realized) $40,750,000 

(б)  Payments  in  1958  from  1959  appropriation —401,  249 


(c)  Total 40,  348,  751 

Actual  subsidy  payments  made  during  the  period  July  1,  1958, 

through  Jan.  31,  1959 30,  196,  902 

Cash  balance  available  as  of  Jan.  31,  1959 10,  151,  849 

Estimated  cash  requirements  during  the  period  Feb.  1 through 

June  30,  1959 28,  236,  849 

Estimated  deficit  and  supplemental  appropriation  required 18,  085,  000 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  amount  appropriated  for  “Payments  to  air  carriers”  in  1959  totaled 
$40,750,000.  However,  as  shown  above,  $401,249  of  this  amount  was  expended 
during  the  fiscal  year  1958  under  the  “immediately  available  for  expenditure” 
provision  of  the  1959  Appropriation  Act.  Therefore,  the  balance  of  $40,348,751 
represents  the  total  cash  available  for  expenditure  during  the  fiscal  year  1959.  It 
is  now  estimated  that  during  the  fiscal  year  1959,  in  order  for  the  Board  to  pay 
the  carriers’  subsidy  bills  as  they  become  due,  net  payments  will  total  $58,433,751. 
On  this  basis  a deficit  of  $18,085,000  is  indicated. 

In  tMs  connection,  the  Board,  last  year,  in  submitting  its  1959  budget  estimates 
to  the  Congress,  pointed  out  that  a supplemental  appropriation  would  be  required 
for  1959.  This  was  based  on  (1)  the  Board’s  program  for  reexamination  and 
modification  of  route  structures,  particularly,  the  local  service  area  route  pro- 
ceedings; (2)  new  equipment  scheduled  for  delivery  which  would  initially  result 
in  increased  operating  costs;  and  (3)  other  overall  cost  increases.  However,  since 
it  was  not  then  practicable  to  project  how  extensive  the  effect  of  these  factors 
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would  be  and  since  supplemental  funds  would  not  be  required  until  the  latter 
part  of  the  fiscal  year  1959,  no  provision  for  the  anticipated  increase  was  included 
in  the  regular  1959  estimates. 

The  situation  has  since  clarified  to  a considerable  extent,  although  many 
variables  still  exist,  and  it  is  now  estimated  that  the  1959  supplement  needed  to 
pay  the  carriers’  bills  will  approximate  $18,085,000.  Thus,  the  current  estimates 
reflect  payments  in  1959  in  the  total  amount  of  $58,483,749  compared  with  the 
$40,750,000  included  in  the  regular  1959  budget  estimates. 

The  current  estimates  are  intended  to  reflect:  (1)  all  route  awards  embodied 
in  formal  decisions  or  announcements  by  the  Board,  including  adjustments  to 
operating  authority;  (2)  plans  the  carriers  have  made  for  reequipping  with  more 
modern  and  efficient  aircraft;  and  (3)  the  cost  effect  of  these  new  services  and 
equipment.  The  validity  of  these  estimates  depends  to  a large  degree  on  the 
time  the  new  aircraft  are  acquired  and  put  into  service,  when  the  routes  awarded 
will  be  activated,  and  when  the  related  mail  rate  revisions  will  be  issued  by  the 
Board. 

A comparison  of  the  Board’s  current  estimate  of  subsidy  payments  during  the 
fiscal  year  1959,  with  its  estimates  as  submitted  to  the  Congress  a year  ago,  is 
showm  by  individual  carrier  in  a table  wrhich  follows.  In  addition,  the  detailed 
construction  of  the  1959  payment  estimates  is  shown  in  an  attached  appendix 
wrhich  w’as  constructed  in  connection  writh  presentation  of  the  Board’s  1960  budget 
estimates.  Also,  because  it  contains  a substantial  amount  of  information  bearing 
on  the  subsidy  estimates,  there  is  attached  a copy  of  the  Board’s  October  1958 
report  entitled  “Service  Mail  Pay  and  Subsidy  for  the  U.S.  Certificated  Air 
Carriers.” 
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Estimated  -payments  to  air  carriers  during  the  fiscal  year  1959 


Carrier 

Estimated 
payments 
in  1959  per 
1959  budget 

Current  estimate  of  payments  during  1959 

Difference 
increase  (+) 
decrease  (— ) 

Actual,  July 
1,  1958-Jan. 
31,  1959 

Estimated, 
Feb.  1,  1959- 
June  30,  1959 

Total 

DOMESTIC  TRUNKLINES 

Eastern  (Colonial) 

$100, 142 
3, 190,  361 

$15,  658 
1,  333,  068 

$115, 800 
4, 523,  429 

+$115, 800 
+4, 523,  429 

Northeast 

Total 

3,  290,  503 

1,  348,  726 

4,  639, 229 

+4,  639,  229 

LOCAL  SERVICE  OPERATIONS 
Allegheny 

$3,  448, 113 

1,  657, 058 

2,  748,  824 
2,  629,  240 
1,  685,  215 

1,  653,  255 

2,  063,  627 
3, 034, 352 
2,  351,513 
2,  855, 153 

2,  076, 938 
950, 774 
1,  675, 068 
1,  497,  448 
1, 045,  353 

1,  905,  246 

2,  324,  308 
1,  550,  294 
1,  388,  377 
1,  441, 813 

1,  631,  655 
1,  009,  910 
1,  251,  460 
1,664,  111 
831,  954 

1,  248,  921 
2, 822,  003 

2,  372,  543 
2,  641,  507 
1,  038,  728 

3,  708,  593 

1,  960,  684 
2, 926,  528 
3, 161, 559 
1, 877,  307 
3, 154, 167 
5, 146,  311 
3,  922, 837 
4, 029,  884 

2,  480,  541 

+260,  480 
+303,  626 
+177,  704 
+532,  319 
+192, 092 
+1,  500, 912 
+3,  082,  684 
+888, 485 
+1,  678, 371 
-374,  612 

Bonanza 

Central 

Frontier  _ _ 

Lake  Central 

Mohawk..  

North  Central.. 

Ozark  

Pacific  

Piedmont.  . _ 

Continental  (Pioneer) 

Southern 

2, 181,  796 
3,  273,  519 
2, 183,  052 

1,  736,  400 
1,  722,  774 
1,  223,  582 

1,  428, 079 
1,  248,  905 
890,  882 

3, 164,  479 
2,  971,  679 
2, 114,  464 

+982,  683 
-301,  840 
-68,  588 

Trans  Texas _ 

West  Coast... 

Total..  _ 

31,  764,  717 

20,  538,  375 

20,  080,  658 

40,  619,  033 

+8,  854,  316 

HELICOPTER  OPERATIONS 

Chicago  

1, 421,  600 
1,  031,  000 
1,  848,  720 

883, 005 
554,  433 
1,  295,  320 

1, 066, 135 
405,  257 
1,  459,  582 

1,  949, 140 
959,  690 

2,  754,  902 

+527,  540 
-71.310 
+906, 182 

Los  Angeles  _ . 

New  York 

Total _ . _ 

4,  301,  320 

2,  732,  758 

2,  930,  974 

5,  663,  732 

+1, 362,  412 

ALASKAN  OPERATIONS 

Alaska  . 

$1, 387,  932 
340,  255 

$1, 008,  246 
199,  289 

$1,  749,  556 
149,  669 

$2,  757,  802 
348,  958 

+$1,  369,  870 
+8.  703 

Alaska  Coastal. . . .. 

Bvers 

Cordova . .. 

228, 357 
247,  648 
508,  363 
2,  203,  606 

208, 034 
229,  399 
396,  776 
1, 056.  368 
712 
514,  244 

172, 472 
328,  341 

312. 379 
993,  577 

-11,310 

446. 379 

380,  506 
557,  740 
709, 155 
2, 049,  945 
-10,598 
960,  623 

+152, 149 
+310,  092 
+200,  792 
-153.661 
-10,598 
+142.  186 

Fllis  ..  . 

Northern  Consolidated 

Pacific  Northern . 

Reeve.. ._  . 

Wien..  ...  . . 

818,  437 

Total ...  ... 

5,  734,  598 

3,  613, 068 

4, 141,063 

7,  754, 131 

+2, 019,  533 

HAWAIIAN  OPERATIONS 

Hawaiian  _ ...  _.  . 

Trans  Pacific.. . 

12,  284 

623 

12,  907 

+12,907 

Total 

12,  284 

623 

12,  907 

+12,907 

INTERNATIONAL  OPERATIONS 
Braniff  . 

782, 000 

1,  567,  443 

1,  567,  443 
9,914 
-1,832,  638 

+785,  443 
+9,  914 
-3 

Colonial  (Bermuda) _ _ 

9,914 

Northwest  . ..  __  ._  

-1,832,  635 

-1,832,  638 

Total  

-1,050,  635 

9,  914 

-265, 195 

-255,  281 

+795, 354 

Total  all  carriers . 

40,  750,  000 
40,  750,  000 

-401,  249 

30, 196,  902 

28,  236,  849 

58,  433,  751 

17,  683,  751 

Appropriation  1959  (realized) 

Payments  in  1958  from  1959  ap- 
propriation _ . . 

+401,  249 

Total  available  1959  

40, 348,  751 

Supplemental  appropria- 
tion required  

18, 085, 000 

Civil  Aeronautics  Board 

Subsidy  payments  to  air  carriers  for  air  carrier  operations  conducted  during  the  fiscal  years  1054-60,  by  carrier,  showing  estimated  subsidy 

accrual  during  the  fiscal  year  and  unpaid  at  the  end  of  the  fiscal  years  1958-60 
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Unpaid 
accrual  as  of 
June  30,  1960 

o © o o o © ^ 

CM 

© 

<N 

<N 

242, 624 

©©©©©©© 

co 

© 

00 

© 

CM 

208,  635 

© © © © © © CM 
© 
© 

CO 

© 

CM 

263, 052 

©©©©©© 

CO 

cf 

© 

CO 

392, 347 

Estimated 
payments 
during  1960 

0 

0 

0 

0 

0 

$223, 671 
2, 530, 000 

2, 753, 671 

©©©©CO©© 
© 00  © 
f-H  © 

© iCoT 

© Tt<  Tj< 
CM  ^ CM 

CM 

2, 901,  649 

©©t^cot^©© 

© CM  CM  © © 
f-H  © © © 

CO  © © © TjT 

© rti  CM  t^CO 
CO  00 

<N 

3, 339, 547 

0 

0 

0 
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32, 498 
492,  555 
4,  223,  000 

CO 

© 

© 

00 

s 

Unpaid 
accrual  as  of 
June  30,  1959 

© © © © © 1 
N 1 
© l 

CO  » 
CM  i 
CM  l 
1 
1 
1 
l 
l 
1 

223, 671 

©©©©co©  ! 

© 00  l 

H*  9-4  1 

©■  tC  » 
© t*  i 
CM  i 

i 

l 

1 

l 

l 
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652, 649 

i 

0©NWN0  i 
© CM  CM  © • 

T-H  © tN.  © | 

CO  © © © 1 

© Tt<  CM  *>•  i 

CO  1 
1 
1 
1 
1 
1 
( 

505,  547 

© © © © 00  © i 
© © 1 
^ © 1 

CM  CM  I 
CO  © 1 

^ 1 
1 
1 
1 
1 
1 
1 

525,  053 

Estimated 
payments 
during  1959 

1 

© O © © T— i CO  1 
0>0(N©10  l 
rHCOOOON  1 

r-T  ©*  cm~  *-T  r>T  i 
CO  CM  N CS  © i 

f&co  cm  © ^ i 
cf  i 

i 

i 

i 

» 

3, 708,  593 

l 

© © i-4  00  © © 1 

©HCOHC5  • 

CO  CM  I-H  iH  1 

*-T  1 © co"  ! 

1 © © 1 

II  hN  i 

r— t I 
l 
l 
l 
i 

00 

© 

© 

C2 

© 

0 

-317 
13,  Oil 
38,  795 
300, 613 
2,  574, 426 

2,  926,  528 

0 

0 

0 

1,001 
329, 371 
2, 831, 187 

3,161,559 

Unpaid 
accrual  as  of 
June  30,  1958 

i i 

© O © O i-H  1 1 

©>0(N©  I i 
1-H  CO  © QO  t i 

hiO(Mh  i i 
CO  CM  CM  i l 

CO  CM  © I i 

l 1 
l i 
l t 
I I 
1 I 
t t 

1,300,840 

l i 

O©H00©  1 l 

©HCON  I 1 

CO  CM  © i 1 

~ i -f  : ! 

1 © i i 

B i # 

i I 

l i 

i i 

i i 

I i 

i i 

402, 957 

1 1 

© CO  00  © 1 i 

H © T-H  Tt<  | I 

CO  CM  CO  l I 

1 ©‘©cT  ! ! 

© 00  co  1 1 

CO  1 1 

1 1 

1 1 

1 1 

1 1 

1 1 

1 1 

481,649 

1 1 

© © © r-*  © 1 1 

© © 1 1 

© 00  i » 

9-4  r-4  1 1 

© 1 1 

CO  1 » 

1 1 

1 1 

1 1 
1 1 

1 I 

1 1 

362, 870 

Total  paid 
through 
1958 

$1, 345, 043 
1, 773, 367 
1,975,108 
2, 302, 868 
2, 600, 665 

9,  997, 051 

684,414 
815, 000 
1, 182, 456 
1, 178, 997 
1, 420, 408 

5,  281,  275 

1,  263,  674 
1,919,199 
2, 124,  753 

2,  294,  708 
2, 338,  201 

9,  940,  535 

2, 109,  725 
2,  555,  284 
2, 477,  382 
2, 532,  594 
2, 116,  217 

11,791,202 

Actual  pay- 
ments dur- 
ing 1958 

0 

$50. 674 
210,  610 
453, 045 
2, 600,  665 

3, 314, 994 

0 

0 

0 

99, 493 
1,420,408 

1,  519,  901 

0 

0 

-1 
233, 848 
2, 338,  201 

2,  572, 048 

0 

0 

0 

206,  236 
2, 116,  217 

2,  322, 453 

Estimated 
subsidy 
accrual » 

$1,345, 043 

1.854. 467 

2. 300. 467 

2,  575, 388 

3,  222, 526 
2, 631, 424 
2, 772, 624 

16,  701, 939 

684, 414 
813, 605 
1,182,467 
1, 178, 759 
1, 824,  987 
2,  210,  376 
2, 457, 635 

10,  352,  243 

1,  263,  674 
1, 918,  882 
2, 190,  961 
2, 380, 126 
2, 668,  541 
2, 950, 426 
3, 097,  052 

16, 469, 662 

2, 109,  725 
2, 555,  284 
2,  477,  382 
2,  533,  595 
2,  478,  086 
3, 323, 742 
4,  615,  347 

20,093,161 

Fiscal  year 
of  carrier 
operations 

III' 
fill 
III* 
1 1 1 1 

1 | 1 1 

^lOONOOOS©  l Tt«©©C*00©©  i ^©©N-OO©©  • 00  © © • 

©©©©©©CO  1 ©©©©©©©  l ©©©©©©CO  i ©©©©©©©  i 

©©05©©©©  1 ©©©©©©©  l ©©©©©©©  1 ©©©©©©©  I 

HHHHHHH  1 HHHrtHHH  1 HHHHHHH  • HHHHHHH  1 

1 1 1 1 

III* 

! I 1 

1 I 1 1 

LOCAL  SERVICE  OPERATIONS 
Allegheny 

Total 

Bonanza 

Total 

Central - 

Total 

Frontier 

Total.  
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Unpaid 
accrual  as  of 
June  30,  1960 

0 

C 

C 

0 

c 

0 

$274, 66C 

274, 66C 

UUUUUUU 

c 

0 

c 

0 

0 

0 

265, 891 

265,  891 

OOOOOOOO 

CO 

CO 

*©" 

CD 

CM 

265, 338 

o 

Estimated 
payments 
during  1960 

ooooo»oo 
§ 8 

dsf 

CM  05 

"ct 

3, 164, 305 

ooooooo 

O 

ooooooo 

CO  © 
CD  O 

©co 

CM  U- 
CM  CD 

CM 

2, 893, 664 

OOOOOOO 
05  o 

oo  o 
cm'  h 

*0  40 
CM  00 

cm" 

3, 103,894 

o 

Unpaid 
accrual  as  of 
June  30,  1959 

o o o o o 40  ! 

O 4 
CO  1 

r-T  1 
H 1 
CM  i 
i 
i 
i 
i 
I 
i 

211, 305 

ooooooo 

o 

ooooo^  ! 

CD  i 
CD  i 

O ! 
Cl  i 
CM  i 

i 

i 

i 

i 

i 

i 

220, 664 

ooooo ^ ! 

05  1 

00  • 

cm"  • 

*D  I 
CM  • 

i 

i 

i 

i 

i 

i 

252, 894 

© 

Estimated 
payments 
during  1959 

0 

0 

0 

0 

$205,  910 
2, 274, 631 

2, 480,  541 

ooooooo 

o 

i 

0005H40TH  1 

^^OOO  i 
© CD  ^ CO  1 

crTc©  oTtcT  i 
id  00  t>-  1 
CM  ^ CO  1 

CM  I 

i 

i 

i 

i 

3, 164,  479 

0 

-342 

0 

2,163 
247,  527 
2,  722, 331 

2, 971, 679 

o 

Unpaid 
accrual  as  of 
June  30,  1958 

0 

0 

0 

0 

$205, 910 

205, 910 

ooooo  ! ! 

1 1 
1 1 
1 1 
1 1 
t 1 
1 1 

1 

1 1 
1 1 
1 1 
1 1 

o 

0 

0 

53, 049 
246,  641 
489, 405 

789,095 

0 

-342 

0 

2,163 
247, 527 

249,348 

o 

Total  paid 
through 
1958 

$1, 643, 668 
1,847,831 
1,676,101 
2,481,143 
2, 270, 085 

9,918, 828 

1.035,  052 
1,234, 007 
1, 153,  383 
404,  782 
0 

3, 827,  224 

1,  414,  246 
1,  706,  018 
1. 693.  840 
1, 888, 883 
1, 788, 661 

8,491,648 

1, 983, 331 
2,467, 789 
2,470,301 
2,881,901 
2,706,835 

12, 510, 157 

1, 148, 147 

Actual  pay- 
ments dur- 
ing 1958 

0 

0 

0 

$211, 960 
2, 270,085 

2,482,045 

O O 05  00  O 1 4 
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accrual  during  the  fiscal  year  and  unpaid  at  the  end  of  the  fiscal  years  1958-60 — Continued 
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international  operations— Continued 
Pan  American 

Total 

Trans  World, 

Total,  international  operations 

Total 

Total,  all  carriers 

Total 

1 Excludes  $16,086,084  for  subsidy  accrual  during  1954  prior  to  Reorganization  Plan  No.  10  and  paid  by  Post  Office  Department. 
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Service  Mail  Pay  and  Subsidy  for  United  States  Certificated  Air  Carriers 

Civil  Aeronautics  Board,  October  1958 

This  report  is  the  eighth  in  the  annual  series  identifying  the  service  mail  pay 
and  subsidy  for  the  United  States  certificated  air  carriers.  Part  I of  this  report 
contains  revisions  of  the  prior  estimates  issued  in  October  1957,  for  each  of  the 
fiscal  years  1951-59,  as  well  as  initial  estimates  for  the  fiscal  year  1960.  Part  II 
deals  with  the  long-range  trend  in  subsidy  for  the  future. 

PART  i 

Summary  for  'period  through  fiscal  year  1960 

The  total  subsidy  accrual  for  air  carrier  operations  during  the  fiscal  year  1960  is 
estimated  at  $61,786,000.  This  is  $10,455,000  in  excess  of  the  revised  estimate  of 
$51,331,000  for  fiscal  year  1959.  (See  table  No.  1,  following  p.  13.) 

The  local  service  carriers  will  receive  the  major  portion  of  the  increase.  The 
Congress  has  indicated  clearly  its  desire  to  foster  and  develop  modern  and  efficient 
air  transportation  for  the  smaller  communities  which  these  carriers  serve.  The 
Board’s  program,  part  of  which  has  been  implemented,  has  been  designed  to 
carry  out  the  congressional  mandate,  and  to  derive  the  maximum  benefit  from 
each  subsidy  dollar.  The  Board’s  objectives  include  reexamination  of  the  car- 
riers’ routes,  aid  in  reequipment  problems  and  the  development  of  incentives  and 
procedures  designed  to  produce  an  increasingly  more  economic  and  efficient  air 
transport  system. 

All  domestic  trunkline  operations  are  expected  to  be  subsidy  free  in  fiscal  year 
1960,  as  detailed  in  appendix  No.  1.  The  Hawaiian  carriers  became  subsidy  free 
during  fiscal  year  1957.  However,  a sugar  strike  in  the  islands  made  it  necessary 
for  those  two  carriers  to  petition  for  financial  assistance  during  fiscal  years  1958 
and  1959.  The  estimates  anticipate  that  these  carriers  will  again  be  self-sufficient 
by  fiscal  year  1960.  In  addition,  it  is  estimated  that  all  United  States  carriers 
operating  internationally  will  be  subsidy  free  in  fiscal  year  1960  with  the  exception 
of  the  Latin  American  operations  of  one  carrier. 

The  major  portion  of  the  subsidy  estimated  for  fiscal  year  1960  is  required  for 

(1)  the  local  service  carriers,  (2)  the  helicopter  operators,  and  (3)  the  carriers 
providing  service  to  and  within  Alaska,  as  summarized  below. 

Local  service  carriers 

The  subsidy  estimated  for  the  local  service  carriers  constitutes  over  75  percent 
of  the  total  subsidy  requirement  for  fiscal  year  1960.  This  estimate  does  not 
reflect  the  impact  of  route  awards  which  may  be  made  in  cases  now  being  processed 
by  the  Board  nor  does  it  reflect  the  effect  on  subsidy  of  the  reequipment  plans  of 
various  carriers  which,  at  this  point,  have  not  yet  been  announced. 

In  the  October  1957  report  the  Board  pointed  out  that  the  subsidy  then  esti- 
mated for  fiscal  year  1959  for  this  group  of  carriers  might  be  increased  by  as  much 
as  $6  million  as  related  to  the  above  factors.  At  that  time,  the  Board’s  objectives 
for  improving  service  to  the  public  and  increasing  local  carriers’  productivity 
included:  (1)  A program  for  reexamination  and  modification  of  route  structures 
where  appropriate:  and  (2)  sponsoring  legislation,  later  enacted,  which  would  aid 
in  financing  more  modern  equipment  with  Government  guaranteed  loans.  In 
addition,  the  Board  also  noted  that  it  was  undertaking  to  develop  revised  mail 
rate  machinery  being  designed  to  provide  added  incentives  to  management  to 
maximize  revenues  and  minimize  costs. 

The  current  estimates  reflect  the  progress  that  has  been  made  toward  the 
attainment  of  these  objectives.  Accordingly,  these  estimates  for  the  individual 
carriers  are  intended  to  reflect  (1)  all  route  awards  embodied  in  formal  decisions 
or  announcements  by  the  Board,  including  adjustments  to  operating  authority; 

(2)  plans  the  carriers  have  made  in  reequipping  with  more  modern  and  efficient 
aircraft;  and  (3)  the  cost  effect  of  these  new  services  and  equipment.  The 
validity  of  these  estimates  depends,  to  a large  degree,  on  the  time  the  new  aircraft 
are  acquired  and  put  into  service  and  when  the  routes  awarded  will  be  activated. 

The  Board’s  continuing  program  for  providing  improved  service  to  the  smaller 
communities  and  expanding  these  services  to  communities  which  have  never  had 
air  service  has  moved  forward  in  a satisfactory  manner  until  at  the  present  time 
approximately  400  such  communities  are  being  served  by  the  local  service  carriers. 

Although  it  Is  anticipated  that  new  equipment  and  expanded  route  systems 
will  tend  to  increase  the  subsidy  requirement  in  the  years  immediately  ahead  they 
should,  after  a period  of  integration,  make  a substantial  contribution  toward 
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reversal  of  this  trend.  So  far  as  fiscal  1960  is  concerned,  as  noted  above,  the 
subsidy  estimated  for  each  carrier  does  not  purport  to  reflect  the  impact  of  possible 
route  changes  involved  in  pending  proceedings  nor  the  acquisition  of  additional 
newer-type  equipment  beyond  that  currently  planned  to  be  ordered.  It  is  esti- 
mated that,  for  the  local  carriers  as  a group,  such  factors  will  result  in  an  added 
subsidy  requirement  of  approximately  $4,500,000  for  fiscal  year  1960.  This 
amount  is  not  reflected  in  the  succeeding  tables  and  appendixes  because  it  is  not 
possible  to  particularize  the  portion  of  the  $4,500,000  to  be  assigned  to  individual 
carriers.  This  amount  should  be  added  to  the  $44,458,000  identified  for  the 
various  local  carriers,  resulting  in  an  estimated  total  subsidy  figure  of  $48,958,000 
for  the  local  carriers  for  fiscal  1960  and  a resulting  total  of  $61,786,000  for  the 
industry. 

Helicopter  operators 

The  subsidy  for  the  three  helicopter  operators  is  estimated  to  be  $4,873,000  for 
fiscal  year  1960.  The  approximate  10-percent  increase  in  the  estimate  results 
from  the  substitution  of  passenger  equipment  for  prior  nonpassenger  aircraft  and 
the  integration  of  later  models  of  passenger-carrying  helicopters. 

Alaskan  carriers 

The  subsidy  requirement  for  the  Alaskan  carriers  for  fiscal  year  1960  is  esti- 
mated to  be  $7,128,000,  a substantial  increase  over  prior  years.  In  the  past 
these  carriers’  operations  performed  for  the  military  have  contributed  to  a marked 
degree  toward  the  reduced  need  for  subsidy  support.  However,  the  amount  of 
military  charter  contracts  with  the  scheduled  carriers  has  declined  considerably. 
As  a result  of  this  factor  as  well  as  cost  increases,  the  carriers’  subsidy  require- 
ments have  increased  substantially. 

In  pending  proceedings  the  Board  is  reexamining  the  route  structures  of  both 
States-Alaska  and  intra-Alaska  carriers  with  a view  toward  improving  service 
to  the  public  in  this  area  and  reducing  subsidy  support. 

Service  mail  payments 

The  data  concerning  service  mail  payments  and  the  volume  of  mail  transported 
are  as  provided  by  the  Post  Office  Department. 

The  carriers  have  continued  to  improve  service  to  the  public  and  make  expanded 
mail  services  available  to  the  Post  Office  Department.  At  the  same  time  the 
unit  price  paid  to  the  carriers  for  the  movement  of  mail  by  the  Department  has 
declined.  The  Department’s  experimental  program  for  transportation  of  non- 
priority mail  has  been  continued,  consistent  with  services  rendered  during  the 
prior  year. 

Bases  of  report 

The  basic  techniques  in  determining  the  various  amounts  for  all  fiscal  years 
are  those  utilized  in  the  reports  for  1954-57.  Consistent  with  these  reports,  the 
data  as  regards  such  payments  are  presented  on  an  accrual  basis,  and  do  not 
necessarily  correspond  with  the  cash  disbursements  for  each  fiscal  year. 

In  accordance  with  established  practice,  this  report  reflects  (1)  such  changes 
as  have  resulted  from  mail  rate  orders  of  the  Board  issued  since  the  preparation 
of  the  October  1957  report,  (2)  the  passenger  fare  increase  effective  February  10, 
1958,  and  (3)  the  most  recent  traffic,  operating,  and  financial  data  tor  all  carriers. 
The  totals  for  the  years  1951-58  are  not  final  since  there  are  some  carriers  for 
which  final  rates  are  not  yet  completed  for  such  periods;  but  in  all  cases  where 
rates  have  been  concluded,  the  resulting  payments  are  shown.  The  data  for  the 
fiscal  years  1959  and  1960  are,  of  course,  estimated.  The  carrier  group  and 
industry  totals  for  the  years  1951-53  are  shown  in  tables  No.  1 and  No.  2,  but 
the  carrier  detail  is  omitted  since  the  data  are  the  same  as  in  the  prior  report. 

The  estimated  service  mail  pay  and  subsidy  accruing  for  the  fiscal  years  1959 
and  1960  are  based  on  the  following  assumptions,  and  changes  in  any  of  these 
factors  could,  of  course,  affect  the  estimates: 

(1)  The  continuation  of  the  current  level  of  economic  activity; 

(2)  The  route  and  fare  structures  of  the  various  carriers  as  constituted  on 
October  1,  1958,  in  accordance  with  decisions  in  effect  or  announced  as  of 
that  date; 

(3)  Projected  cost  levels; 

(4)  The  mail  rates  embodied  in  orders  of  the  Board  issued  since  the  prepa- 
ration of  the  previous  report;  and 

(5)  The  estimates  of  mail  volume  as  provided  by  the  Post  Office  Depart- 
ment. 
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Determination  of  subsidy 

Since  the  Board  is  required  to  determine  subsidy,  and  to  fix  rates  for  the  service 
of  transporting  mail  (i.e.,  service  mail  pay),  only  in  formal  proceedings  after  notice 
and  hearing,  the  estimates  in  this  report,  as  in  all  prior  reports,  are  made  solely 
for  administrative  purposes  and  do  not,  of  course,  represent  a Board  determina- 
tion of  issues  pending  in  any  current  proceeding.  For  the  information  of  the 
public  at  large,  however,  there  are  summarized  below  the  general  principles 
applicable  to  the  formal  determination  of  subsidy  and  service  mail  pay. 

Section  406  of  the  Civil  Aeronautics  Act  authorizes  the  Board  to  fix  mail  rates 
to  further  and  promote  the  development  of  air  transportation  to  the  extent  and 
of  the  quality  required  for  the  commerce  of  the  United  States,  the  postal  service, 
and  the  national  defense.  Payments  for  the  service  of  transporting  the  mail 
are  made  by  the  Post  Office  Department  at  rates  established  by  the  Board,  such 
rates  being  termed  service  mail  rates.  To  the  extent  that  various  carriers  meet  the 
standards  for  a subsidy  set  out  in  the  act,  the  amount  thereof  is  determined  and 
paid  by  the  Board.  The  rate  for  each  carrier  is  determined  pursuant  to  the  act 
only  after  notice  and  opportunity  for  hearing  and  is  subject  to  judicial  review. 
Many  mail  rate  cases  are  processed  by  the  conference  procedure  with  representa- 
tives of  the  carriers,  the  Post  Office  Department,  and  the  Board,  although  at 
any  given  time  cases  of  varying  importance  are  being  tried  formally  before  the 
Board  and  its  hearing  examiners.  The  conference  procedure,  which  is  detailed 
in  the  Board’s  published  rules  of  practice,  has  proven  to  be  an  economical  and 
efficient  method  of  narrowing  areas  of  conflict  and  expediting  the  necessary  Board 
determinations.  Whether  the  informal  conference  procedure  or  the  formal 
hearing  procedure  is  utilized,  no  mail  rate  is  finalized  without  opportunity  for 
objection  by  interested  parties,  including  the  Postmaster  General,  and  the  ob- 
servance of  all  statutory  procedural  and  substantive  requirements. 

Once  a carrier  has  been  certificated  for  carriage  of  mail,  provision  of  mail  pay, 
including  subsidy  in  those  situations  where  the  carrier  demonstrates  a statutory 
need  for  subsidy,  is  made  mandatory  by  the  act  for  the  duration  of  the  carrier’s 
operations  under  its  certificate.  The  policy  of  the  Board  has  been  to  establish 
a subsidy  rate,  where  required,  in  an  amount  sufficient  to  cover  the  carrier’s 
operating  loss  incurred  under  honest,  economical  and  efficient  management  and 
provide  it  an  opportunity  to  earn  a fair  return  (after  taxes)  on  the  investment 
used  and  useful  in  the  carrier’s  air  transportation  services. 

Neither  the  act  nor  the  Board  guarantees  that  each  carrier  will  earn  a profit  at 
the  above  levels,  but  the  rates  are  established  so  as  to  provide  reasonable  oppor- 
tunity to  do  so  under  conditions  of  honest,  economical  and  efficient  management. 
In  other  words,  as  construed  by  the  Supreme  Court,  the  statute  embodies  a public 
utility  rate  regulatory  pattern,  under  which  losses  incurred  by  carriers  in  past 
years  while  on  closed  rates  cannot  be  made  up  with  subsidy  in  fixing  future  rates; 
and  at  the  same  time,  profits — if  any — exceeding  that  forecast  at  the  time  the 
rate  was  established,  and  normally  due  to  improved  managerial  efficiency,  cannot 
be  recaptured  by  the  Government.  However,  the  Board  has  the  power  under 
the  act  to  reopen  rates  prospectively  on  its  own  initiative.  Pursuant  to  this 
power,  the  Board  maintains  a continuing  review  of  all  established  mail  rates,  and 
has  reopened  numerous  rates,  including  those  of  self-sufficient  as  well  as  subsidy 
carriers.  In  this  manner,  the  Government  ultimately  reaps  the  benefit,  through 
decreased  mail  payments,  of  the  economies  effected  by  the  carriers — economies 
which  management  has  maximum  incentive  to  develop  because,  while  operating 
under  a closed  rate,  the  carrier  bears  the  risk  of  losses  but  at  the  same  time  has 
the  benefit  of  bettered  earnings  resulting  from  improvements  in  operations. 

The  total  of  the  subsidy  in  any  given  case  depends  upon  the  volume  of  service 
and  extent  to  which  the  revenues  of  the  carrier  from  all  commercial  sources  (in- 
cluding the  service  mail  payments  from  the  Postmaster  General)  fail  to  meet  its 
prudently  incurred  costs.  In  establishing  mail  rates  since  1938,  the  Board  has 
developed  ratemaking  principles  of  general  applicability  to  implement  the  mandate 
of  section  406(b)  of  the  act  that  only  those  losses  which  are  incurred  under  “honest, 
economical,  and  efficient  management”  shall  be  underwritten  with  subsidy. 
Therefore,  the  basic  determinations  in  mail  rate  cases  involve  (1)  reasonableness 
of  capacity  operated;  (2)  reasonableness  of  costs;  (3)  the  proper  investment  base 
to  be  recognized  for  rate  purposes  and  the  related  fair  return;  and  (4)  the  amount 
of  revenue  to  be  recognized  for  rate  purposes. 

While  the  Board  has  no  power  to  limit  the  number  of  schedules  operated  by  a 
certificated  air  carrier,  it  can  and  does  refuse  to  provide  subsidy  for  schedules  in- 
stituted by  management  which,  from  a business  standpoint,  do  not  appear  to  carry 
any  hope  of  being  profitable  or  are  otherwise  not  justified.  The  Board  has,  in 
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many  instances,  decreased  the  subsidy  which  would  otherwise  be  required  by  re- 
fusing to  underwrite  nonproductive  operations  over  various  segments  of  a carrier’s 
routes. 

One  important  technique  employed  in  determining  the  reasonableness  of  costs  is 
comparison  of  the  expenses  of  any  given  carrier  with  those  of  like  carriers.  Where 
one  carrier’s  costs  exceed  those  of  comparable  carriers,  the  excess  will  not  be  recog- 
nized by  the  Board  unless  there  may  be  circumstances  which  clearly  justify  doing 
so.  Apart  from  costs  not  allowed  as  the  result  of  application  of  the  comparative 
technique,  various  other  expenses  are  not  allowed  based  upon  differing  considera- 
tions. For  example,  it  is  the  firm  rule  of  the  Board  that  expenses  in  the  nature  of 
charitable  contributions,  costs  of  entertainment,  or  excessive  salaries  will  not  be 
underwritten  with  subsidy. 

In  determining  the  recognizable  amount  of  revenues,  all  sources  thereof  are 
scrutinized.  In  the  case  of  profits  earned  by  the  carriers  for  services  performed  in 
military  airlift  operations,  for  example,  the  amount  of  such  profit  has  been  ac- 
counted for  in  determining  the  subsidy  required  by  such  carriers  and  the  subsidy 
correspondingly  decreased.  Net  revenues  from  other  types  of  transactions,  such 
as  charters,  are  similarly  deducted  in  determining  a carrier’s  subsidy  requirement. 

The  procedures  of  the  Board  provide  for  a continuous  review,  on  as  extensive  a 
basis  as  its  resources  will  permit,  of  the  overall  situation  with  respect  to  the  sub- 
sidized carriers.  Their  operations  are  reviewed  to  determine  whether  particular 
services  have  become  so  costly  as  to  require  elimination  completely  or  whether  the 
carrier’s  route  structure  should  be  modified  in  such  manner  as  to  decrease  its 
dependence  upon  the  Government  for  subsidy. 

It  is  also  the  Board’s  policy  to  maintain  a continuing  review  of  the  financial 
results  of  each  carrier  operating  under  a final  mail  rate,  so  as  to  permit  reduction 
of  the  rate  itself  where  a decreasing  subsidy  requirement  is  indicated.  This  con- 
tinuing review  is  not  confined  to  the  subsidized  carriers,  but  extends  also  to  car- 
riers on  subsidy-free  rates. 

PART  II 

Long-range  subsidy  trends 

Purpose  of  subsidy—  Provision  for  payment  of  subsidy  by  the  Board  to  air 
carriers  is  made  in  section  406  of  the  act.  Subsidy  for  the  various  air  carriers 
assists  in  achieving  national  policy  objectives  set  out  by  the  Congress.  In  time 
of  war  it  assures  a reservoir  of  trained  pilots,  airline  personnel,  and  modern  air- 
craft. As  a result  of  having  been  strengthened  through  subsidy  support,  the 
industry  is  ready  at  any  time  to  provide  such  personnel  and  equipment.  Apart 
from  national  defense  considerations  it  has  been  and  will  continue  to  be  one  of  the 
most  effective  means  of  advancing  the  commerce  of  the  United  States.  Although 
the  carriers  receive  the  subsidy,  it  is,  in  effect,  the  smaller  communities  that  are 
the  direct  beneficiaries  thereof  through  the  operations  of  the  relatively  smaller 
carriers,  such  as  the  local  service  carriers.  Congress  has  chosen  to  develop  modern 
and  efficient  air  transportation  for  these  communities  by  subsidy  under  section  406 
of  the  Civil  Aeronautics  Act.  The  purpose  of  this  part  of  this  report  is  to  indicate 
the  long-range  subsidy  prospects  for  such  carriers  in  carrying  out  the  congressional 
mandate  and  to  describe  the  current  program  of  the  Board  which  has  been  de- 
signed to  get  the  maximum  benefit  from  each  subsidy  dollar. 

Current  level  and  future  trend  of  subsidy  - — The  table  below  shows  the  estimated 
subsidy  for  the  local  service  carriers  as  a group  and  for  the  entire  industry  for  each 
of  the  years  1946  through  1960. 


[In  thousands] 


Fiscal  years 

Local  service 
industry 

Industry 

subsidy 

Fiscal  years 

Local  service 
industry 

Industry 

subsidy 

1946 

$1, 081 
3, 674 
9.  411 
12,  396 
15,  048 

17,  310 

18,  990 
21,  850 

$19,  738 
40,  349 

62,  493 
75,  732 
83,  512 
69,  649 

63,  536 
66,  691 

1954 

$24,  299 
22,  571 
24,  636 
28,  646 
33,  340 
36,  704 
i 48, 958 

$64, 309 
44,  714 

43,  768 

44.  579 
48,  311 
51,  331 

i 61,  786 

1947 

1955 

1948 

1956 

1949 

1957 

1950 

1958 

1951 

1959 

1952 

1960 

1953 

i Includes  $4,500,000,  not  Identified  by  carrier,  referred  to  in  pt.  I. 
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In  order  to  better  understand  the  reasons  for  the  current  level  of  subsidy  and 
what  the  future  trends  may  be,  it  is  necessary  to  break  out  these  totals  by  carrier 
groups. 

In  fiscal  1951,  the  domestic  trunkline  carriers  required  approximately  $17 
million  of  subsidy;  and  the  subsidy  bill  for  the  local  service  carriers  was  approxi- 
mately the  same.  The  balance  of  the  subsidy  was  accounted  for  by  the  three 
international  areas,  Latin  American,  transatlantic,  and  transpacific — each  re- 
quiring about  $10  million. 

The  situation  has  changed  markedly  since  1951.  Of  the  $61,786,000  subsidy 
estimated  for  1960,  over  three-fourths,  or  $48,958,000  is  accounted  for  by  the 
local  service  carriers  serving  within  the  continental  United  States.  The  remain- 
ing $12  million  is  attributable  to  the  helicopter  operators  ($5  million)  and  the 
Alaskan  carriers  ($7  million).  Operations  in  all  other  areas  are  estimated  to  be 
subsidy  free.  This  includes  all  domestic  trunkline  carriers  and  all  U.S.  inter- 
national carriers  with  one  minor  exception. 

Assuming  a continuing  high  level  of  economic  activity,  and  that  the  con- 
templated introduction  of  substantial  numbers  of  jet  aircraft  in  commercial 
operations  will  be  profitable,  as  a long-term  proposition  it  does  not  appear  that  the 
domestic  trunkline  carriers  or  the  U.S.  international  operators  should  require 
subsidy.  Accordingly,  the  following  discussion  of  subsidy  trends  is  concerned 
with,  first,  the  local  service  carriers,  which  account  for  79  percent  of  the  subsidy, 
and  then  the  prospects  for  the  helicopter  operators  and  the  Alaskan  carriers. 

Local  service  carriers. — In  August  1945  the  first  local  carrier  initiated  operations 
on  an  experimental  basis.  By  the  mid-1 950’s,  local  service  operations  had  ex- 
panded to  the  point  where  almost  every  State  in  the  United  States  was  served  on 
a daily  basis.  For  example,  in  calendar  1955,  local  service  carriers  operated 
50,919,000  plane  miles  in  scheduled  service  and  carried  2,897,000  passengers  for 
a total  of  523,298,000  revenue  passenger-miles.  On  the  basis  of  data  such  as  these, 
the  Congress,  in  1955,  legislated  this  experiment  into  permanency.  During  that 
year,  the  certificates  of  public  convenience  and  necessity  for  these  carriers,  which 
automatically  make  them  eligible  for  subsidy  under  section  406  of  the  act,  were 
made  permanent  as  the  result  of  action  by  the  Congress.  Since  permanent 
certification,  the  local  carriers  have  expanded  further,  flying  during  calendar 
1957,  for  example,  67,302,000  plane  miles,  with  3,956,000  passengers  or  747,285,000 
revenue  passenger-miles,  in  scheduled  service. 

The  nature  of  local  service  operations  is  such  that  it  is  inappropriate  to  predict 
that  the  13  local  carriers  as  a group  will  become  self-sufficient  during  the  fore- 
seeable future.  At  best,  it  is  believed  that  as  the  result  of  the  many  variable 
factors  hereinafter  discussed,  the  subsidy  bill  for  local  service  will  increase  for 
several  years,  but  that  then  the  trend  may  reverse. 

The  majority  of  the  13  local  carriers  operate  DC-3’s  exclusively.  Three 
operate  both  the  DC-3  and  either  Convair  or  Martin  2-engine  equipment.  One 
carrier  has  recently  inaugurated  service  with  the  Fairchild  F-27.  Several  addi- 
tional carriers  are  obtaining  F-27  aircraft  to  be  placed  in  operation  during  1958-59. 
The  economics  of  a DC-3  operation  make  it  evident  that  a step  in  the  right 
direction  is  the  reequipping  with  more  modern  and  efficient  aircraft  when  the 
public  will  use  the  added  capacity  of  the  larger  aircraft.  Today  it  costs  the  typical 
local  service  carrier  from  $1.10  to  approximately  $1.25  a mile  to  operate  the  DC-3. 
At  current  fare  levels  the  carriers  would  have  to  have  an  average  of  over  18  persons 
on  board  in  order  to  operate  without  subsidy,  whereas,  during  the  calendar  year 
1957,  the  average  number  of  passengers  on  board  local  carrier  flights  was  11. 
This  situation  stems  largely  from  the  facts  that  (a)  the  transportation  services  of 
the  local  service  carriers  are  short  haul  which  are  relatively  expensive  to  perform, 
and  ( b ) most  of  the  routes  involved  do  not  generate  a large  enough  volume  of 
traffic  to  enable  high  load  factors  to  become  reasonably  attainable. 

Accordingly,  the  subsidy  trend  for  the  local  carriers  cannot  be  reversed  unless  it 
is  possible  to  decrease  costs  and  to  increase  traffic  and  load  factors  perceptibly. 
The  Board  has  a longstanding  policy  of  permitting  these  carriers  to  experiment 
freel}7  with  commercial  rates  in  order  to  seek  an  optimum  fare  level.  Ability  to 
reduce  subsidy  by  increasing  local  service  fares  is,  of  course,  restricted  by  the 
deterrent  effect  which  such  increases  may  have  on  traffic. 

There  is  nothing  in  the  immediate  future  to  suggest  that  the  unit  costs  for  these 
operations  will  not  continue  to  rise  modestly  as  they  have  done  during  the  current 
inflationary  spiral.  Although  traffic  can  be  expected  to  increase,  the  current 
increase  has  been  due  in  large  part  to  the  addition  of  new  or  expanded  routes  and 
to  a lesser  degree  to  the  increase  in  the  average  number  of  passengers  aboard  the 
plane.  Such  expansion  results  directly  in  an  increase  in  subsidy.  For  example, 
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in  one  case  alone  (the  seven  States  area  case)  on  which  the  Board  has  recently 
announced  decision,  the  subsidy  cost  of  the  new  services  there  involved  is  approxi- 
mately $5,700,000  per  year,  or  12  percent  of  the  total  local  service  subsidy  esti- 
mated for  1960. 

While  it  is  true  that  the  withdrawal  from  service  of  routes  with  low  traffic 
potential  would  produce  savings  in  subsidy,  the  number  of  routes  which  would  have 
to  be  withdrawn  to  make  these  carriers  even  begin  to  approach  self-sufficiency 
would  be  substantial  and  a withdrawal  on  such  scale  would  so  curtail  local  service 
as  to  render  such  service  no  more  than  an  empty  gesture.  These  routes  are 
permanently  certificated  by  the  Congress  so  that  the  Board  has  a mandate  from 
the  ( ongress  to  provide  subsidy  for  adequate,  and  not  token,  service  over  these 
routes. 

This  intention  of  the  Congress  that  service,  and  accordingly  subsidy,  should  be 
provided  for  the  smaller  communities  has  been  attested  to  by  formal  action  addi- 
tional to  legislation.  Thus,  for  example,  in  the  formal  route  proceedings  various 
members  of  the  Congress  have  made  appearances  and  urged  the  certification  and 
provision  of  services  to  the  smaller  communities.  Moreover,  the  appropriations 
committees  of  the  Congress  have  not  only  acted  favorably  on  the  Board’s  request 
for  subsidy  appropriations  for  the  services  to  the  smaller  communities,  but  they 
have  manifested  an  express  intent  that  such  services  be  provided. 

Accordingly,  and  specifically  in  light  of  the  number  of  route  proceedings  pend- 
ing before  the  Board,  at  least  a cautious  and  probably  a pessimistic  view  should 
be  taken  as  to  the  possibility  that  these  carriers  as  a group  will  achieve  a subsidy- 
free  status  over  the  next  decade.  It  is  believed  that  the  trend  of  subsidy  will  be 
upwards  for  the  next  several  years  beyond  fiscal  1960  but,  thereafter,  subject  to 
the  numerous  variable  factors  which  cannot  be  predicted  accurately  today,  this 
trend  should  be  reversed. 

Helicopter  operators. — Of  the  current  $61  million  annual  subsidy  bill  for  fiscal 
1960  the  remaining  $12  million  is  distributed  between  the  helicopter  operators 
and  the  carriers  serving  within  and  to  Alaska.  The  helicopter  operators  cur- 
rently require  approximately  $5  million  of  subsidy.  This  is  a highly  experimental 
field  which  makes  a direct  contribution  to  the  national  defense  and  the  public  in- 
terest. The  current  type  helicopters  are  costly  to  operate,  but  it  is  hoped  that 
technological  advances  and  the  experience  gained  by  their  operation  will  lead 
eventually  to  production  of  a more  economical  aircraft.  Until  such  time  as 
a more  economical  helicopter  type  can  be  produced,  it  is  the  stated  policy  of 
the  Board  to  maintain  the  certificated  helicopter  experiment  in  approximately 
its  present  framework.  Increases  in  costs  and  the  introduction  of  more  advanced 
helicopters  will  tend  to  raise  the  bill  modestly  from  year  to  year.  However,  there 
is  no  current  intention  to  certificate  additional  helicopter  services.  The  state  of 
the  art  has  been  improving,  but  a larger  type  helicopter  with  an  economically 
sound  potential  is  not  yet  in  production  for  commercial  purposes.  When  it  is 
produced  and  introduced  in  commercial  operations,  we  believe  there  will  be  a 
bulge  in  the  subsidy,  followed  by  a reversal  of  the  trend.  It  is  too  early  to  tell 
when  this  will  take  place,  but  we  believe  that  it  will  occur  some  time  in  the  early 
1960’s. 

Hawaiian  and  Alaskan  carriers. — The  two  carriers  operating  within  Hawaii 
have  had  successive  periods  wherein  they  were  subsidized,  then  subsidy-free,  and 
now  again  appear  to  be  on  the  verge  of  self-sufficiency.  The  two  carriers  have 
claims  pending  for  subsidy  for  a limited  period  in  fiscal  1958  and  for  the  fiscal 
year  1959,  but  such  claims  are  apparently  based  on  a nonrecurring  factor  which 
should  not  be  present  in  succeeding  fiscal  years.  Accordingly,  at  this  time  it  is 
not  anticipated  that  subsidy  will  be  required  for  services  within  Hawaii. 

The  intra-Alaska  and  States-Alaska  operators  are  estimated  to  require  about 
$7  million  of  subsidy  per  annum.  As  regards  these  services,  it  is  clear  that  the 
transportation  within  and  to  and  from  Alaska  provided  by  these  carriers  is  vital 
to  the  national  defense.  Without  air  transportation,  communication  in  many 
instances  would  not  exist.  The  subsidy  for  these  services  has  ranged  between 
$5  and  $8  million  for  the  past  6 to  7 years.  Although  we  cannot  predict  that  the 
subsidy  will  be  eliminated  completely  during  the  next  decade,  we  believe  that  the 
trend  will  be  downward  for  a number  of  reasons.  The  Board  is  completing  the 
Intra- Alaska  Route  case  in  which  it  is  considering  the  realinement  of  the  service 
within  Alaska  in  order  to  make  it  more  economical.  The  Board  is  also  investigat- 
ing the  possibility  of  a reduction  in  the  number  of  carriers  participating  in  the 
States-Alaska  market  with  the  goal  of  retaining  adequate  and  efficient  service 
but  obviating  any  unwarranted  operations,  and  accordingly  decreasing  the  sub- 
sidy. In  addition,  in  accordance  with  its  practice  of  permitting  flexibility  in  fares 
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for  subsidized  carriers,  the  Board  has  recently  allowed  significant  increases  in  the 
passenger  rates  to  and  from,  and  within,  Alaska;  and  these  increases  should  help 
to  move  the  subsidy  downward. 

Long-range  subsidy  'program. — Consistent  with  the  Board’s  philosophy  of  deriv- 
ing the  maximum  benefit  from  subsidy  payments,  the  Board  has  evolved  a three- 
fold program  that  is  being  implemented  as  rapidly  as  possible. 

The  first  part  of  the  program  involves  the  reequipment  of  these  carriers  with 
more  modern  aircraft  than  the  present  fleets,  since  it  appears  that  with  the  present 
equipment  such  carriers  would  be  doomed  to  a subsidy  status.  In  this  connection 
the  Board  sponsored  the  recently  enacted  guaranteed-loan  legislation,  and  a num- 
bei  of  carriers  have  already  taken  advantage  of  the  opportunity  to  reequip  and 
thus  provide  improved  public  service. 

It  is  believed  that,  while  the  new  equipment  will  initially  require  more  subsidy, 
in  the  long  run  it  will  reduce  the  subsidy  requirements  of  these  carriers. 

While  normal  traffic  growth  and  the  traffic  stimulation  created  by  the  equipment 
itself  may  accomplish  this  result,  the  strengthening  of  the  route  structures  dis- 
cussed below  is  an  essential  element  which  in  many  cases  may  spell  the  difference 
between  success  and  failure  in  integrating  the  modern  equipment  on  a sound 
financial  basis. 

Another  aspect  of  the  program  involves  the  strengthening  of  the  route  struc- 
tures. This  may  be  possible  by  means  such  as  the  addition  of  longer  haul  and 
more  dense  routes  and  the  elimination  of  weaker  points  and  segments  after  a 
reasonable  trial  period  of  operation.  An  important  facet  of  this  part  of  the  pro- 
gram is  a complete  review  of  the  route  conditions  in  current  route  certificates  for 
the  purpose  of  modifying  restrictions  not  essential  to  the  development  of  a sound 
local  service  system  unless  some  other  public  purpose  is  served  by  the  restric- 
tions. The  greater  operating  flexibility  which  modification  of  these  restrictions 
will  permit  should  be  a significant  factor  in  the  long-range  subsidy  requirements 
of  these  carriers. 

The  third  part  of  the  program  involves  a review  of  the  mail  ratemaking 
machinery  for  the  express  purpose  of  devising  an  approach  which  will  have  the 
dual  effect  of  providing  a greater  degree  of  incentive  on  the  part  of  the  carriers 
and  at  the  same  time  give  the  Board  more  effective  control  of  the  subsidy  dollar. 
It  is  our  hope  that  the  subsidy  picture  can  be  improved  if  the  carriers  are  given 
properly  designed  incentives  to  maximize  revenues  and  minimize  costs. 

In  the  light  of  the  fact  that  each  of  these  programs  is  interrelated  and  each  in 
a different  stage  of  implementation,  it  is  not  possible  to  assess  the  effect  of  the 
entire  program  at  this  time.  It  is  reasonably  certain,  however,  as  all  of  these 
forces  are  brought  to  bear  on  the  problem,  that  the  subsidy  requirements  will  be 
maintained  at  the  lowest  level  consistent  with  the  requirements  of  the  public 
convenience  and  necessity. 

U.S.  Certificated  Air  Carriers 

Table  No.  1. — Comparative  summary  of  volume  of  mail,  service  mail  pay,  and 
subsidy  estimates  for  operations  during  the  fiscal  years  1951-60 


lln  thousands] 


Fiscal  years 

Mail  ton- 
miles 

Service  mail 
pay 

Subsidy 

Total  service 
mail  pay 
and  subsidy 

1951. 

77, 387 

$44,  652 

$69, 649 

$114, 301 

1952 

92. 108 

51, 774 

63.  536 

115,310 

1953 

94,  410 

53, 879 

66,  691 

120, 570 

1954 

108.  259 

54,  763 

64, 309 

119, 072 

1955.  

131,536 

56, 452 

44,  714 

101, 166 

1956 

145,  293 

61,046 

43,  768 

104, 814 

1957 

153. 377 

65.  063 

44,  579 

109,  642 

1958 

160.  644 

68,  250 

48, 311 

116,  561 

1959 

171,  620 

72,  940 

51,331 

124,  271 

1960 

183, 050 

77, 806 

i 57,  286 

i 135, 092 

1 Including  the  $4,500,000  additional  subsidy  estimated  for  the  local  service  group  of  carriers,  referred  to 
at  p.  3 of  the  text,  the  total  estimated  subsidy  for  the  industry  for  fiscal  year  I960  is  $61,786,000,  and  the  total 
service  mail  pay  and  subsidy  is  $139,592,000. 


Table  No.  2. — Comparative  summary  of  mail  ton-miles , service  mail  pay,  and  subsidy  estimates,  fiscal  years  1951-60 

[In  thousands] 
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Appendix  No.  I. — Estimated  subsidy  accruing , by  carrier , fiscal  years  1954-60 

[In  thousands] 


Name  of  carrier 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

Domestic  trunklines: 

American 

Braniff 

$733 

$674 

Capital 

Colonial 

518 

761 

409 

187 

$368 

0 

0) 

0 

0 

Continental 

Delta 

Eastern 

National 

Northeast..  

1,868 

1,784 

1,489 

$2,  260 

$2, 853 

$1,228 

Northwest 

Trans  World 

United 

Western 

Total 

3,880 

3, 054 

1, 857 

2,  26C 

2, 853 

1,  228 



Local  service  carriers: 

Allegheny 

1,718 

922 

1,709 

2,780 

1,507 

1,021 

2.294 
1,882 
1,102 
2,011 

1.295 
1,901 
2,636 
1,  498 

23 

1,  854 
815 

1,919 

2,  555 
1,423 

675 
1,770 
1,734 
975 
1,  848 
1,234 
1,706 
2,468 
1,595 

2,300 
1,182 
2,191 
2,478 
1,361 
1,138 
1,375 
2.248 
1,508 
1. 676 
1,154 
1,747 
2,  471 
1,807 

2,575 
1,179 
2, 380 
2,  533 
1. 443 
1, 966 
1,812 
2,  712 
2,  215 
2, 482 
404 
2,136 
2,881 
1,  928 

3.  222 
1,825 
2,669 
2,  478 
1,884 
2,861 
3,192 
2,793 
2,636 
2, 476 

2,  631 
2.  210 
2. 951 

3,  324 
1,948 
2.034 
4, 604 
4,275 
2,  522 
2,486 

$2, 773 

2.  458 
3, 097 
4, 615 
1,995 
2,129 
6.036 
6.  216 
3,162 

3,  228 

Bonanza 

Central 

Frontier 

Lake  Central 

Mohawk 

North  Central 

Ozark 

Pacific  (Southwest) 

Piedmont 

Continental  (Pioneer) 

Southern 

2,  278 
2, 955 
2,071 

2,596 
2,  975 
2, 148 

2,939 

3,116 

2,694 

Trans-Texas 

West  Coast 

Wiggins . 

Total 

24,299 

22,  571 

24,  636 

28, 646 

33. 340 

36,  704 

* 44,  458 

Helicopters: 

Chicago 

432 
684 
1, 458 

424 
816 
1, 416 

441 
848 
1. 437 

874 
941 
1,  759 

1.  394 
942 
1.852 

1,  641 
962 

2.  261 

1, 726 
1. 041 
2. 106 

Los  Angeles 

New  York 

Total 

2,574 

2,  656 

2,726 

3,  574 

4,188 

4,864 

4,873 

All-cargo  carriers: 

AAXICO 

Flying  Tiger 

Piddle 

Slick 

Total 

States-Alaska  operations: 
Alaska  Airlines 

1,165 

1,029 

1.367 

979 
1, 243 
1, 371 

821 

2,075 

1,336 

846 
1, 741 
332 

1.006 
1, 502 

1,310 
1, 466 

1, 301 
1,432 

Pacific  Northern  

Pan  American- Alaska 

Total 

3,561 

3, 593 

4,232 

2,919 

2,508 

2,776 

2,733 

Intr a- Alaska  operations: 

Alaska  Airlines  . . _ 

1,063 

342 

56 

348 

270 

1,137 

279 

91 

1,156 

900 
336 
54 
354 
254 
944 
340 
57 
1. 075 

748 

339 

50 

279 

239 

715 

294 

35 

690 

748 

354 

(2) 

264 

257 

607 

770 

25 

698 

1,074 

353 

(2) 

345 

387 

659 

631 

1,101 

345 

(2) 

391 

443 

657 

613 

1,068 
336 
0 < 
383 
438 
630 
590 

Alaska  Coastal  . _ . 

Byers  _ ...  _ _ 

Cordova 

Ellis 

Northern  Consolidated 

Pacific  Northern 

Peeve 

Wien 

i,  023 

988 

950 

Total 

4. 742 

4, 314 

3,389 

3,723 

4,  472 

4,  538 

4, 395 

Hawaiian  operations: 

Hawaiian  

448 

241 

242 

61 

240 

50 

179 

37 

86 

30 

305 

85 

Trans-Pacific  

Total  

689 

293 

290 

216 

116 

390 

See  footnotes  at  end  of  table,  p.  1029. 
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Appendix  No.  I. — Estimated  subsidy  accruing , by  carrier , fiscal  years  1954-60 — 

Continued 

[In  thousands] 


Name  of  carrier 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

Transatlantic  operations: 

Pan  American-Atlantic  ..  . 

1,625 

232 

488 

437 

Trans-W  orld 

Total 

1,625 

232 

488 

437 

Transpacific  operations: 

Northwest  

2, 249 
4,  554 

Pan  American-Pacific 

3-1,065 

351 

262 

United  (Hawaiian)... 

Total 

6, 803 

-1,065 

351 

262 

Latin  American  operations: 

American 

Braniff...  

2,318 

93 

41 

1,261 

93 

867 

1,042 

834 

831 

827 

Caribbean-A  tlantic 

Colonial  

5 

(9 

(9 

0) 

(9 

Delta 

Eastern 

National 

Panagra...  . 

2,182 

11,502 

1,100 
6,  612 

Pan  American-LAD 

4, 927 

1,500 

Western 

Total 

16, 136 

9,066 

5,  799 

2,  542 

834 

831 

827 

Total,  domestic  

30, 753 
33,  556 

28, 281 
16, 433 

29, 219 
14,  549 

34, 480 
10,099 

40, 381 
7,  930 

42, 796 
8,535 

49, 331 
7, 955 

Total,  all  other 

Total,  all  carriers 

64,309 

44, 714 

43, 768 

44,  579 

48, 311 

51,331 

* 57,  286 

1 Merged  with  Eastern  June  1,  1956. 

2 Merged  with  Wien  July  9,  1956. 

* Reflects  final  system  rate  for  Pan  American  effective  Jan.  1,  1955,  Although  all  divisions  of  the  company 
were  affected,  only  in  the  Pacific  Division  a negative  amount  of  subsidy  resulted. 

* Including  the  $4,500,000  additional  subsidy  estimated  for  the  local  service  group  of  carriers,  referred  to 
at  p.  3 of  the  text,  the  subsidy  for  this  group  of  carriers  amounts  to  $48,958,000,  and  the  industry  total  to 
$61,786,000. 
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Appk.vdix  No.  II. — Estimated  service  mail  pay  accruing,  by  carrier,  fiscal  years 

1954-60 


[In  thousands] 


Name  of  carrier 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

Domestic  trunklines: 

American 

$7,  512 

$5,  632 

$6,  540 

$6,  889 

$6, 667 

$7,200 

$7,  705 

UraniiT 

918 

946 

983 

1,249 

1,433 

1,535 

1,644 

Capital  

1,316 

1,264 

1,175 

1,523 

2,225 

2,412 

2,  587 

Colonial  . 

109 

90 

91 

0) 

0) 

0) 

0 

Continental 

424 

328 

344 

388 

548 

588 

629 

Delta - 

1,589 

1,425 

1,414 

1,587 

1,740 

1,863 

1,994 

Eastern ..  . 

2, 976 

3,  587 

3, 837 

4,096 

4, 334 

4, 638 

4, 962 

National 

873 

975 

990 

1,041 

983 

1,049 

1, 120 

Northeast 

109 

127 

115 

132 

347 

372 

397 

Northwest 

1,542 

1,433 

1,647 

1,663 

1,738 

1,864 

1,996 

Trans  World ...  . .. 

5,  881 

4, 659 

4,  250 

4, 388 

4,391 

4,  713 

5, 044 

United ... 

8, 390 

8, 377 

8,  772 

8, 950 

9, 642 

10, 334 

11, 058 

Western 

807 

812 

722 

1,053 

740 

792 

847 

Total 

32,  446 

29, 655 

30,  880 

32, 959 

34,  788 

37,  360 

39, 983 

Local  service  carriers: 

Allegheny . 

101 

105 

91 

90 

111 

119 

127 

Bonanza 

34 

42 

33 

36 

37 

40 

42 

Central . ...  

102 

116 

41 

41 

46 

49 

53 

Frontier - ..  

95 

130 

116 

116 

118 

126 

135 

Lake  Central . . ... 

83 

68 

38 

39 

48 

52 

55 

Mohawk ..  . ..  ...  . .. 

31 

42 

50 

56 

61 

66 

71 

North  Central  .. 

180 

202 

179 

207 

230 

246 

264 

Ozark 

65 

89 

95 

109 

117 

125 

134 

Pacific  (Southwest) 

65 

64 

88 

111 

120 

128 

138 

Piedmont 

78 

75 

104 

101 

107 

114 

122 

Continental  (Pioneer) 

78 

98 

72 

80 

(2) 

0 

0 

Southern 

113 

124 

86 

95 

97 

104 

111 

Trans-Texas . 

150 

169 

108 

120 

116 

125 

134 

West  Coast ... 

66 

49 

48 

45 

49 

52 

56 

Wiggins 

1 

Total. 

1,  242 

1,  373 

1, 149 

1,246 

1,257 

1. 346 

1, 442 

Helicopter: 

Chicago 

77 

74 

74 

76 

56 

59 

59 

Los  Angeles 

142 

147 

128 

123 

122 

129 

129 

New  York 

104 

56 

33 

41 

48 

49 

52 

Total 

323 

277 

235 

240 

226 

237 

240 

All-cargo  carriers: 

AAXICO  

7 

17 

18 

19 

Flving  Tiger 

57 

119 

116 

124 

133 

Riddle  

25 

148 

98 

104 

111 

Slick  __  _ 

102 

223 

97 

Total- 

184 

497 

328 

246 

263 

States-Alaska  operations: 

A lask aAirlines,.  

132 

117 

108 

97 

121 

130 

139 

Pacific  Northern...  

333 

336 

320 

383 

456 

489 

523 

Pan  American- Alaska 

202 

177 

207 

230 

181 

194 

207 

Total 

667 

630 

635 

710 

758 

813 

869 

Intra-Alaska  operations: 

Alaska  Airlines 

363 

373 

396 

444 

433 

464 

497 

Alaska  Coastal.. 

126 

130 

123 

114 

115 

123 

132 

Byers 

14 

16 

20 

0 

0 

0 

0 

Cordova 

68 

71 

89 

102 

102 

109 

117 

Ellis 

39 

54 

66 

56 

61 

65 

70 

Northern  Consolidated 

256 

260 

288 

337 

358 

384 

411 

Pacific  Northern 

231 

210 

246 

240 

300 

321 

344 

Reeve 

219 

254 

275 

285 

293 

314 

336 

Wien 

277 

353 

454 

504 

497 

532 

570 

Total.  

1,593 

1,  721 

1,  957 

2.082 

2,159 

2,312 

2.477 

Hawaiian  operations: 

Hawaiian 

36 

37 

40 

41 

42 

45 

48 

Trans-Pacific 

10 

9 

10 

11 

10 

10 

12 

Total 

46 

46 

50 

52 

52 

55 

60 

See  footnotes  at  end  of  table,  p.  1031, 
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Appendix  Xo.  II. — Estimated  service  mail  pay  accruing,  by  carrier , fiscal  years- 

1954-60 — Continued 


fin  thousands] 


Name  of  carrier 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

Transatlantic  operations: 

Pan  American-Atlantic .. 

Trans  World. --  

Total. . ... 

Transpacific  operations: 

Northwest  . 

Pan  American-Pacific  ... 

United  (Hawaiian) 

Total 

Latin  American  operations: 

American 

Braniff...  ..  . . 

Caribbean-Atlantic 

Colonial 

Delta...  

Eastern.  

National.  

Panaera  ...  ...  ..  

Pan  American-LAD...  . .... 

Western 

$5, 745 
4,568 

$5,043 

4,177 

$6,  372 
5,042 

$7,  239 
5, 122 

$7,629 
5,  675 

$8,  289 
6, 136 

$8, 887 
6,561 

10,313 

9,220 

11,414 

12,  361 

13,304 

14,  425 

15,  448 

1,065 

3,595 

395 

3,245 
6, 970 
518 

5, 377 
5,770 
435 

5,  752 
5,  586 
388 

6, 148 
5, 652 
470 

6,583 
5, 849 
505 

6, 935 
6,  234 
543 

5,055 

10,733 

11,582 

11,  726 

12,  270 

12,  937 

13,  712 

85 

491 

14 

15 
105 
352 

26 
320 
1,  670 

66 
234 
16 
11 
58 
390 
33 
300 
1,  689 

52 
191 
18 
6 
60 
296 
40 
376 
1, 921 

58 

157 

24 

0) 

53 
206 
40 
469 
2, 183 

49 

120 

26 

0) 

59 

74 

43 

513 

2,224 

50 

123 

28 

0) 

61 

77 

45 

530 

2,295 

52 

127 

30 

0) 

63 
79 
46 
549 
2, 366 

Total 

Total,  domestic 

Total,  all  other 

Total,  all  carriers 

3, 078 

2,797 

2,960 

3, 190 

3, 108 

3,209 

3,312 

34,  011 
20,  752 

31,  305 
25, 147 

32,448 

28,598 

34.942 
30, 121 

36,  599 
31,  651 

39, 189 
33,  751 

41,928 
35,  878 

54,763 

56, 452 

61,046 

65,063 

68,  250 

72,940 

77, 806 

1 Merged  with  Eastern  June  1, 1956. 

2 Consolidated  with  trunkline. 

3 Merged  with  Wien  July  9,  1956. 
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Appimdix  \o.  III. — Estimated  service  mail  pay  and  subsidy  accruing,  by  carrier , 

fiscal  years  1954--60 

[In  thousands] 


Name  of  carrier 

1954 

1955 

195b 

1957 

1958 

1959 

1960 

Domestic  trunklines: 

American 

$7,  512 

$5,  632 

$6,  540 

$6,  889 

$6,  667 

$7,  200 

$7,  705 

BranifY..  ...  . . _ 

1,651 

1,620 

983 

1,249 

1,433 

1,535 

1,644 

Capital 

1,316 

1,264 

1, 175 

1,523 

2,  225 

2.  412 

2,  587 

Colonial 

627 

499 

459 

0) 

(0 

(U 

0) 

Continental... 

1, 185 

515 

344 

388 

548 

588 

629 

Delta... 

1,  589 

1,  425 

1,414 

1,587 

1,740 

1,863 

1,  994 

Eastern 

2,  976 

3,  587 

3,  837 

4,  096 

4,  334 

4,638 

4,  962 

National  

873 

975 

990 

1,041 

983 

1,049 

1, 120 

Northeast 

1,977 

1,911 

1,604 

2,  392 

3,  200 

1,600 

397 

Northwest.. 

1,542 

1,433 

1,647 

1.663 

1,738 

1,864 

1, 996 

Trans  World 

5,  881 

4,  659 

4,  250 

4,  388 

4,  391 

4,713 

5, 044 

United 

8,  390 

8,  377 

8,  772 

8,  950 

9,  642 

10,  334 

11, 058 

Western 

807 

812 

722 

1,053 

740 

792 

847 

Total 

36,  326 

32,  709 

32,  737 

35,  219 

37,  641 

38,  588 

39, 983 

Local  service  carriers: 

Allegheny ....  ... 

1,819 

1,959 

2,  391 

2,  665 

3,  333 

2,  750 

2,  900 

Bonanza. 

956 

857 

1,  215 

1,215 

1,862 

2 250 

2,  500 

Central  ...  ..  ...  . 

1,  811 

2,  035 

2,  232 

2,  421 

2,715 

3,  000 

3.  150 

Frontier . ..  _.  

2,  875 

2,  685 

2,  594 

2,649 

2,  596 

3,  450 

4,  750 

Lake  Central 

1,  590 

1,491 

1,399 

1.482 

1,932 

2,  000 

2, 050 

Mohawk ...  ...  ..  

1,052 

717 

1, 188 

2, 022 

2,  922 

2, 100 

2,  200 

North  Central 

2,  474 

1,  972 

1,  554 

2,019 

3,  422 

4,  850 

6.300 

Ozark . . ...  . 

1,947 

1,  823 

2,343 

2,  821 

2,910 

4,  400 

6,  350 

Pacific  (Southwest) 

1, 167 

1,  039 

1,  59o 

2,  326 

2.  756 

2,  650 

3,300 

Piedmont 

2, 089 

1.  923 

1,  780 

2,  583 

2,  583 

2.  600 

3,  350 

Continental  (Pioneer) 

1,373 

1,332 

1,226 

484 

(2) 

(2) 

(a) 

Southern.. 

2,014 

1,830 

1,  833 

2,  231 

2,  375 

2,700 

3. 050 

Trans-Texas 

2,  786 

2,  637 

2,  579 

3, 001 

3, 071 

3, 100 

3,  250 

West  Coast. 

1,  564 

1,644 

1,  855 

1,973 

2, 120 

2.  200 

2.750 

Wie’vins  . . 

24 

Total 

25,  541 

23,  944 

25,  785 

29,  892 

34,  597 

38, 050 

» 45,  900 

Helicopters: 

Chicago.. 

509 

498 

515 

950 

1,  450 

1,700 

1,785 

Los  Angeles. 

826 

963 

976 

1,064 

1,064 

1,091 

1,  170 

New  York 

1,  562 

1,472 

1,470 

1,  800 

1,900 

2,310 

2. 158 

Total 

2, 897 

2,933 

2,961 

3,  814 

4,  414 

5, 101 

5, 113 

All-cargo  carriers: 

AAXICO  

7 

17 

18 

19 

Flying  Tiger.  

57 

119 

116 

124 

133 

Riddle  

25 

148 

98 

104 

111 

Slick  

102 

223 

97 

Total 

184 

497 

328 

246 

263 

States-Alaska  operations: 

Alaska  Airlines.. 

1,  297 

1,096 

929 

943 

1, 127 

1,440 

1,440 

Pacific  Northern 

1,  362 

1,579 

2,  395 

2, 124 

1,  958 

1,  955 

1,955 

Pan  American-Alaska 

1,  569 

1,  548 

1,543 

562 

181 

194 

207 

Total 

4,  228 

4,  223 

4,  867 

3,  629 

3,  266 

3,  589 

3,602 

Intra-Alaska  operations: 

Alaska  Airlines 

1,426 

1,273 

1, 144 

1, 192 

1,507 

1,  565 

1,  565 

Alaska  Coastal 

468 

466 

462 

468 

468 

468 

468 

Byers 

70 

70 

70 

(4) 

(4) 

(4^ 

(4) 

Cordova 

416 

425 

368 

366 

447 

500 

500 

Ellis - 

309 

308 

305 

313 

448 

508 

508 

Northern  Consolidated 

1, 393 

1,  204 

1,003 

944 

1, 017 

1,041 

1,041 

Pacific  Northern 

510 

550 

540 

1.010 

931 

934 

934 

Reeve 

310 

311 

310 

310 

293 

314 

336 

Wien. 

1, 433 

1,  428 

1, 144 

1,202 

1,520 

1,520 

1,520 

Total 

6, 335 

6, 035 

5,  346 

5,  805 

6, 631 

6,  850 

6,872 

Hawaiian  operations: 

Hawaiian... 

484 

279 

280 

220 

128 

350 

48 

Trans-Pacific - 

251 

60 

60 

48 

40 

95 

12 

Total 

735 

339 

340 

268 

168 

445 

60 

See  footnotes  at  end  of  table,  p.  1033, 
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Appendix  No.  III. — Estimated  service  mail  pay  and  subsidy  accruing,  by  carrier, 

fiscal  years  1954-60 — Continued 


Name  of  carrier 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

Trans-Atlantic  operations: 

Pan  American-Atlantic 

Trans  World 

Total 

7,370 
4,  568 

5,275 

4,177 

6,860 

5,042 

7,676 

5,122 

7,629 

5,675 

8,289 

6,136 

8,887 

6,561 

11,  938 

9,452 

11,902 

12,  798 

13,  304 

14,425 

15,  448 

Trans-Pacific  operations: 

Northwest.. - 

Pan  American-Pacific 

United  (Hawaiian) 

Total 

Latin  American  operations- 

American 

3,314 

8,149 

395 

3,245 
6 5,  905 
518 

5,377 

6,121 

435 

5,752 

5,848 

388 

6,148 

5,652 

470 

6,583 

5,849 

505 

6,935 

6,234 

543 

11.858 

9,668 

11,  933 

11.  988 

12,  270 

12,  937 

13, 712 

85 
2,809 
107 
56 
105 
352 
26 
2,  502 
13. 172 

66 
1,  495 
109 
11 
58 
390 
33 
1,  400 
8.  301 

52 
1,  058 
18 
11 
60 
296 
40 
376 
6, 848 

58 
1, 199 
24 

0) 

53 

206 

40 

469 

3.683 

49 

954 

26 

0 

59 

74 

43 

513 

2,224 

50 

954 

28 

0 

61 
77 
45 
520 
2, 295 

52 

954 

30 

0 

63 

79 

46 

549 

2,366 

Braniff 

Caribbean-Atlantic 

Colonial 

Delta — 

Eastern 

National 

Panagra 

Pan  American— LAD 

Western 

Total 

Total  domestic 

Total  all  other 

Total  all  carriers 

19,  214 

11,863 

8. 759 

5,732 

3,942 

4,040 

4,139 

64,764 
54.  308 

59,585 

41,580 

61, 667 
43, 147 

69,422 
40,  220 

76,  980 
39,581 

81,  985 
42,286 

91, 259 
43,833 

119,  072 

101, 166 

104. 814 

109,642 

116,  561 

124, 271 

3135, 092 

1 Merged  with  Eastern  June  1,  1956. 

* Consolidated  with  trunkline. 

3 Including  the  $4,500,000  additional  subsidy  estimated  for  the  local  service  group  of  carriers,  referred  to 
at  p.  3 of  the  text,  the  total  estimated  service  mail  pay  and  subsidy  for  this  group  of  carriers  amounts  to 
$50,400,000  and  the  industry  total  to  $139,592,000. 

4 Merged  with  Wien  July  9,  1956. 

* Reflects  final  system  rate  for  Pan  American  effective  Jan.  1, 1955.  Although  all  divisions  of  the  company 
were  affected,  only  in  the  Pacific  division  a negative  amount  of  subsidy  resulted. 
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Appkndix  No.  IV. — Average  service  rates  per  ton-mile  for  transportation  of  air 

mail,  by  carrier,  fiscal  years  1954-60 


Name  of  carrier 

19541 

19551 

19561 

1957 1  2 

1958  2 

1959  2 

I9602 

Domestic  trunklines: 

American 

Cents 
43. 17 

Cents 
37.  49 

Cents 

37.16 

Cents 
36.  97 

Cents 
36. 86 

Cents 
36. 87 

Cents 
36.  87 

BranlfT  ..  

51.78 

49.  97 

49.  04 

50.  00 

43.  65 

43.  63 

43.64 

Capital 

50.  50 

49. 04 

53. 13 

49.  04 

45.  43 

45.  20 

45.42 

Colonial  

71.  71 

59.  21 

58.  90 

(3 *) 

50.  89 

(3) 

47.  79 

(3) 

47.  82 

(3) 

47.80 

Continental  __ 

68.  72 

50.  85 

51. 18 

Delta 

50.  42 

44.  74 

43.  68 

44.  73 

42.  32 

42. 31 

42.  31 

Eastern.  . 

44. 11 

41.66 

40.40 

42.  52 

41.74 

41.74 

41.74 

National 

48. 14 

41.62 

40.  39 

41.71 

41. 10 

41.07 

41.09 

Northeast 

77.  30 

86.  39 

88.  48 

86.  62 

50. 18 

50. 09 

50. 08 

Northwest  . __  

47. 00 

36.  61 

36.  62 

36.62 

37. 36 

37. 39 

37.  40 

Trans  World 

42.66 

36.  23 

35.  86 

35.  81 

40.  71 

40.  82 

40.  82 

United 

42.  77 

36.  24 

36.  03 

36. 18 

36. 10 

36. 13 

36. 13 

Western 

50.  28 

44.86 

44.  89 

44.  89 

42.  37 

42.  39 

42.40 

Local  service  carriers: 

Allegheny 

148.  53 

147.  as 

128.  30 

114.  20 

101.  87 

102.  63 

102.  44 

Bonanza 

147.83 

148. 15 

97.16 

97.16 

93.  94 

94. 29 

92. 11 

Central 

256.  41 

254.  55 

106.  94 

106.  94 

100. 00 

102. 13 

100. 00 

Frontier  ...  

91.40 

90.  83 

80.  69 

75.  76 

74. 19 

74.  44 

73. 94 

Lake  Central 

259.  38 

257.  69 

144.  90 

176.  40 

133. 33 

133.  33 

134. 15 

Mohawk 

90.  91 

90.  91 

97.  64 

100.  46 

80.  39 

90.  00 

89. 33 

North  Central. 

147.  86 

148.  78 

101.  60 

101.60 

110. 05 

109.  85 

110.14 

Ozark  ..  

147.  73 

147.  46 

124.  09 

124.  09 

98.  26 

97.  58 

96.  99 

Pacific  (Southwest) 

90. 14 

90.  91 

123.  21 

123.  21 

121.  98 

122.  68 

123. 08 

Piedmont  ..  .. 

75.  25 

74.  47 

82.  63 

91. 11 

91.58 

91. 18 

90.  83 

Continental  (Pioneer) ..  .. 

75. 00 

69.  83 

51. 18 

50.  89 

6) 

98.  95 

(<) 

99.  02 

(<) 

99. 08 

Southern...  

147.  37 

148.  78 

99. 14 

99. 14 ' 

Trans-Texas  

148.  48 

148.  60 

88.  84 

97. 18 

82.  31 

82.  73 

83.  22 

West  Coast . . ... 

146.  67 

146.  88 

120.  51 

121. 96 

121. 05 

119.  51 

118. 18 

Helicopters: 

Chicago 

256.  67 

255. 17 

258. 00 

258.  00 

254.  55 

256.  52 

256.  52 

Los  Angeles. 

258. 18 

257.  89 

258. 00 

258.  00 

259.  57 

258. 00 

258. 00 

New  York ..  . .. 

260.  00 

266.  67 

258. 00 

258.  00 

252. 63 

257.  89 

260.  00 

All-cargo  carriers: 

AAXICO  

45. 00 

39.  53 

39. 13 

38.  78 

Flying  Tiger 

45.00 

45.  00 

35.  87 

36. 04 

36.  02 

Riddle  - ---  .... 

45.  00 

41.53 

42. 06 

42.22 

Slick  

45.  00 

45. 00 

40. 00 

States- Alaska  operations: 

Alaska  Airlines . 

47. 14 

47.18 

47.16 

47.  00 

47.  27 

47. 27 

47. 12 

Pacific  Northern. . 

51.47 

49.  85 

45.  39 

47. 00 

47.  30 

47.  29 

47. 24 

Pan  American- Alaska.  . 

46.  87 

46.  83 

47. 05 

47. 00 

47. 01 

47. 09 

46.  94 

Intra- Alaska  operations: 

Alaska  Airlines 

129. 18 

128.  62 

127.  33 

129.  00 

129.  25 

129.  61 

129.  77 

Alaska  Coastal 

247. 06 

250.  00 

246.  00 

250.  00 

250. 00 

251.02 

249.  06 

Byers 

233.  33 

228.  57 

250. 00 

(5) 

250.  00 

(5) 

248.  78 

(5) 

(5) 

Cordova .... 

251.85 

253.  57 

247. 22 

247.  73 

248.  94 

Ellis  

260.  00 

245.  45 

244.  44 

250.  00 

254. 17 

250.  00 

250.  00 

Northern  Consolidated...  

129.  29 

129.  35 

127.  43 

129.  00 

129.  24 

129.  29 

129. 25 

Pacific  Northern. 

96.  25 

103.  44 

130. 16 

129.  00 

129.  31 

129.  96 

129.  81 

Reeve  . . . . 

190.  43 

225.  41 

247.  74 

250. 00 

124.  68 

124.  60 

124.  91 

Wien ... 

129.  84 

129.  20 

131.  59 

129. 00 

128.  42 

128. 19 

128.  38 

Hawaiian  operations: 

Hawaiian  

81.82 

80.  43 

81.00 

81.00 

80.  77 

80. 36 

80.  00 

Trans  Pacific  

76.  92 

81.82 

81.00 

81.00 

83. 33 

76.  92 

78.  57 

Transatlantic  operations: 

Pan  American  jA  tlantic  

75. 70 

54.  09 

53.  50 

53. 50 

53. 54 

53.  55 

53.  54 

Trans  World  

76.36 

55.66 

53. 50 

53.  50 

53. 64 

53. 63 

53. 63 

Transpacific  operations: 

Northwest..  ..  . 

57. 32 

48.13 

46. 04 

46.35 

46.36 

46.37 

46.  36 

Pan  American  Pacific 

63.37 

49.  55 

48. 34 

48. 04 

48.  49 

48. 28 

48.  24 

United  (Hawaiian)  

42. 80 

43.42 

33.37 

33.  40 

32.84 

32. 81 

32.83 

Iiatin  American  operations: 

American..  

42.93 

41.77 

43.64 

37.72 

37. 12 

36. 76 

37. 14 

Braniff . 

77.32 

60.62 

60. 60 

60.  99 

59.  70 

59. 42 

59.  62 

Caribbean-Atlantic  

127.  27 

133. 33 

138. 00 

138.  00 

136. 84 

140.  00 

136. 36 

Colonial  

75.00 

73. 33 

75. 00 

(3) 

(3) 

(3) 

(3) 

Delta 

85. 37 

74.36 

65. 41 

65. 30 

65.  56 

66.  30 

66. 32 

Eastern.  

44.11 

44.  52 

36. 18 

37. 38 

36.27 

36.  49 

36. 24 

National  

48.15 

44. 59 

40. 00 

38.  49 

36. 75 

36. 89 

36.  22 

Panagra  . 

82. 90 

65.22 

65. 30 

65. 30 

65.  35 

65. 27 

65.28 

Pan  Ampfioan — T.AD  ... 

52.  85 

47. 32 

47.41 

48. 35 

48.18 

48.19 

48.20 

^/lrPQtprn 

1 The  average  service  mail  rates  are  obtained  by  dividing  the  service  mail  pay  by  the  air  mail  ton-mile 
carried,  exclusive  of  nonpriority  mail. 

■i  The  service  rates  are  those  utilized  by  the  Post  Office  Department  in  preparing  estimates  of  service 
mail  pay. 

3 Merged  with  Eastern,  June  1, 1956. 

* Consolidated  with  trunkline. 

* Merged  with  Wien,  July  9,  1956. 
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Appendix  No.  V. — Air  mail  ton-miles,  by  carrier , fiscal  years  1954-60 

[In  thousands] 


Name  of  carrier 

1954 

1955 

1956 

1957 

1968 

1959 

1960 

Domestic  trunklines: 

American...  ..  .... 

16,  591 

13, 949 

16, 357 

17, 387 

16,  994 

18,282 

19,  578 

Braniff...  . ...  ... 

1,767 

1,891 

2,  005 

2,  499 

3,283 

3,  518 

3,  767 

Capital  ...  ..  . . . 

2,  202 

1,970 

1,754 

2,  676 

4, 011 

4, 316 

4.  621 

Colonial ...  ... 

152 

152 

145 

0) 

(0 

(0 

('■) 

Continental.. 

617 

645 

672 

747 

1,111 

1,190 

1,274 

Delta 

3,102 

3,  051 

3, 093 

3,  385 

3.  889 

4,167 

4. 462 

Eastern..  . ... 

6,  472 

7.  598 

8,  476 

8,530 

9,  236 

9, 895 

10,  596 

National. 

1,616 

1,718 

1,735 

1,786 

1,652 

1,770 

1,896 

Northeast...  . ... ...  . ... 

141 

147 

129 

152 

544 

583 

625 

Northwest ... 

3,281 

3,  911 

4,  385 

4,  322 

4,  518 

4,  841 

5. 184 

Trans  World.  

13.  236 

11,831 

10,  901 

11,378 

9,  994 

10,  707 

11,467 

United..  

19,  006 

21,628 

22,  442 

23, 019 

24,  658 

26, 418 

28,  291 

Western 

1,605 

1,547 

1,301 

1,957 

1,416 

1,517 

1,625 

Total 

69,  788 

70, 038 

73.  395 

77, 838 

81,306 

87,  204 

93. 3S6 

Local  service  carriers: 

Allegheny...  

68 

69 

78 

76 

107 

114 

123 

Bonanza . ..  . 

23 

27 

28 

31 

33 

35 

38 

Central 

39 

44 

36 

36 

44 

47 

51 

Frontier . ...  ...  . . .. 

93 

109 

111 

113 

124 

133 

142 

Lake  Central 

32 

26 

27 

21 

36 

39 

41 

Mohawk..  ....  ...  ..  . 

33 

44 

49 

54 

66 

70 

75 

North  Central 

117 

123 

156 

186 

189 

203 

217 

Ozark..  

44 

59 

74 

84 

115 

124 

133 

Pacific  f South  west).. . _. 

71 

66 

69 

86 

91 

97 

104 

Piedmont 

101 

94 

98 

90 

95 

102 

109 

Continental  (Pioneer) 

100 

116 

109 

122 

(2) 

(2) 

(2) 

Southern 

76 

82 

84 

94 

95 

102 

109 

Trans-Texas.. 

99 

107 

110 

112 

130 

139 

149 

West  Coast..  

45 

32 

37 

35 

38 

41 

44 

Wiggins 

(3) 

Total... 

941 

998 

1,066 

1,140 

1, 163 

1,246 

1,335 

Helicopters: 

Chicago. 

30 

29 

28 

29 

22 

23 

23 

Los  Angeles 

55 

57 

50 

48 

47 

50 

50 

New  York 

40 

21 

13 

16 

19 

19 

20 

Total 

125 

107 

91 

93 

88 

92 

93 

All-cargo  carriers: 

AAXICO- 

16 

43 

46 

49 

Flving  Tiger 

10 

158 

184 

197 

211 

Riddle. ... 

169 

118 

126 

135 

Slick 

24 

168 

85 

Total 

34 

511 

430 

369 

395 

State-Alaska  operations: 

Alaska  Airlines 

280 

248 

229 

279 

256 

275 

295 

Pacific  Northern ... 

647 

674 

705 

815 

964 

1,034 

1, 107 

Pan  American- Alaska 

431 

378 

440 

489 

385 

412  t 

sf  441 

Total 

1,358 

1,300 

1,374 

1,583 

1,605 

1,  721 

1,843 

Intra- Alaska  operations: 

Alaska  Airlines 

281 

290 

311 

323 

335 

358 

383 

Alaska  Coastal 

51 

52 

50 

46 

46 

49 

53 

Byers 

6 

7 

8 

(4) 

(4) 

<4) 

(4) 

Cordova.  

27 

28 

36 

41 

41 

44 

47 

Ellis 

15 

22 

27 

24 

24 

26 

28 

Northern  Consolidated 

198 

201 

226 

259 

277 

297 

318 

Pacific  Northern 

240 

203 

189 

186 

232 

247 

265 

Reeve 

115 

122 

111 

118 

235 

252 

269 

Wien..  

215 

274 

345 

397 

387 

415 

444 

Total. ..  

1,148 

1, 199 

1,303 

1, 394 

1,  577 

1,688 

1,807 

Hawaiian  operations: 

Hawaiian..  

44 

46 

50 

51 

52 

56 

60 

Trans-Pacific 

13 

11 

12 

13 

12 

13 

14 

Total 

57 

57 

62 

64 

64 

69 

74 

See  footnotes  at  end  of  table,  p.  1036. 
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Arrhvuix  No.  V. — Air  mail  ton-miles,  by  carrier,  fiscal  years  1951^-60 — Continued 


[In  thousands] 


Name  of  carrier 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

Transatlantic  operations: 

Pan  American-Atlantic 

7,  589 
5,  982 

9,  324 
7,  505 

11,  682 
9,  424 

13,  515 
9,  573 

14,248 
10,  580 

15,  480 
11,  441 

16,  598 
12,  234 

Trans  World 

Total 

13,  571 

16,  829 

21, 106 

23,  088 

24,  828 

26,  921 

28, 832 

Transpacific  operations: 

Northwest - 

1,858 

6,213 

923 

6,  742 
14,  083 
1, 193 

11,  839 

12,  523 
1, 304 

12,  411 
11,  627 
1, 163 

13,  261 
11,  657 

14, 198 
12, 115 
1,539 

14,  960 
12,  924 
1,  654 

Pan  American-Pacific 

United  (Hawaiian) 

1,431 

Total 

8,994 

22,  018 

25,  666 

25,  201 

26,  349 

27,  852 

29,  538 

Latin  American  operations: 

American..  . 

198 

158 

120 

154 

132 

136 

140 

BranifT..  

635 

386 

333 

258 

201 

207 

213 

Caribbean-Atlantic 

11 

12 

13 

17 

19 

20 

22 

Colonial 

20 

15 

8 

0) 

82 

0) 

90 

(0 

92 

0) 

95 

Delta 

123 

78 

92 

Eastern.  

798 

876 

817 

550 

204 

211 

218 

National _ 

54 

74 

101 

104 

117 

122 

127 

Panagra 

386 

460 

579 

716 

785 

812 

841 

Pan  American — 'LAD 

3, 160 

3,569 

4,  019 

4,501 

4,  616 

4,  762 

4,909 

Western.  . ..  

Total  ..  ... 

5, 385 

5,  628 

6,082 

6, 382 

6,164 

6, 362 

6, 565 

Total  domestic 

70, 854 
30,  513 

71, 143 
47, 031 

74,  586 
55,  593 

79,  582 
57,  712 

82,987 

88,  911 

95,  209 

Total  all  other.. 

60,  587 

64.  613 

68. 659 

Total  all  carriers.  

101, 367 

118, 174 

130, 179 

137,  294 

143,  574 

153,  524 

163, 868 

i Merged  with  Eastern,  June  1,  1956. 
J Consolidated  with  trunkline. 

3 Less  than  500  ton-miles. 

* Merged  with  Wien  July  1, 1956. 
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Appendix  No.  VI. — Nonpriority  mail  ton-miles , by  air  carrier , fiscal  years  1954-60 


[In  thousands] 


Name  of  carrier 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

Domestic  trunklines: 

American . _ . . 

1,851 

2, 190 

2,  435 

2,  435 

2, 146 

2,  445 

2,  592 

Capital.  

1,050 

1,  534 

i 998 

1,  093 

2,  086 

2,381 

2,524 

Continental  _ _ 

59 

63 

67 

Delta. . 

126 

301 

333 

363 

470 

498 

528 

Eastern  

628 

2, 182 

2,  216 

2,  442 

2,  491 

2,640 

2,  798 

National . 

500 

1,  353 

1,  535 

1,546 

1,  598 

1,694 

1,  795 

Northeast  

24 

4 

390 

413 

438 

Northwest  

4 

220 

429 

270 

286 

303 

Trans  World.  ...  ..  

1,  246 

1,978 

1,  806 

1,  741 

1,688 

1,790 

1,897 

United...  ...  ..  

1,  388 

2,854 

3,  626 

3,  330 

3,919 

4. 154 

4,  403 

Western ..  . ..  ...  . _ 

619 

724 

890 

748 

794 

842 

Total.. 

6,  789 

13,015 

13,  897 

14,  273 

15,  865 

17, 158 

18, 187 

Local-service  carriers: 

Allegheny ... 

3 

9 

15 

9 

5 

6 

7 

Bonanza 

(1 * 3) 

8 

17 

18 

21 

22 

23 

Central ...  ...  . 

7 

13 

8 

7 

6 

7 

7 

Frontier . ...... 

36 

104 

90 

98 

87 

92 

98 

Lake  Central  . 

(3) 

1 

2 

2 

Mohawk ...  

3 

6 

6 

8 

9 

9 

10 

North  Central..  .....  . . .. 

24 

63 

68 

59 

73 

78 

83 

Ozark..  . _ . . 

(3) 

6 

11 

18 

14 

15 

16 

Pacific  (Southwest) . 

2 

15 

12 

15 

28 

30 

32 

Piedmont.  ...  . ...  ...  .. 

7 

16 

65 

64 

67 

71 

75 

Continental  (Pioneer)..  . 

9 

55 

60 

60 

(4) 

(4) 

(4) 

Southern. :.  . 

3 

8 

11 

7 

9 

10 

10 

Trans-Texas  _.  

9 

35 

38 

30 

29 

31 

33 

West  Coast _ . .... 

(3) 

8 

13 

10 

11 

11 

12 

Total . . . 

103 

347 

416 

405 

359 

382 

406 

All-cargo  carriers: 

AAXICO  . 

Flying  Tiger . _ 

198 

261 

266 

282 

299 

Riddle 

134 

387 

257 

272 

288 

Slick 

469 

754 

321 

Total  ...  ..  ...  . ... 

801 

1,402 

844 

554 

587 

Hawaiian  carriers: 

Hawaiian  . _ ..... 

2 

1 

1 

1 

Trans-Pacific 

1 

1 

1 

1 

Total .. 

3 

2 

2 

2 

Total  all  carriers ... 

6,  892 

13,  362 

15, 114 

16,  083 

17,  070 

18,  096 

19, 182; 

1 Includes  mail  carried  during  emergency,  at  28.50  cents  per  ton-mile. 

i Emergency  mail  carried  at  28.50  cents  per  ton-mile. 

3 Less  than  500  ton-miles. 

4 Consolidated  with  trunkline. 
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General  Statement 

Mr.  Durfee.  Mr.  Chairman,  I have  a statement  to  supplement  the 
justification.  I don’t  have  a regular  prepared  statement.  I would 
like  to  make  a brief  oral  statement  to  supplement  the  justification 
which  we  have  already  filed  with  the  letter. 

Mr.  Chairman  and  members  of  the  committee,  for  “Payments  to 
air  carriers’’  we  have  requested  a supplemental  appropriation  in  the 
amount  of  $18,085,000.  The  bill,  as  passed  by  the  House,  allowed 
$12  million  or  $6,085,000  less  than  the  budget  estimate. 

We  are  now  requesting  an  amendment  of  the  bill  to  restore  $4,189,- 
000  of  the  $6,085,000  disallowed  by  the  House. 

The  difference,  or  $1,896,000,  represents  a decrease  in  the  total 
estimated  requirements  which  we  had  in  the  former  supplemental  of 
$18  million.  This  decrease  results  from  rate  orders  either  already 
issued  or  expected  to  be  issued  this  year. 

Accordingly,  our  revised  estimate  of  supplemental  appropriation 
requirements  for  payment  to  air  carriers  is  $16,189,000.  These 
additional  funds  are  needed  to  pay  the  carriers  subsidy  bills  as  they 
become  due.  We  pay  them  each  month.  The  funds  on  hand  as  of 
April  1 were  sufficient  to  permit  payment  of  only  40  percent  of  the 
amounts  due  these  carriers  in  April. 

Payment  of  the  balance  for  May  and  June  must  await  the  appro- 
priation of  the  supplemental  funds  that  we  now  request. 

NEED  FOR  SUPPLEMENTAL  FUNDS 

The  need  for  supplemental  funds  for  1959  was  foreseen  by  the 
Board  many  months  ago.  When  we  appeared  before  the  Congress  a 
year  ago  in  connection  with  our  1959  budget  estimate,  we  pointed  out 
that  these  estimates  were  understated  and  that  a supplemental  appro- 
priation would  be  required  in  1959.  The  reason  for  this  was  that 
many  factors  affecting  subsidy  requirements  were  then  in  early 
developmental  stages,  including  route  awards  in  cases  then  pending 
before  the  Board,  rising  costs  for  the  carriers  which  would  swell  their 
subsidy  bill,  the  local  service  canriers  particularly. 

It  was  not  then  practicable  to  project  how  extensive  the  factors 
would  be,  but  as  I say,  we  pointed  this  out  to  the  Congress  when  we 
appeared  last  year. 

This  situation  has  since  been  clarified  to  a considerable  extent. 
We  have  made  sufficient  progress,  particularly  in  our  handling  of 
area  route  proceedings,  which  now  enable  us  to  project  subsidy  needs 
through  the  year  1960.  This  supplemental  request  is  an  integral 
part  of  the  1960  budget  estimates  which  estimates  are  intended  to 
reflect,  among  other  things,  the  following: 

(a)  The  impact  of  all  new  routes  which  have  been  awarded,  or 
announced,  and  the  estimated  effect  of  the  new  route  awards  yet 
to  be  made. 

( b ) Operation  of  additional  services  over  existing  routes. 

(c)  The  operation  of  new  equipment  by  the  smaller  carriers. 

( d ) Increased  costs  in  accordance  with  current  trends. 

The  effect  of  increase  in  fares  and  the  rate  of  return  are  also  included. 
The  details  of  this  supplemental  estimate,  as  well  as  our  estimates  for 
1960,  are  set  forth  in  the  justification. 
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Salaries  and  Expenses 

For  “Salaries  and  expenses”  the  Board  requested  $516,000  to  pay 
increased  costs  for  salaries  authorized  by  the  Federal  Employees  Pay 
Act  of  1958.  The  House  allowed  $464,400,  a reduction  from  this  esti- 
mate of  $51,600. 

We  are  requesting  restoration  to  the  full  amount  of  the  budget  esti- 
mate. If  we  do  not  receive  this,  we  will  be  unable  to  continue  our 
presently  authorized  staff  during  the  remainder  of  the  year. 

Congress  last  year  in  recognition  of  the  Board’s  problem,  provided 
an  appropriation  for  1959  sufficient  to  enable  the  establishment  of  39 
new  positions.  Without  this  supplemental  appropriation  we  would 
not  be  able  to  fill  all  of  these  positions  authorized  by  the  Congress. 

The  Board  has  already  had  to  absorb  substantial  costs  this  year  in 
connection  with  additional  work  resulting  from  the  enactment  of  the 
Loan  Guarantee  Act  passed  last  year,  passage  of  the  Federal  Aviation 
Act,  passed  last  year,  and  in  connection  with  our  moving  to  new 
quarters  just  this  year. 

Even  without  these  unbudgeted  costs  the  Board’s  staff  has  not  been 
able  to  keep  pace  with  the  growing  volume,  complexity  and  pressure 
of  work  incident  to  the  tremendous  expansion  in  aviation  in  this 
country  and  in  international  aviation.  We  have  continued  to  fall 
further  behind  in  virtually  every  area  of  our  work. 

Accordingly,  we  seek  your  favorable  consideration  of  our  request 
for  full  restoration  of  the  amount  for  salaries  and  expenses. 

That  concludes  my  statement,  Mr.  Chairman. 

TOTAL  NET  PAYMENTS 

Senator  Magnuson.  Mr.  Chairman,  for  the  record,  it  is  now  esti- 
mated that  during  fiscal  1959  the  net  payments  total  $58,433,000. 

Mr.  Durfee.  That  is  correct,  including  the  increase  which  we  are 
now  asking;  yes. 

Senator  Magnuson.  On  this  basis  that  would  be  a deficit,  as  you 
estimated  for  the  budget  last  year,  of  $18,085,000. 

Mr.  Durfee.  That  is  correct. 

Senator  Magnuson.  That  is  due,  as  you  say,  to  three  broad  areas 
involving  new  routes,  new  equipments  scheduled  for  delivery,  which 
would  initially  result  in  increased  operating  costs? 

Mr.  Durfee.  That  is  right. 

Senator  Magnuson.  Why  did  you  put  the  word  “initially”  in  there? 

Mr.  Durfee.  Mr.  Chairman,  I think  when  we  appeared- 

PERMANENT  CERTIFICATES  AND  GUARANTY  OF  LOANS 

Senator  Magnuson.  I am  thinking  of  the  fact  that  the  chairman 
sponsored  a bill,  No.  1,  to  make  permanent  certificates; 

No.  2,  the  guarantee  of  loans,  on  the  basis  that  it  would  give  better 
financial  responsibility  to  feeders  in  particular  and  that,  therefore, 
the  subsidy  should  decrease.  Is  that  why  you  used  the  word  ‘ ‘initially’  ’ ? 

Mr.  Durfee.  That  is  correct,  yes. 

Senator  Magnuson.  Do  you  anticipate  they  will  be  in  a better 
operating  position  due  to  those  two  pieces  of  legislation? 

Mr.  Durfee.  Yes,  sir. 
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Senator  Magnuson.  But  that  in  the  beginning  when  you  bring  in 
new  equipment,  until  you  get  everything  shaken  down  and  adjusted, 
you  find  that  there  is  an  increase  in  cost  right  there  in  the  beginning 
which  you  think  will  gradually  drop  off. 

Mr.  Durfee.  Yes,  sir;  we  make  that  statement  on  the  basis  of  the 
experience  with  the  trunkline  carriers  when  they  moved  in  new 
equipment,  DC-6’s,  DC-7’s,  and  the  Constellation. 

TOTAL  SUBSIDY 

At  one  time,  1 think  in  1950,  the  total  subsidy  was  $82  million. 
That  was  largely  trunklines.  During  the  transition  period  when  they 
were  accommodating  themselves  to  the  use  of  this  new  equipment 
their  subsidy  went  up  finally  until  it  reached  $82  million  and  then  went 
down,  as  they  went  through  this  transitional  period. 

Senator  Magnuson.  I have  not  the  latest  figures,  but  it  is  my 
understanding  that  all  trunklines  are  now  off  subsidy. 

Mr.  Durfee.  All  except  one  international  carrier,  Braniff,  in  its 
South  American  operations  and  that  is  a very  small  amount. 

All  the  domestic  trunklines  are  off  subsidy  as  of  today. 

Senator  Magnuson.  I am  speaking  of  the  domestic  trunklines. 

Mr.  Durfee.  Yes,  sir. 

ALASKAN  OPERATION 

Senator  Magnuson.  Now,  you  submitted  to  the  committee  a 
breakdown  of  the  carriers,  the  estimated  payments,  in  which  you 
have  the  different  increase  or  decrease,  plus  or  minus,  and  you  have 
the  Alaskan  operation,  a plus  increase  of  $2,019,000.  Is  that  due  to 
new  services  or  to  the  new  equipment? 

Mr.  Durfee.  A large  part  of  that,  Senator,  is  due  to  a substantial 
decrease  in  the  amount  of  military  charter  business  which  has  been 
available  to  these  carriers. 

I would  say  the  greater  part  of  that  increase  is  due  to  that  fact, 
Senator. 

Senator  Magnuson.  Up  in  Alaska  a great  number  of  these  carriers 
did  participate  in  military  charter  and  that,  therefore,  added  to  their 
revenue. 

Mr.  Durfee.  Yes,  sir. 

Senator  Magnuson.  That  has  dropped  off? 

Mr.  Durfee.  It  has  diminished  extensively;  yes,  sir. 

Senator  Magnuson.  How  many  of  the  Alaska  carriers  have  new 
equipment  or  have  new  equipment  on  order;  do  you  recall? 

Mr.  Durfee.  Consolidated  has  F-27Js.  I think  they  have  one  in 
operation  now. 

Do  you  mean  new  type  of  aircraft  which  has  not  hitherto  been  used 
in  aviation? 

Senator  Magnuson.  Well,  sometimes  they  buy  not  new  equipment, 
but  better  equipment  than  they  had  in  many  cases.  Is  that  not  the 
case? 

Mr.  Durfee.  Yes,  sir. 
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INCREASE  IN  ALASKAN  AIR  TRAFFIC 

Senator  Magnuson.  Has  Alaskan  air  traffic  increased  or  decreased? 
Mr.  Durfee.  It  is  on  the  increase;  yes,  sir. 

Senator  Magnuson.  Despite  the  dropoff  in  military  passengers? 

Mr.  Durfee.  Yes,  sir. 


HAWAIIAN  OPERATION 

Senator  Magnuson.  Now,  for  the  Hawaiian  operation  you  have 
only  a plus  $12,000  estimate. 

Mr.  Durfee.  Yes,  sir. 

Senator  Magnuson.  But  you  have  the  total  of  Alaskan  operations 
and  Hawaiian  operations,  international  operations,  Braniff,  Colonial, 
and  Northwest,  some  of  them  are  minus;  Northwest  I see  is  minus 
$3,000  on  their  international  operation? 

Mr.  Durfee.  Yes,  sir. 

Senator  Magnuson.  But  the  total  of  all  carriers  is  $17  million. 
This  does  not  all  add  up  to  $17  million.  Why  is  that? 

Mr.  Durfee.  This  includes  the  local  service  areas. 

Senator  Magnuson.  I see. 

The  information  has  been  placed  in  the  record  so  that  everybody 
will  know  what  these  airlines  are  getting  in  the  way  of  subsidy. 

HELICOPTER  OPERATION 

Senator  Magnuson.  Now,  you  have  helicopter  operation  that  is 
plus  $1,632,000,  Chicago,  Los  Angeles,  New  York.  Is  that  subsidy 
going  up  or  down  on  helicopters? 

You  remember,  we  had  quite  a controversy  whether  we  should  ever 
go  into  that  or  not.  You  remember  that? 

Mr.  D urfee.  The  helicopter  subsidy  is  increasing. 

Senator  Magnuson.  Why  is  that? 

Mr.  Durfee.  Basically,  Senator,  it  is  for  the  same  reason  that  local 
service  subsidy  is  increasing.  This  is  an  experiment.  The  reason  we 
only  have  3 certificated  carriers  in  this  country — I think  we  have  72 
applications  pending — is  that  we  have  done  this  on  the  basis  that  it  is 
an  experiment.  The  reason  for  the  increase  in  the  helicopter  opera- 
tions, in  addition  to  increased  cost  of  operation,  has  been  largely  the 
introduction  of  new  types  of  equipment. 

Senator  Magnuson.  Which  cost  a great  deal  more  than  their 
original  equipment. 

Mr.  Durfee.  That  is  correct.  Of  course,  they  are  carrying  a lot 
more  traffic. 

Senator  Magnuson.  Yv7ill  this  not  have  to  expand  in  many  other 
major  centers,  even  such  as  Washington,  when  the  two  airports  are  in 
operation? 

Mr.  Durfee.  At  present,  while  I think  the  cost  of  helicopter 
operation  is  about  80  percent  covered  by  Federal  subsidy,  we  are 
confident  that  there  is  now  in  process  the  development  of  new  types 
of  helicopter  aircraft  which  will  ultimately  justify  this  experiment. 
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bon  that  lias  developed  and  we  can  reach  a stage  where  we  can  come 
Indore  the  Congress  with  certificated  helicopter  operations,  which  can 
operate  for  less  than  80  percent  subsidy,  something  more  in  line, 
perhaps,  with  the  percentage  of  subsidy  that  the  local  service  carriers 
get,  we  would  certainly  within  that  time  consider  certificating  more 
metropolitan  helicopter  operations. 

I believe  it  is  the  feeling  of  the  Eoard  at  the  present  time  that  the 
reason  we  have  not  initiated  further  hearings  on  these  pending  applica- 
tions is  we  do  not  think  that  with  the  operation  at  this  present  stage 
we  would  be  justified  in  certificating  any  further  carriers. 

LOCAL  SERVICE  OPERATIONS 

Senator  Magnuson.  I notice  on  the  estimates  in  local  service 
operations,  they  are  all  on  the  plus  side;  that  is  needing  more  money, 
with  three  exceptions.  One  of  them  being  West  Coast,  on  which  the 
estimates  were  greater  than  they  actually  were  going  to  be  granted, 
$68,000  less. 

Now,  West  Coast  was  one  of  the  first  to  participate  in  new  equip- 
ment, was  it  not? 

Mr.  Durfee.  Yes,  sir. 

Senator  Magnuson.  They  have  been  in  operation  with  new  equip- 
ment for  some  time? 

Mr.  Durfee.  That  is  correct. 

Senator  Magnuson.  Some  of  these  others  have  not;  they  are  in 
the  process. 

W ould  that  not  be  an  indication  that  once  you  get  new  equipment, 
even  though  you  have  that  original  initial  rise  in  cost,  that  this  might 
be  a good  example  and  when  this  gets  operating  it  will  have  a tend- 
ency to  cut  these  subsidies? 

Mr.  Durfee.  Yes,  sir;  the  W est  Coast  has  recently  instituted  serv- 
ice with  the  F-27,  which  is  a new  type  of  carrier,  and  they  have 
reported  very  substantial  increase  in  their  load  factors  and  total 
passenger  revenues  due  to  the  introduction  of  this  new  type  of 
equipment. 

Senator  Magnuson.  I merely  bring  that  out  because  you  and  the 
Board  and  myself  and  all  of  us  were  so  positive  that  by  the  passage 
of  those  two  bills  and  getting  them  into  a financial  position  to  get 
new  equipment  that  we  would  be  able  to  do  what  apparently  has 
happened  and  the  West  Coast  has  started  first? 

Mr.  Durfee.  Yes,  sir. 

FOREIGN  INTERNATIONAL  OPERATIONS 

Senator  Magnuson.  Now,  you  have  here  foreign  international 
operations.  You  only  list  Brand?,  Colonial,  and  Northwest.  North- 
west is  about  off,  are  they  not,  on  their  international  operations? 

Mr.  Durfee.  Northwest  is  off. 

Senator  Magnuson.  Braniff  is  still  on? 

Mr.  Surfee.  Yes,  sir. 

Senator  Magnuson.  Colonial  is  still  on  for  just  a small  amount? 

Mr.  Durfee.  Yes,  sir. 

Senator  Magnuson.  What  about  other  international  operations? 
They  are  all  off. 
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Mr.  Durfee.  None  of  the  other  international  carriers  are  on 
subsidy. 

Senator  Magnuson.  That  includes  TWA,  American,  Pan  American, 
and  all  the  rest  of  them? 

Mr.  Durfee.  Yes,  sir. 

Senator  Magnuson.  These  two  charts  in  full  have  been  made  a 
part  of  the  record  because  it  points  out  what  lines  are  on  and  what 
lines  are  getting  off  and  the  results,  I think,  of  new  equipment  after  a 
period  of  time. 

Mr.  Durfee.  Yes,  sir. 

Senator  Magnuson.  Now,  one  more  question:  The  amount  you 
estimate  here  that  you  need  you  will  have  to  pay  ultimately,  will 
you  not? 

Mr.  Durfee.  The  U.S.  Government  will  have  to  pay  it  ultimately. 

Senator  Magnuson.  It  is  an  obligation  that  will  have  to  be  paid 
sooner  or  later. 

Mr.  Durfee.  Yes,  sir. 

Senator  Magnuson.  Would  it  cause,  in  your  opinion,  somewhat  of 
a handicap  to  some  of  these  smaller  lines,  which  most  of  these  are, 
90  percent  of  them,  if  they  do  not  get  a subsidy  from  month  to  month 
they  would  have  to  get — borrow — -some  money  to  pay  expenses. 

FINANCIAL  CONDITION  OF  LOCAL  SERVICE  CARRIERS 

Mr.  Durfee.  I don’t  think  any  of  the  local  service  carriers  have 
cash  reserves  to  even  cany  them  from  month  to  month. 

They  subsist  largely  on  a month-to-month  basis  on  their  subsidy 
payment.  They  would  have  tremendous  difficulty — at  least  they 
would  have  to  pay  a lot  of  interest  on  the  money  to  borrow  it. 

Senator  Magnuson.  If  they  pay  interest  that  will  be  added  to  the 
operation  cost,  so  in  turn  we  will  have  to  pay  a little  more,  maybe. 

Mr.  Durfee.  I think  that  was  brought  out,  Senator,  in  a hearing 
on  the  guarantee  loan  bill,  I think  to  the  satisfaction  of  the  Congress, 
that  these  carriers  were  not  in  a very  favorable  credit  position. 

That  is  why  Congress  passed  the  guaranteed  loan  bill. 

Senator  Magnuson.  We  will  place  in  the  record  some  telegrams 
from  some  of  the  carriers,  and  a letter  from  the  Air  Transport 
Association. 

(The  material  referred  to  follows:) 

Air  Transport  Association  of  America, 

Washington,  D.C.,  April  7,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman:  In  considering  the  second  supplemental  appropriation 
bill,  H.R.  5916,  now  before  vour  committee,  we  would  like  to  call  your  attention 
to  a reduction  of  funds  for  the  CAB  made  by  the  House  of  Representatives, 
which  in  our  opinion,  is  unduly  severe.  The  CAB,  in  its  request  for  supplemental 
funds  for  fiscal  year  1959,  asked  for  $18,085,000  for  payments  to  air  carriers 
(subsidy).  This  amount  was  reduced  to  $12  million  by  the  House.  Based  on 
representations  made  by  the  CAB  to  the  House  committee,  it  would  appear  that 
a minimum  of  $13,500,000  is  required  if  the  CAB  is  to  have  sufficient  funds  to 
meet  its  obligations  for  the  balance  of  the  fiscal  year  in  connection  with  route  and 
rate  cases  already  decided  up  to  that  time.  Thus,  a restoration  of  at  least 
$1,500,000  is  required  to  meet  this  known  need.  In  addition,  it  is  presumed  that 
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pending  cases,  due  to  be  decided  between  that  time  and  the  end  of  the  fiscal  year 
would  recpiire  funds  over  and  above  this  amount. 

► Therefore,  we  respectfully  urge  you  to  determine  from  appropriate  witnesses 
from  the  ('ATI  appearing  before  your  committee  their  exact  requirements  in  this 
regard,  and  restore  such  portions  of  the  House  reduction  as  are  necessary  to  enable 
the  CAB  to  meet  these  obligations. 

► The  bulk  of  the  additional  funds  requested  by  the  CAB  is  needed  to  make 
subsidy  payments  to  local  service  air  carriers,  serving  the  smaller  communities 
of  the  country.  Since  the  original  estimates  for  fiscal  year  1959  were  submitted 
to  Congress  and  acted  on  in  the  regular  appropriation  bill,  subsequent  decisions 
involving  both  added  routes  and  service,  and  rates,  have  been  reached,  which 
result  in  this  additional  requirement. 

The  Congress,  first  in  authorizing  local  service  operations  on  a temporary 
basis,  and  later  by  permanently  certificating  these  operations  by  statute,  has 
indicated  its  belief  that  such  service  is  essential  to  the  commerce  and  postal 
service  of  the  United  States.  It  is  therefore  urged  that  sufficient  funds  be  made 
available  to  the  CAB  to  carry  out  this  policy. 

Sincerely, 

Leo  Seybold, 

Vice  President,  Federal  Affairs. 


Fort  Worth,  Tex.,  April  9,  1959. 

Senator  Carl  Hayden, 

'U.S.  Senate,  Washington,  D.C.: 

Respectfully  we  call  to  your  attention  subsidy  payments  to  Central  Airlines 
by  Civil  Aeronautics  Board  for  March  1959.  CAB  paid  us  approximately 
40  cents  on  the  dollar  and  such  works  a decided  hardship  on  Central  Airlines. 
We  have  no  cash  reserve  and  as  you  can  appreciate  matter  becomes  critical  im- 
mediately with  Central  Airlines  which  Serves  36  cities  in  6 States. 

We  urge  your  committee  to  give  this  matter  priority  when  CAB  presents  their 
supplemental  appropriation  request  to  you  tomorrow.  Further  we  would  urge 
vour  committee  approve  CAB’s  request  for  funds  in  full  for  next  fiscal  year. 
We  appreciate  your  active  support  and  interest  over  the  years  in  need  of  local 
service  airlines  of  the  Nation. 

Keith  Kahle, 
President,  Central  Airlines. 


Washington,  D.C.,  April  9,  1959. 

Hon.  Carl  Hayden, 

U.S.  Senate,  Washington , D.C.: 

The  Civil  Aeronautics  Board  has  advised  Allegheny  Airlines  of  inability  to 
maintain  full  mail  payments  for  month  of  March  and  subsequent  months  pending 
action  by  Congress  on  supplemental  appropriations. 

This  delay  or  postponement  of  mail  payments  must  of  necessity  be  transferred 
to  creditors  which  include  a large  number  of  airports  operated  by  smaller  cities 
which  are  dependent  upon  revenues  from  Allegheny  for  airport  operations. 

We  would  appreciate  your  giving  every  consideration  to  the  Civil  Aeronautics 
Board’s  request  for  supplemental  appropriations. 

Leslie  O.  Barnes, 

President  Allegheny  Airlines, 
National  Airport,  Washington,  D.C. 


Fort  Worth,  Tex. 

Senator  Lyndon  B.  Johnson, 

U.S.  Senate,  Washington,  D.C.: 

Again  want  to  emphasize  how  nice  it  was  being  with  you  and  Lady  Bird  the 
other  day.  When  we  visited  about  Central  Airlines  I did  not  anticipate  emer- 
gency that  confronts  us  today.  The  Civil  Aeronautics  Board,  due  to  lack  of 
supplemental  appropriations,  has  only  paid  us  in  subsidy  40  cents  on  the  dollar 
for  our  March  flying.  Lyndon,  this  is  real  critical  with  Central  as  we  have  no 
cash  reserve  and  is  working  an  immediate  hardship  on  our  local  service  airline 
and  its  people.  Understand  40  cents  on  dollar  payment  for  March  flying  applies 
to  all  the  Nation’s  local  service  airlines.  CAB  goes  before  Senate  subcommittee 
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Friday,  April  10,  seeking  funds.  Would  deeply  appreciate  your  assistance  on 
this  whole  problem  and  would  urge  and  recommend  that  Senate  grant  the  CAB 
supplemental  appropriation  request  as  well  as  their  full  appropriation  request 
for  next  fiscal  year.  Will  appreciate  your  advising  how  this  moves  along. 
Grateful  thanks. 

Keith  Kahle,  Central  Airlines. 

SCHEDULED  PAYMENTS  TO  FRONTIER 

Senator  Magnuson.  Are  there  anv  further  questions  of  the 
chairman? 

Senator  Allott.  May  I ask  a question? 

1 Senator  Magnuson,  The  Senator  from  Colorado. 
r Senator  Allott.  To  follow  up  on  the  recent  remarks  of  the  acting 
chairman,  in  accordance  with  the  schedule  which  you  have  shown, 
on  which  you  have  a plus  figure  of  532,000  for  Frontier,  is  that  re- 
flected in  the  purchase  of  not  new  equipment,  but  more  advanced 
equipment  than  they  have  had:  is  that  the  reason  for  that  figure? 

I Mr.  Durfee.  In  the  case  of  Frontier,  Senator,  I think  in  the  past- 
year  Frontier’s  route  mileage  has  been  substantially  enlarged  by 
route  orders  and  mail  rate  cases  following  these  route  orders,  new 
routes  and  expanded  service  on  existing  service  and  new  routes  of 
Frontier. 

I think  this  is  reflected  in  the  expansion  of  service  and  increase  in 
the  cost  of  operation  rather  than  new  equipment. 

HOUSE  REPORT 

Senator  Allott.  Xow,  referring  to  the  report  in  the  House,  on 
page  9 they  say  this: 

Subsidies  to  be  paid  do  not  draw  interest  and  the  amount  provided  for  will 
enable  the  Board  to  make  these  payments,  particularly  since  a substantial  part 
of  funds  requested  are  for  payment  on  cases  yet  to  be  decided  by  the  Board. 

This  was  apparently  based  upon  the  testimony  on  page  34  of 
Mr.  Russell,  who  said: 

I do  not  know  that  I can  talk  in  terms  of  how  much  of  this  o%o  million  is  a 
guesstimate.  I would  say  of  the  $18,085,000  approximately  million,  would 
depend  on  cases  to  be  decided  during  the  remainder  of  this  fiscal  year. 

So  is  this  a fact,  that  some  $4%  million  of  this  depends  on  decisions 
yet  to  be  made  by  the  Board  and  would  it  influence  the  decisions  of 
the  Board? 

Mr.  Durfee.  I will  ask  Mr.  Russell,  who  I think  testified  on  this 
point,  to  reply  to  that. 

Mr.  Russell.  The  estimate  of  $4^  million  was  a figure  that  indi- 
cated amounts,  payment  estimates,  that  could  not  be  tied  down 
specifically  because  they  were  awaiting  the  outcome  of  rate  cases. 

Xow,  that  is  in  part  borne  out  by  the  savings  that  we  are  now  talking 
about,  the  $1,896,000  reduction  in  our  estimate.  As  we  see  it,  the 
$1,896,000  will  be  the  maximum  decrease.  In  other  words,  that  is 
as  far  down  as  our  $18,085,000  could  be  adjusted  and  still  cover  the 
bills  that  we  are  talking  about. 

Senator  Allott.  Is  it  or  is  it  not  a fact  that  of  this  $18  million, 
$4%  million  depends  on  cases  yet  to  be  decided  by  the  Board  during 
the  remainder  of  2%  months  of  this  year? 
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NORTHEAST  CASE 

Mr.  Russell.  The  Board  has  decided  a number  of  cases,  two  large 
ones,  the  Northeast  case — I believe  that  is  the  largest  one — since  we 
appeared  before  the  House. 

Now,  the  million  dollar  savings  was  largely  tied  to  the  Northeast 
case.  We  still  have  in  our  estimate  some  $3,768,000  that  is  somewhat 
uncertain  from  the  standpoint  of  timing.  In  other  words,  when  the 
Board  issues  the  cases,  we  will  be  paying  out  $3,760,000  to  a number 
of  carriers. 

The  amount,  we  feel,  is  solid.  It  is  simply  a question  of  whether  the 
Board  is  going  to  issue  an  order  this  fiscal  year  or  next  fiscal  year,  a 
question  of  timing. 

Senator  Allott.  Since  you  testified  before  the  House,  I want  to 
get  this  clear  in  my  own  mind;  you  said  in  your  testimony,  and  I read 
it  just  a moment  ago  to  you,  that  about  $4 % million  of  this  depends  on 
cases  that  were  yet  to  be  decided.  Now  you  say  that  $3,768,000  still 
is  dependent  on  cases  to  be  decided. 

Mr.  Durfee.  From  the  standpoint  of  timing. 

Senator  Allott.  How  do  you  know  that  the  Board  will  decide  on 
it  and  how  do  you  know  what  the  Board  will  decide? 

Mr.  Durfee.  I don’t  exactly.  That  is  still  a guess,  an  estimate. 

I would  say  part  of  the  estimate  is  based  on  the  fact  that  the  Board 
has  largely  completed  analysis  in  several  of  these  rate  cases,  Senator, 
in  which  the  preparation  of  the  opinion  itself  may  take  a couple  of 
months. 

I think  this  $3^  million  Mr.  Russell  is  talking  about  contemplates 
rate  cases  that  are  either  yet  to  be  heard  by  the  Board,  or  are  cases 
that  have  been  heard  by  the  Board  in  which  the  Board  has  reached  a 
tentative  decision,  but  in  which  the  decision  has  not  been  finalized  by 
the  issuance  of  a formal  opinion. 

Senator  Allott.  You  would  not  become  obligated  for  that,  would 
you,  until  the  issuance  of  the  final  opinion? 

Mr.  Durfee.  If  the  final  opinion  comes  out  in  the  next  month  or 
two  we  will  certainly  be  obligated. 

Senator  Allott.  But  not  before  that  time? 

Mr.  Durfee.  Not  before. 

Senator  Allott.  Thank  you. 

Senator  Magnuson.  Thank  you,  Mr.  Durfee. 
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CIVIL  SERVICE  COMMISSION 

STATEMENTS  OF  ROGER  W.  JONES,  CHAIRMAN,  AND  BARBARA 

GUNDERSON  AND  FREDERICK  J.  LAWTON,  COMMISSIONERS, 

AND  DAVID  F.  WILLIAMS,  DIRECTOR,  BUREAU  OF  MANAGE- 
MENT SERVICES 

HOUSE  ACTION 

Mr.  Magnuson.  Three  items  are  included  in  this  bill  for  the  Com- 
mission. 

The  House  allowed  the  full  amount  of  $270,000  for  annuities  to 
Panama  Canal  construction  employees  and  Lighthouse  Service 
widows. 

For  investigation  of  U.S.  citizens  for  employment  by  international 
organizations,  the  House  allowed  $100,000  of  the  estimate  of  $143,000, 
’which  I understand  you  now  believe  will  be  sufficient  to  meet  the 
workload  of  such  investigations. 

For  salaries  and  expenses,  the  House  reduced  by  $308,500  your  re- 
quest of  $1,800,000,  and  stated  in  their  report: 

The  $117,000  requested  for  moving  costs  and  furnishing  new  office  space  in 
Washington,  D.C.,  and  New  York  has  been  denied.  The  amount  allowed  includes 
$1,462,500  toward  defraying  the  cost  of  pay  increases,  and  $29,000  for  travel  ex- 
penses and  processing  workload  increases  in  the  Retirement  Division. 

The  new  Chairman  of  the  Commission,  Roger  Jones,  is  here  with 
Commissioners  Gunderson  and  Lawton  in  support  of  restoring  this 
item. 

We  will  place  in  the  record  your  letter,  the  supplemental  estimates, 
and  your  justifications. 

(The  information  referred  to  follows :) 

U.S.  Civil  Service  Commission. 

Washington,  D.  C.,  April  6,  1959. 

Hon.  Carl  Hayden, 

Chairmen,  Committee  on  Appropriations, 

U.S.  Senate. 

Dear  Senator  Hayden:  A very  careful  review  has  been  made  of  those  items 
affecting  the  Civil  Service  Commission  in  H.R.  5916,  the  second  supplemental 
appropriation  bill,  1959,  as  passed  by  the  House  of  Representatives  on  March  24, 
1959.  The  Commission  is  seriously  concerned  about  the  reduction  made  from  its 
request  for  the  “Salaries  and  expenses”  appropriation  and  wishes  specifically  to 
invite  your  attention  to  the  following  item: 

Page  18,  line  1 through  line  10: 

“ Civil  Service  Commission 

“ SALARIES  AND  EXPENSES 

“For  an  additional  amount  for  ‘ Salaries  and  expenses’,  $1,491,000:  Provided; 
That  the  limitation  under  this  head  in  the  Independent  Offices  Appropriation  Act, 
1959,  on  the  amount  available  for  performing  the  duties  imposed  'upon  the  Commission 
by  the  Act  of  July  19,  1940  {54  Stat.  767),  is  increased  from  ‘$70,000’  to  ‘$76,800’, 
and  the  limitation  thereunder  on  the  amount  available  for  expenses  of  travel  is  increased 
from  ‘$472,000’  to  ‘$486,000’.” 

The  action  of  the  House  with  respect  to  the  foregoing  appropriation  reduced 
the  Commission’s  request  of  $1,800,000  by  an  amount  of  $308,500.  This  reduc- 
tion involves  four  major  areas,  as  follows: 

(1)  The  request  of  $1,625,000  for  pay  increase  costs  was  reduced  by  10  percent, 
or  $162,500.  It  is  significant  to  point  out  that  the  funds  currently  appropriated 
for  fiscal  year  1959  are  $100,000  less  than  the  amount  available  last  fiscal  year. 
In  addition  provision  had  to  be  made  within  this  reduced  appropriation  for  new 
work  items  and  increased  costs  approximating  $150,000.  The  effective  reduction 
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in  appropriation  level  therefore,  has  already  amounted  to  roughly  $250,000 
which  ot  herwise  could  have  been  used  to  defray  some  part  of  the  pay  increase  costs. 
An  additional  cut  of  $162,500  this  late  in  the  fiscal  year  would  mean  curtailing 
operations  with  resulting  backlogs  of  work  to  be  carried  over  into  fiscal  year  1960. 

(2)  The  House  has  denied  entirely  the  Commission’s  request  for  $117,000  for 
moving  costs  and  office  furniture  for  (a)  relocating  its  regional  office  at  New  York 
City  and  (b)  establishing  a Federal  Recruiting  and  Information  Center  in  Wash- 
ington, D.C.  The  Commission  feels  strongly  that  these  two  moves  will  con- 
tribute greatly  to  the  effectiveness  of  its  operations  and  will  be  an  important 
step  in  raising  the  prestige  of  the  Federal  Government  as  an  employer. 

(3)  The  Commission’s  reauest  of  $30,000  for  processing  additional  retirement 
annuity  claims  was  reduced  50  percent,  or  $15,000  by  the  House.  This  reduc- 
tion will  have  the  effect  of  preventing  the  Commission  from  processing  annuity 
claims  promptly  thereby  delaying  payments  to  annuitants. 

(4)  The  budget  request  contained  an  additional  $28,000  for  travel  funds  with 
a corresponding  language  increase  in  appropriation  limitation  for  this  purpose. 
The  House  bill  provides  for  a 50  percent  cut  in  this  item  or  $14,000.  This  cut 
will  mean  curtailing  essential  travel  by  Commission  employees  engaged  in  inves- 
tigating suitability  for  Federal  employment  and  in  inspecting  agency  personnel 
operations. 

For  the  above  reasons,  the  Commission  strongly  urges  action  by  your  com- 
mittee to  restore  the  entire  House  cut  of  $308,500  bringing  the  supplemental 
appropriation  to  $1,800,000  as  provided  in  the  budget  reauest. 

The  committee’s  attention  is  also  invited  to  page  18,  lines  11  through  15,  of 
H.R.  5916  covering  the  appropriation  “Investigation  of  U.S.  citizens  for  employ- 
ment by  international  organizations.”  While  the  House  action  for  this  item 
reduced  the  reauest  from  $143,000  to  $100,000,  the  Commission  believes  that 
the  amount  in  the  House  bill  is  in  reasonable  proportion  to  the  workload  to  be 
processed. 

In  view  of  the  serious  nature  of  the  reduction  made  by  the  House  in  the 
“Salaries  and  expenses”  appropriation,  the  Commission  would  appreciate  the 
opportunity  of  appearing  before  your  committee  to  provide  further  details  on 
this  matter. 

By  direction  of  the  Commission. 

Very  sincerely  yours, 

Roger  W.  Jones,  Chairman. 


Supplemental  Estimates  Contained  in  House  Document  No.  58 

(P.  12) 

“Civil  Service  Commission 
“salaries  and  expenses 

“For  an  additional  amount  for  ‘Salaries  and  expenses’,  $1,800,000:  ProvidedT 
That  the  limitation  under  this  head  in  the  Independent  Offices  Appropriation 
Act,  1959,  on  the  amount  available  for  performing  the  duties  imposed  upon  the 
Commission  by  the  Act  of  July  19,  1940  (54  Stat.  767),  is  increased  from  ‘$70,000’ 
to  ‘$77,000’,  and  the  limitation  thereunder  on  the  amount  available  for  expenses 
of  travel  is  increased  from  ‘$472,000’  to  ‘$500,000’.” 

This  proposed  supplemental  appropriation  includes  (1)  $30,000  to  process 
workloads  resulting  from  Public  Law  85-465,  effective  August  1,  1958,  which 
provides  annuities  to  certain  widows  and  widowers  whose  spouses  died  prior  to 
February  29,  1948,  (2)  $28,000  to  cover  the  cost  of  increasing  per  diem  and  mileage 
allowances  to  the  maximums  authorized  by  Public  Law  84-189,  with  an  equivalent 
increase  in  the  limitation  for  travel  expenses,  and  (3)  $117,000  for  moving  to  and 
furnishing  new  office  space  in  Washington,  D.C.,  and  New  York  City. 

The  proposed  supplemental  appropriation  also  includes  $1,625,000  to  cover  the 
cost  of  pay  increases  provided  by  Public  Law  85-462.  These  additional  salary 
costs  also  require  an  increase  in  the  limitation  for  performing  the  work  entailed  in 
administering  the  act  of  July  19,  1940.  This  appropriation  was  apportioned, 
pursuant  to  section  3679  of  the  Revised  Statutes,  as  amended  (31  U.S.C.  665), 
on  a basis  which  indicated  a necessity  for  a supplemental  estimate  for  this  purpose. 
This  action  was  reported  to  the  Congress  by  the  Director  of  the  Bureau  of  the 
Budget  on  October  30,  1958. 
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Supplemental  Budget  Estimate,  Fiscal  Year  1959 

INTRODUCTION 

The  Civil  Service  Commission  submits  herewith  a request  for  additional 
appropriations  required  for  operations  in  the  current  fiscal  year  for  the  several 
accounts  for  which  appropriations  are  inadequate.  Included  are  requests  for 
increases  in  (1)  the  limitation  for  travel  expenses  and  (2)  the  limitation  for  per- 
forming the  duties  of  the  Commission  in  enforcing  the  prohibited  political  activities 
statutes  to  provide  for  pay  increase  costs  of  this  function.  The  total  supplemental 
request  is  summarized  as  follows: 


Appropriation  or  fund  title 

Amount 

required 

Amount 

available 

Additional 

amount 

requested 

Salaries  and  expenses,  Civil  Service  Commission .. 

Investigation  of  United  States  citizens  for  employment  by 

$20, 000, 000 

$18, 200, 000 

$1, 800. 000 

international  organizations -- 

Annuities,  Panama  Canal  construction  employees  and  Light- 

493, 000 

350, 000 

143,000 

house  Service  widows,  Civil  Service  Commission 

2, 570, 000 

2, 300, 000 

270, 000 

Justification  for  each  item  in  this  request  follows: 

Salaries  and  Expenses,  Fiscal  Year  1959 

GENERAL  STATEMENT 

The  Commission  will  require  a supplemental  appropriation  of  $1,800,000  for 
the  “Salaries  and  expenses”  appropriation  in  fiscal  year  1959.  These  funds  are 
required  (1)  to  meet  increased  pay  costs  resulting  from  Public  Law  85-462, 
(2)  to  process  increased  workloads  in  activity  4,  “Administration  of  the  retirement 
systems”  resulting  from  Public  Law  85-465,  (3)  to  meet  increased  travel  costs, 
(4)  to  furnish  and  equip  new  office  space  for  the  New  York  regional  office  and  for 
a recruiting  and  information  center  in  Washington. 

Although  the  funds  appropriated  for  1959  were  $100,000  less  than  the  amount 
available  for  1958,  provision  had  to  be  made  within  this  reduced  appropriation 
for  new  work  items  and  increased  costs  approximating  $150,000  above  the  1958 
level.  These  additional  items  included  (1)  the  valuation  of  the  retirement  fund, 
$51,000;  (2)  contributions  to  the  retirement  fund  for  an  additional  pay  period, 
$35,000;  (3)  the  normal  increase  in  retirement  workloads,  $47,000;  and  (4)  the 
continuation  of  the  standards  program  at  the  1958  level  for  a full  year  in  1959, 
$18,000.  The  effective  reduction  below  the  1958  appropriation  level  therefore 
amounted  to  more  than  $250,000  which  had  to  be  absorbed  and  which  precludes 
absorbing  any  part  of  the  increased  pay  costs. 

In  addition  to  the  cost  of  pay  legislation,  other  legislation,  namely  Public 
Law  84-465,  enacted  subsequent  to  congressional  action  on  the  Commission’s 
budget  request  has  created  needs  over  and  above  those  already  absorbed  in  the 
1959  appropriation.  While  the  Commission  has  been  able  to  absorb  a substantial 
portion  of  these  new  requirements,  it  is  not  possible  to  fully  meet  these  added 
needs,  unless  supplemental  funds  are  made  available,  without  developing  un- 
manageable backlogs  of  work  or  seriously  impairing  other  programs  of  the  Com- 
mission. Increasing  travel  costs  are  also  seriously  hampering  program  operations. 

The  following  table  indicates  the  total  amount  required  as  compared  to  the 
funds  available: 


Program,  fiscal  year  1959 $18,  200,  000 

Required,  fiscal  }^ear  1959 20,  000,  000 

Supplemental  request,  fiscal  year  1959 1,  800,  000 


The  table  on  the  following  page  shows  the  detail  of  increased  requirements  by 
item  and  by  object  classification. 
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A discussion  of  the  needs  of  each  of  the  items  under  the  salaries  and  expenses 
appropriation  requiring  supplemental  funds  follows. 


Additional  requirements , fiscal  year  1959 


01  Personal 
services 

02  Travel 

03  Trans- 
portation 
of  things 

07  Other 
contrac- 
tual 
services 

09  Equip- 
ment 

11  Grants, 
subsidies, 
and  con- 
tributions 

Total  addi- 
tional 
require- 
ments 

A.  Increased  pay  costs 

B.  Activity  4,  retirement 

C.  Travel  expenses.  

$1, 521,  500 
30, 000 

$6, 500 

$97, 000 

$1, 625, 000 

30. 000 

28. 000 

117,000 

$28, 000 

D.  Relocation  of  second 
regional  office  and 
establishment  of  a 
Federal  recruiting 
center 

$12, 000 

5, 000 

$100, 000 

Total 

1,  551, 500 

28, 000 

12, 000 

11, 500 

100, 000 

97,000 

1, 800, 000 

A.  ADDITIONAL  FUND  REQUIREMENTS  FOR  INCREASED  PAY  COSTS  (PUBLIC  LAW  85-462) 
The  additional  requirements  as  a result  of  increased  pay  costs  are  as  follows: 


01  Personal  services $1,521,500 

07  Other  contractual  services 6,  500 

1 1 Grants,  subsidies,  and  contributions 97,  000 


Total  required 1,  625,  000 


The  increased  cost  of  personal  services  resulting  from  Public  Law  85-462,  Federal 
Employees  Salary  Increase  Act  of  1958,  is  based  on  the  actual  cost  of  increases  in 
salaries  for  the  1959  authorized  strength  of  Commission  employees  paid  from  the 
salaries  and  expenses  appropriation.  The  total  cost  of  salary  increases  amounted 
to  $1,521,500.  Related  costs  consist  of  increased  contributions  to  the  civil  service 
retirement  and  disability  fund,  $97,000,  and  to  the  Federal  employees  group  life 
insurance  fund,  $6,500,  resulting  from  the  increased  salary  payments. 

In  view  of  additional  requirements  for  funds  in  this  fiscal  year  resulting  from 
legislation  enacted  subsequent  to  congressional  action  on  the  Commission’s  1959 
budget,  as  discussed  on  page  1,  it  is  not  feasible  to  absorb  any  part  of  the  pay 
increase  costs. 

B.  ADDITIONAL  FUND  REQUIREMENTS  FOR  “ACTIVITY  4.  ADMINISTRATION  OF  THE 

RETIREMENT  SYSTEMS” 

The  need  for  supplemental  funds  is  due  to  increased  workloads  resulting  from 
the  passage  of  Public  Law  85-465,  effective  August  1,  1958,  and  not  provided  for 
in  the  fiscal  year  1959  budget.  Requirements  under  this  head  are  for  “01  Per- 
sonal services”  which  will  be  used  for  overtime  work. 

Public  Law  85-465  provides  for  a 10-percent  increase  in  certain  annuities  pay- 
able from  the  civil  service  retirement  and  disability  fund,  effective  August  1, 
1958.  The  estimated  additional  cost  to  the  Commission  for  the  work  of  recom- 
puting all  annuities  coming  under  this  legislation  amounted  to  $18,400.  This 
amount  has  been  absorbed  within  available  appropriations  for  fiscal  year  1959. 

This  law  also  provides  for  annuities  to  certain  widows  and  widowers  whose 
spouses  had  died,  either  in  service  or  after  retirement,  prior  to  February  29,  1948. 
The  estimated  increased  workloads  and  costs  resulting  from  this  legislation  are 
shown  in  the  following  table: 


Function 

Number  to 
be  processed 

Unit  cost 

Total  cost 

Death  claims  under  Public  Law  85-465 

25. 000 

26. 000 
21, 300 

$2.  75 
.96 
.32 

$68, 700 
25, 000 
6,800 
9, 500 

Inquiries  

Monthly  benefit  payment  roll 

Maintaining  files  nf  retirement  records 

Total  personal  services  required 

110,000 

80,000 

To  be  absorbed  within  current  appropriation  

Net,  supplemental  needs  

30,000 
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Approximately  19,650  of  these  death  claims  have  been  received  through  Jan- 
uary 31,  1959.  Since  the  law  authorizing  these  new  claims  was  passed  after  the 
Commission’s  appropriation  for  fiscal  year  1959  had  been  acted  upon,  funds  were 
not  requested  or  appropriated  for  the  increased  workloads  resulting  from  the 
new  legislation. 

The  Commission  has  no  control  over  the  volume  of  work  in  its  retirement 
activity  because  it  results  from  the  exercise  of  legal  rights  by  annuitants,  retirees 
or  other  beneficiaries  under  the  Retirement  Act.  Every  effort  is  made  to  keep 
abreast  of  these  workloads,  but  because  of  the  size  of  this  new  workload,  without 
additional  resources,  backlogs  are  inevitable.  As  indicated  in  the  foregoing 
table,  these  backlogs  would  have  amounted  to  approximately  $110,000. 

The  Commission  believes  it  will  be  possible  to  absorb  $80,000  of  the  above  needs 
through  forced  savings  in  other  activities  and  thereby  reduce  the  supplemental 
request  for  this  purpose  to  $30,000.  Since  it  would  not  be  feasible  to  hire  and 
train  new  employees  in  the  short  time  available,  the  additional  workloads  will  be 
processed  by  present  personnel  working  overtime. 

The  Commission  believes  it  necessary  to  take  all  possible  steps  to  avoid  undue 
backlogs.  Not  only  do  these  payments  of  claims,  in  most  instances,  constitute 
the  annuitant’s  sole  means  of  support,  but  to  delay  their  processing  would  result 
in  public  criticism  of  the  Commission.  The  longer  it  takes  to  adjudicate  a claim, 
the  more  costly  it  becomes  to  answer  inquiries. 

C.  ADDITIONAL  REQUIREMENTS  FOR  TRAVEL  FUNDS 

Requirements  for  1959  travel  are  summarized  as  follows: 


Required $560,000 

Available 472,000 


Additional  needs f 88,  000 

Supplemental  request 28,  000 


Over  the  last  several  fiscal  years,  funds  for  travel  have  been  allocated  at  a 
level  somewhat  lower  than  that  which  would  provide  an  adequate  and  balanced 
program.  While  this  reduced  level  of  travel  funds  has  been  administratively 
self-imposed  in  order  to  achieve  maximum  utilization  of  the  overall  appropriation 
available,  it  nevertheless  has  resulted  in  some  deficiencies  in  carrying  out  operating 
programs.  It  has  meant,  for  example,  that  agency  inspections  and  audits  of 
boards  of  examiners  be  overly  concentrated  in  areas  near  regional  office  head- 
quarters cities.  The  effectiveness  of  recruiting  representatives  has  been  lessened 
due  to  our  inability  to  permit  them  to  travel  as  extensively  as  desirable.  Regional 
directors  of  necessity  have  curtailed  their  travel  to  only  the  most  essential  items 
which  means  that  their  primary  role  of  providing  leadership  in  the  field  of  personnel 
administration  cannot  be  properly  discharged. 

During  this  same  period  of  time,  the  problem  of  providing  an  adequate  amount 
of  travel  funds  for  effective  operations  has  been  aggravated  by  the  requirement 
of  meeting  the  increased  cost  of  travel.  For  example,  during  fiscal  year  lff58  it 
became  necessary  to  increase  per  diem  rates  throughout  the  regions  from  $10  to' 
$12  per  day  in  order  to  fairly  reimburse  employees  for  expenses  incurred  while  in 
a travel  status.  Similarly,  effective  July  1,  1958,  it  was  determined  that  mileage 
rates  had  to  be  increased  from  8 cents  to  10  cents  per  mile  to  cover  the  increased 
operating  expenses  for  those  employees  authorized  to  use  their  automobiles  for 
official  business.  Funds  to  pay  these  increased  costs  had  to  be  provided  from 
the  limited  resources  allocated  for  travel  which  in  effect  has  brought  about  a( 
further  dilution  of  program  coverage  for  inspections  and  board  audits,  and  has; 
further  restricted  travel  by  regional  directors  and  other  key  officials. 

The  limitation  on  travel  expenses  in  the  Commission’s  annual  appropriation5 
act  for  fiscal  year  1959  is  $472,000  as  compared  to  $508,000  for  fiscal  years  1957 
and  1958.  It  is  estimated  that  approximately  $560,000 — an  increase  of  $88,000— 
would  have  been  required  for  fiscal  year  1959  to  carry  out  the  travel  requirements 
of  operating  programs  in  a reasonable  and  effective  manner  and  with  a properly 
balanced  geographical  coverage.  The  existing  shortage  of  travel  funds  is  not 
really  being  met  by  absorption  but  rather  by  ( a ) concentrating  agency  coverage 
in  areas  requiring  little  or  no  travel,  (5)  reducing  the  amount  of  coverage  on  board' 
visits  and  comprehensive  inspections  of  agemw  personnel  operations,  and  (c) 
canceling  whatever  number  of  trips  may  be  necessary  to  stay  within  available 
travel  resources  even  though  this  would  mean  a less  effective  program  and  utiliza- 
tion of  manpower. 
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Notwithstanding  the  supplemental  travel  needs  of  $88,000  for  fiscal  year  1959, 
il  was  reasonable  to  assume  that  additional  funds  could  not  be  made  available 
until  the  third  quarter  of  the  fiscal  year.  Our  estimates  were  accordingly  adjusted 
on  that  basis  to  a requested  increase  of  $28,000  in  travel  funds  and  limitation  for 
fiscal  year  1959  to  be  utilized  in  correcting  some  of  the  deficiencies  outlined  a^ove. 
This  amount  represents  the  additional  resources  whichcould  be  effectively  utilized 
during  the  last  quarter  of  the  fiscal  year. 

D.  ADDITIONAL  FUND  REQUIREMENTS  FOR  RELOCATING  THE  SECOND  REGIONAL 
OFFICE  IN  NEW  YORK  CITY,  AND  THE  RECRUITING  AND  INFORMATION  FACILITIES 
IN  WASHINGTON,  D.C. 

The  following  table  shows  the  additional  funds  required  in  fiscal  year  1959 
for  relocating  the  Commission’s  second  region  headquarters  in  New  York  City 
and  for  establishing  a Federal  recruiting  and  information  center  in  Washington, 


1959  avail- 
able 

1959  required 

1959  addi- 
tional needs 

03  Transportation  of  things 

$79, 000 
317, 000 
88, 000 

$91. 000 

322. 000 

188. 000 

$12,000 
5, 000 
100, 0U0 

07  Other  contractual  services 

09  Equipment. 

Total 

117, 000 

Present  office  quarters  in  two  vital  areas  are  unsuitable  for  carrying  out  the 
Commission’s  responsibilities;  namely,  the  office  quarters  of  the  second  regional 
office  in  New  York  City  and  the  recruiting  and  information  facilities  in  Washing- 
ton, D.C.  The  need  for  more  desirable  office  quarters  has  been  apparent  for 
several  years;  however,  the  move  has  been  carefully  planned  and  the  many 
problems  of  relocating  the  offices  have  been  worked  out  with  the  General  Services 
Administration.  Conditions  now  exist  that  make  it  advisable  for  the  Commission 
to  seek  the  additional  funds  during  fiscal  year  1959  in  order  to  relocate  these  offices. 

The  office  quarters  for  the  Commission’s  .second  region  headquarters  office 
in  New  York  City  are  inadequate  as  to  location  of  the  office,  the  quality  of  the 
space,  and  the  condition  of  the  furniture  and  equipment. 

This  office  is  presently  housed  in  a large  converted  warehouse  formerly  known 
as  the  appraiser’s  stores  building  and  constructed  some  70  years  ago.  The  area 
is  primarily  one  of  industry,  shipping  and  warehousing  with  little  pedestrian 
traffic  but  much  heavy  trucking  in  the  streets.  Public  transportation  serving  the 
immediate  area  is  inadequate,  and  reaching  the  building  is  generally  difficult  as 
well  as  expensive. 

The  structure  itself  is  not  at  all  suitable  for  office  occupancy.  Although  an 
effort  has  been  made  to  adapt  the  building,  designed  for  warehousing  operations, 
to  office  use,  it  has  not  be,en  successful.  The  general  appearance  of  the  office  is 
such  that  it  contributes  nothing  to  the  prestige  of  the  U.S.  Government.  As  a 
result  persons  in  the  NewYork  area  who  inquire  as  to  job  opportunities  carry 
away  poor  impressions  upon  this  initial  contact  with  the  Government  as  an 
employer.  Likewise  the  morale  of  the  Commission’s  own  employees  is  adversely 
affected  by  their  surroundings  which  are  inferior  to  those  of  most  private  concerns. 
If  the  New  York  office  is  to  successfully  perform  its  function  of  attracting  the 
best  qualified  personnel  to  careers  in  the  Federal  civil  service,  a location  suitable 
to  the  dignity  of  the  Federal  Government  and  easily  accessible  to  the  public  is 
necessary. 

The  furniture  and  equipment  now  in  use  has  been  acquired  over  a long  period 
of  time  with  considerable  variation  in  color  and  design,  and  much  of  it  is  in  poor 
condition.  Most  of  the  furniture  is  badly  worn,  generally  disreputable  in  appear- 
ance, and  entirely  unsuitable  for  use. 

For  some  time  General  Services  Administration  has  been  working  with  the 
Commission  to  obtain  a suitable  location  in  a federally  owned  building  but  have 
been  unable  to  make  satisfactory  arrangements.  Recently,  efforts  have  been 
turned  toward  acquiring  commercial  space  instead,  since  General  Services  Admin- 
istration has  been  able  to  earmark  sufficient  funds  under  rentals  for  this  purpose. 

In  connection  with  this  effort,  the  firm  of  J.  Gordon  Carr  & Associates,  archi- 
tects, was  engaged  by  GSA  to  make  a study  of  the  requirements  for  new  office 
space  for  the  Commission’s  second  regional  office.  This  firm  has  completed  its 
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study  and  a draft  of  the  report  includes  recommendations  that  uphold  the  con- 
tentions made  above  that  (1)  the  location  is  unsuitable,  (2)  the  building  is  not 
sufficiently  adaptable  for  office  operations,  and  (3)  the  furniture  now  in  use  is 
unsatisfactory  and  should  be  replaced. 

The  General  Services  Administration  has  advised  the  Commission  that  they 
have  requested  bids  for  rental  space  for  our  New  York  office.  They  are  of  the 
opinion  that  suitable  commercial  space  is  on  the  market  and  it  is  very  probable 
that  a new  location  will  be  obtained  and  readied  for  occupancy  before  the  close  of 
the  current  fiscal  year. 

This  move  has  been  long  delayed  and  it  is  now  a source  of  deep  satisfaction  to 
know  that  it  will  soon  be  possible  to  move  the  New  Yo_k  office  into  suitable  quar- 
ters. However,  it  is  also  a source  of  much  concern  as  there  are  no  funds  to 
replace  the  old  dilapidated  furniture  or  to  cover  the  costs  of  moving  expenses. 
GSA  has  informed  the  Commission  that  it  has  no  funds  for  these  purposes  either. 

It  is  estimated  that  approximately  $58,000  will  be  required  under  the  salaries 
and  expenses  appropriation  to  adequately  furnish  the  office  space  which  will  be 
secured.  These  furniture  requirements  contemplate  only  the  replacement  of 
present  furniture.  The  acquisition  of  such  furniture  will  provide  for  more  effi- 
cient operations,  promote  better  morale  among  employees,  and  increase  the 
prestige  of  the  Government  as  an  employer  by  contributing  to  the  overall  appear- 
ance of  a modern,  well-run  organization  compatible  in  appearance  with  other 
progressive  business  establishments.  The  furnishings  contemplated  are  on  the 
General  Services  Administration  schedule  and  are  of  gray  steel  constructions. 
Moving  costs  chargeable  to  the  salaries  and  expenses  appropriation  will  amount 
to  approximately  $12,000. 

Another  area  of  much  concern  to  the  Commission  has  been  the  growing  need 
for  a centralized,  attractive  focal  point  for  the  recruitment  of  capable  individuals 
to  fill  the  ever-recurring  vacancies  in  our  modern-day  Government.  With  the 
recent  emphasis  on  research  and  scientific  progress,  the  Government  has  expanded 
its  operations  considerably.  At  present  there  is  a need  not  only  for  replacements 
for  existing  positions  as  employees  become  separated,  but  also  an  immediate  need 
for  outstanding  people  to  fill  a variety  of  new  technical  and  semi-technical  positions 
which  are  essential  to  the  conduct  of  a successful  research  program. 

More  than  230,000  Federal  civilian  employees  are  located  in  the  metropolitan 
area  of  Washington,  D.C.,  and  almost  all  departments  and  agencies  maintain  their 
headquarters  offices  here.  Because  of  the  size  and  complexity  of  the  Govern- 
ment’s operations,  people  possessing  a great  variety  of  skills  are  needed  in  literally 
hundreds  of  different  occupations.  To  recruit  and  maintain  an  effective  and 
efficient  work  force  to  accomplish  the  objectives  of  this  giant  organization  is  a 
major  responsibility  of  the  Civil  Service  Commission. 

The  Commission  currently  conducts  a recruiting  and  examining  program  de- 
signed to  attract  high-quality  applicants  for  professional,  scientific  and  technical 
jobs  as  well  as  for  clerks,  stenographers,  typists,  and  other  positions.  This  pro- 
gram is  now  bemg  carried  out  by  the  Commission’s  Examining  Division  located 
in  the  Pension  Building  at  Fifth  and  G Streets  NW.  Approximately  300,000 
persons  inquire  about  job  opportunities,  participate  in  examinations,  or  are  inter- 
viewed annuall}r  at  this  location.  In  addition,  thousands  of  visitors  desiring 
information  concerning  retirement,  investigations,  or  appeals  also  seek  such 
information  in  this  building. 

The  Pension  Building  is  one  of  the  oldest  buildings  in  Washington  and  is  not 
designed  for  carrying  on  regular  operating  activities  while  dealing  with  the  general 
public.  With  its  open-center  type  of  construction  the  building  does  not  permit 
employees  to  carry-out  their  regular  duties  without  being  disrupted  by  persons 
seeking  information,  participating  in  examinations,  and  the  like.  Also,  the  build- 
ing has  very  high  ceilings  which  are  not  conducive  to  the  good  acoustics  necessary 
to  adequately  instruct  persons  participating  in  examinations.  During  the  summer 
months,  another  occurrence,  extreme  temperature  and  humidity  conditions  pres- 
ent in  examination  rooms,  becomes  a cause  for  concern.  Applicants  do  not  have 
a fair  opportunity  to  compete  under  such  conditions  and  appeals  of  ineligible  rat- 
ings and  requests  for  reexamination  on  the  basis  of  an  unfavorable  examining 
environment  are  frequently  received.  This  condition  results  in  additional  costs. 

A modern,  well-equipped  “Federal  Service  Recruiting  and  Information  Center” 
conveniently  located  in  the  downtown  area  is  needed  to  service  the  general  public. 
An  air-conditioned  building  located  at  800  E Street  NW.  has  been  secured  for 
this  purpose  by  the  General  Services  Administration  at  the  request  of  the  Com- 
mission. This  building  appears  adequate  in  size  and  the  owner  has  agreed  to 
make  necessary  alterations  to  ready  the  structure  for  occupancy.  Before  the 
building  can  be  utilized,  however,  certain  furnishings  must  be  procured. 


1054  SECOND  SUPPLEMENTAL  APPROPRIATION  BILL,  195  9 


1 1 is  anticipated  that  all  of  the  public  information,  interviewing  and  testing 
facilities  of  tile  Commission’s  Examining  Division  will  move  into  this  building. 
An  information  counter  with  an  attractive  lobby  and  reception  area  is  planned 
for  the  first  floor.  The  second  floor  and  part  of  the  third  floor  will  be  used  for 
holding  examinations.  The  remainder  of  the  third  floor  will  be  used  for  inter- 
vi<  wing,  while  the  basement  level  will  be  utilized  for  conducting  the  separated 
career  employee  program  and  the  career  placement  program,  and  to  house  the 
scientist  and  engineer  rosters. 

The  move  would  provide  for  the  first  time  an  adequate,  attractive  focal  point 
for  applicants  to  secure  information,  to  be  tested  and  to  be  interviewed.  Also, 
many  objections  relating  to  the  present  facilities  such  as  outside  noise,  poor 
ventilation,  etc.,  will  be  overcome.  It  is  expected  that  this  will  be  an  important 
step  in  raising  the  prestige  of  the  Federal  Government  as  an  employer. 

In  order  to  achieve  the  full  objective  of  such  a move,  it  will  be  necessary  to 
provide  furnishings  in  keeping  with  the  surroundings  and  which  would  not  serve 
to  deter  applicants  because  of  poor  impressions  at  the  initial  point  of  contact  with 
the  Government  as  an  employer.  Present  furnishings  in  use  in  the  Pension 
building  are  outdated,  unattractive  and  less  functional  than  equipment  now  on 
the  market.  It  is  proposed  that  adequate  furnishings  be  purchased  to  outfit  this 
“Federal  Service  Recruiting  and  Examining  Center”  in  a manner  which  would  be 
adequate  but  not  elaborate.  Approximately  $42,000  is  required  to  purchase 
desks,  chairs,  rugs  and  other  furnishings;  approximately  $5,000  is  required  for  the 
construction  of  an  information  counter  and  display  panel  to  be  used  in  the 
reception  area. 

Investigations  of  U.S.  Citizens  for  Employment  by  International 

Organizations 


Comparative  summary  statement 


Functions 

1959  program 

1959  required 

1959  supple- 
mental 
request 

Federal  Bureau  of  Investigation: 

Name  checks 

$2,  000 
51, 000 

$2, 740 
69,  250 

$740 
18, 250 

Full  field  loyalty  investigations  - 

Subtotal — FBI 

53, 000 

71,  990 

18,990 

Civil  Service  Commission: 

National  agency  checks r. 

Background  investigations . ...  . . . 

Processing  reports  on  internationally  recruited  personnel- . 

Loyalty  advisory  opinions.  

Analysis  of  other  cases.  _ . . _. 

7, 200 
229, 100 
1,600 
46,  500 
17,  600 
-5,  000 

11,  510 
335,  000 
1,800 
52, 300 
20,  400 

4, 310 
105,  900 
200 
5,  800 
2, 800 
+5, 000 

Supplemental  required  for  pay  increases 

Subtotal — CSC 

297,  000 

421,  010 

124, 010 

Total  cost  of  program 

350,  000 

493,  000 

143, 000 

Workload  table 


Workload  items 

1959  program 

1959  required 

1959  supplemental 
request 

Number 
of  cases 

Cost  per 
unit 

Number 
of  cases 

Cost  per 
unit 

Number 
of  cases 

Cost  per 
unit 

Federal  Bureau  of  Investigation: 

Name  checks . ...  ... 

1,379 

$1.  45 

1,890 

$1.  45 

511 

$1.45 

Full  field  loyalty  investigations.  . . 

70 

730.  00 

95 

730.  00 

25 

730. 00 

Civil  Service  Commission: 

National  agency  checks. . . 

724 

9.  95 

1, 160 

9.  95 

436 

9. 95 

Background  investigations  .... 

684 

335.00 

1,000 

335.  00 

316 

335. 00 

Lovaltv  advisory  opinions.. ... 

152 

307.  00 

170 

307.  00 

18 

307.  00 

Analysis  of  other  cases.  ....  

880 

20.  00 

1,020 

20.  00 

140 

20.00 
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GENERAL  STATEMENT 

Under  Executive  Order  10422  as  amended,  the  Civil  Service  Commission  and 
the  Federal  Bureau  of  Investigation  conduct  investigations  of  United  States 
citizens  employed  or  being  considered  for  employment  in  international  organi- 
zations of  which  the  U.S.  Government  is  a member.  The  reports  of  these  investi- 
gations are  forwarded  to  the  International  Organizations  Employees  Loyalty 
Board  of  the  Civil  Service  Commission  which  makes  advisory  determinations 
under  the  loyalty  standard  specified  in  the  order.  The  standard  is  “*  * * 
whether  or  not  on  all  the  evidence  there  is  a reasonable  doubt  as  to  the  loyalty 
of  the  person  involved  to  the  Government  of  the  United  States.” 

The  Board  transmits  its  determinations,  as  advisory  opinions,  to  the  Secretary 
of  State  for  transmission  to  the  executive  heads  of  the  international  organizations 
concerned. 

It  is  not  the  function  of  the  Civil  Service  Commission  or  the  Federal  Bureau  of 
Investigation  to  make  decisions  as  to  whether  the  individual  investigated  shall  be 
retained  or  given  further  consideration  for  employment.  This  is  a matter  for 
decision  by  the  Secretary  General  of  the  United  Nations  or  the  executive  heads 
of  the  other  international  organizations. 

Funds  available  for  this  program  in  fiscal  year  1959  will  not  be  sufficient  to 
process  the  workload  expected  to  be  received.  Therefore,  a supplemental 
appropriation  of  $143,000  is  being  requested.  The  reasons  are  as  follows: 

1.  An  unexpected  increase  in  workload  receipts  from  the  United  Nations 
as  a result  of  the  Middle  East  situation,  as  well  as  increased  employment  of 
U.S.  citizens  by  international  organizations,  particularly  the  Pan  American 
Sanitary  Bureau.  For  example,  total  workload  of  applicant  investigations 
through  January  of  fiscal  year  1958  amounted  to  488  cases,  whereas  during  the 
same  months  of  the  current  fiscal  year  receipts  have  amounted  to  589  cases — 
a 21-percent  increase.  It  now  appears  that  receipts  will  amount  to  1,000  cases. 
In  addition,  the  workload  of  full  field  loyalty  investigations  is  expected  to  amount 
to  95  cases  rather  than  the  88  estimated  in  the  1959  budget.  Funds  available 
in  fiscal  year  1959  will  permit  the  processing  of  only  70  cases. 

2.  The  costs  for  cases  investigated  and  charged  to  this  appropriation  have 
increased  over  the  rates  estimated  in  the  1959  budget,  because  of  Public  Law 
85-462  which  increased  pay  rates,  and  also  as  a result  of  higher  operating  costs 
in  both  the  Civil  Service  Commission  and  the  Federal  Bureau  of  Investigation. 


Type  of  case 

Billing  rate 
estimated  in 
1959  budget 

Revised  bill- 
ing rate  for 
fiscal  year 
1959 

Background  investigations  (CSC) 

$260.  00 

$335 

Full  field  loyalty  investigations  (FBI) 

632. 22 

730 

3.  Pay  increase  for  members  and  staff  of  the  International  Organizations 
Employees  Loyalty  Board  resulting  from  Public  Law  85-462. 

4.  The  amount  appropriated  for  fiscal  year  1959  was  $33,000  less  than  requested. 

The  need  for  funds  to  maintain  the  prompt  and  continuous  processing  of  these 

cases  is  consistent  with  the  interests  of  the  U.S.  Government  in  securing  a reason- 
able proportion  of  U.S.  citizens  employed  in  the  international  organizations  of 
which  this  Government  is  a member.  The  Department  of  State  has  fostered 
employment  of  an  increasing  number  of  U.S.  citizens  through  negotiations  with 
the  international  organizations.  Any  delay  or  suspension  in  the  processing  of 
cases  would  not  be  in  the  best  interests  of  the  U.S.  Government  because  (1)  ap- 
pointments cannot  be  made  until  the  results  of  investigations  have  been  evaluated, 
notwithstanding  the  desire  of  the  applicant  to  accept  appointment  or  the  willing- 
ness of  the  international  organization  to  hire  him;  (2)  even  under  normal  time 
schedules  of  processing  investigation  cases,  several  weeks  or  more  elapse  from  the 
start  of  the  investigation  until  a report  reaches  the  head  of  the  international 
organization  where  the  vacancy  exists.  As  a result,  applicants  become  dis- 
couraged, the  agency  hires  someone  else  other  than  a U.S.  citizen,  and/or  the 
international  organization  resists  considering  U.S.  citizens  as  other  vacancies 
develop. 
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A letter  from  the  State  Department  dated  December  19,  1958,  advises  the 
Commission  that  employment  of  U.S.  citizens  by  international  organizations  is 
expected  to  increase  in  the  period  January  to  June  1959. 

With  tlu-  funds  currently  available,  the  outlook  is  for  a shortage  of  funds  to 
develop  successively  in  the  third  and  fourth  quarters.  This  would  eventuate  in 
a growing  backlog  of  work  that  would  carry  over  into  fiscal  year  1960.  Since  the 
funds  for  this  work  are  contained  in  a separate  appropriation,  there  are  no  means 
by  which  the  Commission  could  utilize  other  funds  for  this  purpose,  even  if 
available. 

The  obligations  under  this  appropriation  are  distributed  as  follows: 


Organization 

1959  program 

1959  required 

1959  supple- 
mental 
re  iuest 

International  Organizations  Employees  Loyalty  Board: 

01  I'e  sonal  services 

$54, 000 
10, 100 

$62,  600 
10.  100 

$8, 600 

All  other 

Subtotal 

64, 100 

72,  700 

8,  600 

07  Investigations  conducted  by: 

Civil  Service  Commission 

Federal  Buieau  of  Investigation.  

Total  

237,  900 
53, 000 

348,  310 
71,  990 

110, 410 
18,  990 

355, 000 
-5,  000 

493,  000 

138, 000 
+5, 000 

Supplemental  required  for  pay  increase - 

Adjusted  total,  cost  of  program 

350, 000 

493,  000 

143, 000 

Annuities,  Panama  Canal  Construction  Employees  and  Lighthouse 
Service  Widows,  Civil  Service  Commission,  1959 

Annuities  are  paid  to  persons  who  were  employed  on  the  construction  of  the 
Panama  Canal,  or  to  their  widows;  and  benefits  are  paid  to  widows  of  former 
employees  of  the  Lighthouse  Service. 

The  following  table  indicates  the  total  amount  required  as  compared  to  funds 
appropriated: 


Appropri- 
ated, fiscal 
year  1959 

Required, 
fiscal  year 
1959 

Supple- 
mental 
request,  fis- 
cal year  1959 

Panama  Canal  construction  employees 

$2, 050. 000 
250, 000 

$2, 175, 000 
395,  000 

$125, 000 
145, 000 

Lighthouse  Service  widows 

Total 

2, 300, 000 

2,  570, 000 

270, 000 

The  need  for  funds  in  fiscal  year  1959  has  increased  because  of  (1)  recent  legisla- 
tion (Public  Law  85-351)  providing  for  a monthly  payment  increase  from  $50 
to  $75,  (2)  the  revised  trend  in  the  number  on  the  annuity  roll  of  both  the  Panama 
Canal  construction  employees  and  Lighthouse  Service  widows  (due  to  the  higher- 
than-estimated  additions  and  fewer  drops),  and  (3)  the  increased  number  of 
retroactive  claims  filed. 

Although  the  Panama  Canal  Construction  Act  was  originally  enacted  in  1944, 
new'  claims  continue  to  be  received  each  year.  In  the  light  of  current  experience, 
it  is  expected  that  more  claims  requiring  retroactive  payments  will  be  received 
than  was  estimated  at  the  time  of  preparing  the  1959  budget. 

Public  Law  85-351,  approved  March  28,  1958,  provides  for  an  additional  $25  a 
month  to  be  paid  to  widows  of  certain  former  employees  of  the  Lighthouse  Service, 
increasing  the  annual  rate  of  payment  from  $600  to  $900.  In  addition,  deaths  of 
Lighthouse  Service  retirees  in  fiscal  year  1958  have  increased  approximate^  50 
percent  over  the  previous  year  and  consequently,  claims  from  wfidows  of  former 
employees  of  the  Lighthouse  Service  are  increasing. 
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The  following  are  detailed  statements  indicating  the  basis  of  the  estimated 
supplemental  requirements : 


Statement  of  supplemental  funds  required  to  finance  payments  to  Panama  Canal 

construction  annuitants -for  fiscal  year  1959 


Number 

Annual  rate 

Amount 

Annuity  roll  at  July  1,  1958. _ --  --  --- 

Anticipated  additions  fiscal  year  1959  retroactive  to  May  29, 
1944  (15  additions X $900  annual  rateX  15.08  years) 1 - ..  .. 

Total  - --  ------  --  

2, 275 

15 

$900 

$2, 047, 500 
204, 000 

2, 290 
170 

2,  251,  500 
76,  500 

Less  estimated  drops  fiscal  year  1959  for  death  - . . __ 

Revised  estimate  for  fiscal  year  1959  requirements--. 
Available  for  fiscal  year  1959 _ __  _ _ . _ 

450 

2,120 

2, 175, 000 
2,  050, 000 

Additional  funds  required  for  fiscal  year  1959  for  Panama 
Canal  construction  annuitants  . 

125, 000 

-i  The  retroactive  date  refers  to  the  effective  date  of  the  act  providing  such  annuities  and  is  the  date  from 
which  Tefxoactive  benefits  are  computed.  The  third  figure  in  the  formula  refers  to  the  number  of  years’ 
retroactive  benefits  to  which  new  additions  to  the  roll  are  entitled. 


At  the  time  the  1959  budget  was  submitted,  the  Panama  Canal  construction 
annuity  roll  at  July  1,  1958,  was  estimated  to  be  2,251  while  actually  it  was  2,275, 
or  an  increase  of  24.  Also,  there  were  10  adds  and  185  drops  estimated  at  that 
time.  Recent  experience  indicates  that  there  will  be  5 more  adds  and  15  less 
drops  than  previously  estimated,  resulting  in  a higher  annuity  roll  than  that 
estimated  originally  for  fiscal  year  1959.  Payment  to  the  estimated  2,120  bene- 
ficiaries on  this  roll  will  cost  $2,175,000,  or  $125,000  more  than  the  amount 
available. 


Statement  of  supplemental  funds  required  to  finance  payments  to  widows  of  former 
employees  of  the  Lighthouse* Service  for  fiscal  year  1959 


Number 

Annual 

rate 

Amount 

Annuity  roll  at  July  1,  1958 ..  ..  

408 

$900 

$367,  200 
13, 500 

11, 600 
9,450 

Actual  additions  to  the  roll  in  July  1958 ...  

15 

Anticipated  additions  fiscal  year  1959  retroactive  to  Sept.  1,  1950  1 (2 
additions  times  $600  annual  rate  times  7.583  years  plus  2 additions  $900 
annual  rate  times  1.25  years)2.  . ...  ..  . . 

2 

Other  additions  for  fiscal  year  1959  (those  not  entitled  to  retroactive  bene- 
fits)  - - 

21 

450 

Total...  - 

446 

401,  750 
6,  750 

Less  estimated  drops  fiscal  vear  1959  for  death _ 

15 

450 

Revised  estimate  for  fiscal  year  1959  requirements.-  . . 

431 

395.000 

250. 000 

Available  for  fiscal  year  1959 _ . . 

Additional  funds  required  for  fiscal  year  1959  for  widows  of  former  em- 
ployees of  the  Lighthouse  Service -.  ...  . _ _ 

145, 000 

i The  retroactive  date  refers  to  the  effective  date  of  the  act  providing  such  annuities  and  is  the  date  from 
which  retroactive  benefits  are  computed. 

3 The  annual  rate  of  $600  was  applied  for  the  period  Sept.  1,  1950,  to  Mar.  31,  1958,  and  the  annual  rate  of 
$900,  for  the  period  commencing  Apr.  1,  1958  in  accordance  with  Public  Law  85-351,  approved  Mar.  28 
1958.  The  3d  figure  in  the  formula  refers  to  the  number  of  years’  retroactive  benefits  to  which  new  addi- 
tions to  the  roll  are  entitled. 

At  the  time  the  1959  budget  request  was  submitted,  the  annuity  roll  at  July  1, 
1958,  had  been  estimated  at  400  while  actually  it  was  408.  Additions  to  the  roll 
in  July  1958,  amounted  to  15  and  it  is  estimated  that  23  more  additions  will  be 
made  in  fiscal  year  1959.  Two  of  these  additions  will  require  retroactive  pay- 
ments totaling  $11,600.  These  38  adds,  less  15  estimated  drops,  result  in  an 
annuity  roll  of  431  costing  $395,000,  or  $145,000  more  than  the  amount  available. 

For  the  fiscal  year  1959,  the  Commission’s  appropriation  request  to  finance 
payments  to  beneficiaries  covered  by  these  acts  was  reduced  $28,000.  This 
reduction,  in  addition  to  such  factors  as  (1)  the  higher  number  of  beneficiaries 
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than  was  anticipated  in  the  1959  budget,  (2)  the  additional  numbers  of  claims  to 
be  paid,  and  (3)  increased  annuity  payments  under  the  new  law,  create  the  need 
for  a supplemental  appropriation  in  the  amount  of  $270,000  for  1959. 

The  payment  of  the  additional  moneys  in  accordance  with  the  requirements 
enumerated  in  the  previous  paragraph  will  deplete  available  funds  to  the  extent 
that  annuity  benefit  payments  cannot  be  made  for  the  months  of  May  and  June 
1959,  unless  additional  funds  are  appropriated. 

Program  and  financing 


1959 

presently 

available 

1959 

revised 

estimates 

1959  increase 
(+)  or  de- 
crease (— ) 

Program  by  activities: 

1.  Recruiting  and  examining 

$6, 631, 198 

3. 934. 000 

2. 395. 000 
2,  218,  000 
1,  786, 000 

835, 000 
2, 022,  000 

$6,  726, 198 

3. 956. 000 
2, 419,  000 

2. 248. 000 

1,  786, 000 
839,  000 

2,  022, 000 

+$95,  000 
+22,  000 
+24,  000 
+30,  000 

+4, 000 

2.  Investigation  of  character  and  fitness  for  employment. _ 

3.  Inspections  and  classification  audits . 

4.  Administration  of  the  retirement  systems 

5.  Developing  programs  and  standards.  

6.  Appellate  functions 

7.  Executive  and  administrative  services 

Total  program  costs 

8.  Relation  of  costs  to  obligations: 

Costs  financed  from  obligations  of  other  years  (un- 
paid undelivered  orders),  net...  

Supplemental  required  for  pay  increase 

Total  obligations 

19, 821, 198 

-114,  504 
-1,625, 000 

19, 996, 198 
-114,  504 

+175, 000 
+1,  625,  000 

18,  081,  694 
+118,  306 

19, 881, 694 
+118,  306 

+1, 800, 000 

Financing:  1959 "appropriation  available  in  1958. 

New  obligational  authority. 

18, 200,  000 

20, 000, 000 

+1, 800, 000 

Object  classification 


1959 

presently 

available 


1959 

revised 

estimate 


1959  increase 
(+)  or 
decrease  (— ) 


Total  number  of  permanent  positions. 
Full-time  equivalent  of  all  positions.. 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year.. 

01  Personal  services: 


2,800 

9 

2,  750 
2,760 


2, 800 
9 

2,  750 
2,  760 


Permanent  positions 

Positions  other  than  permanent 

Other  personal  services. — 

Total  personal  services. 

02  Travel 

03  Transportation  of  things 

04  Communication  services 

05  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services 

Services  performed  by  other  agencies 

08  Supplies  and  materials 

09  Equipment. 

11  Grants,  subsidies,  and  contributions 

13  Refunds,  awards,  and  indemnities 

15  Taxes  and  assessments.. 

1959  program  obligated  in  1958 

Supplemental  required  for  pay  increase 


$16, 381,  786 
46, 832 
81, 382 


16, 510, 000 
472,  000 

79. 000 

523. 000 

92. 000 

428. 000 
162,  600 
154,  400 
240,  000 

88,  000 
1, 066,  000 
8,  000 
2,  000 
-118,  306 
-1,  625,  000 


18,  081,  694 


$16,  381,  786 
46,  832 
111,382 


16,  540,  000 
500,  000 
91,000 
523,  000 
92,  000 
428,  000 
167,  600 
154,  400 
240,  000 
188,  000 
1, 066, 000 
8,000 
2, 000 
-118,  306 


19,  881,  694 


+$30, 000 


+30, 000 
+28,  000 
+12, 006 


+5, 000 


+100, 000 


+1,  625, 000 


+1,  800, 000 


Total  obligations 
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REDUCTION'  IN'  SALARIES  AND  EXPENSES 

Mr.  Magnuson.  Proceed  with  your  statement. 

Let  me  ask  you  first:  There  was  no  question  about  the  $270,000  for 
annuities,  was  there? 

Mr.  Jones.  No,  sir. 

Mr.  Magnuson.  That  is  all  taken  care  of? 

Mr.  Jones.  Yes,  sir;  and  there  is  no  appeal  frcm  us  for  further 
consideration  by  the  Senate  of  the  amount  requested  for  investiga- 
tions of  U.S.  citizens  for  employment  by  international  organizations. 
The  workload  has  fallen  off  and  we  can  get  along  very  well  with  the 
House  amount. 

Mr.  Magnuson.  All  you  are  here  for  is  to  discuss  the  item  of  the 
$308,500  reduction  including  the  moving  cost? 

Mr.  Jones.  $308,500  reduction  in  salaries  and  expenses,  which  in- 
cludes the  moving  expense  item  as  one  item. 

Mr.  Magnuson.  Ml  right,  go  ahead. 

Mr.  Jones.  This  reduction  is  broken  down  into  four  main  heads: 

First,  to  meet  increased  pay  costs  $162,500; 

Second,  to  process  increased  workloads  in  the  retirement  division 
$15,000; 

Third,  to  meet  increased  travel  costs  814.000;  and 

Fourth,  the  item  to  which  the  chairman  just  referred,  to  furnish 
equipment  for  new  office  space  in  the  New  York  regional  office  and 
for  the  recruiting  and  information  center  in  Washington,  8117,000. 

With  respect  to  the  first  item,  the  House  reduced  the  increased  pay 
cost  item  by  10  percent  or  $162,500.  The  estimates  as  they  came 
forward  to  the  Congress  were  very  tight,  and  we  find  that  this  further 
reduction  is  going  to  cause  us  rather  serious  problems. 

In  this  connection  I think  it  is  significant  that  the  funds  appro- 
priated for  the  fiscal  year  1959  are  already  8100,000  less  than  the 
amount  available  last  year,  and  that  within  this  reduced  amount  the 
Commission  had  to  provide  for  new  work  items  and  increased  costs 
of  approximately  $150,000.  Thus  we  have  already  absorbed  a 
reduction  of  about  a quarter  of  a million  dollars,  which  could  other- 
wise have  been  used  to  offset  part  of  the  increased  pay  cost. 

INCREASED  PAT  COSTS 

Mr.  Magnuson.  Now,  are  those  increased  pay  costs,  so  the  record 
is  clear,  for  the  employees  within  the  Commission  itself? 

Mr.  Jones.  Entirely. 

Mr.  Magnuson.  And  were  the  costs  required  by  law? 

Mr.  Jones.  They  are  costs  required  by  the  Federal  pay  increases 
enacted  by  Congress. 

Mr.  Magnuson.  Which  applies  to  the  administration  of  civil 
service  just  as  well  as  to  other  Government  employees? 

Mr.  Jones.  That  is  correct,  Senator. 
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To  absorb  this  additional  reduction  of  $162,500  in  the  remaining 
weeks  of  the  year  would  require  the  usual  types  of  actions  that  you 
have  to  do.  It  would  be  a robbing  of  Peter  to  pay  Paul  operation. 
We  would  have  to  push  over  into  the  fiscal  year  1960  a good  many 
thing,  that  should  be  done  this  year,  which  means  that  backlogs  will 
increase  F urthermore,  we  have  had  to  take  certain  measures  already 
like  the  freezing  of  vacancies  and  hope  that  we  will  be  able  to  operate 
without  having  to  order  any  kind  of  furlough.  We  may  have  to  have 
some  furloughs. 

We  have  already  had  to  take  money  from  some  other  objects  of 
expense  which  again  is  a robbing  Peter  to  pay  Paul  operation. 

Mr.  Magnuson.  The  House  suggested  you  take  this  out  of  your 
administrative  expense? 

Mr.  Jones.  They  did,  sir. 

While  we  cannot  deny  that  it  can  be  done,  it  will  be  done  at  the 
expense  of  next  year’s  workload  situation  in  large  part. 

'J  he  second  item,  which  has  to  do  with  retirement.  The  passage  of 
Public  Law  85-465  has  added  new  workloads 

Mr.  Magnuson.  In  your  letter,  the  second  item  is  on  the  moving 
cost.  You  have  waived  that? 

Mr.  Jones.  No;  we  have  not. 

You  mean  the  moving  cost  and  purchase  of  furniture  in  Washington 
and  New  York? 

PURCHASE  OF  FURNITURE  AND  MOVING  COSTS 

Mr.  Magnuson.  I have  in  your,  letter,  to  me  here  the  second  cost, 
Mr.  Jones,  the  House  denied  entirely  your  request  for  $117,000  for 
purchase  of  furniture  and  moving  cost? 

Mr.  Jones.  Yes. 

Mr.  Magnuson.  Well,  direct  your  comments  to  that. 

Mr.  Jones.  For  several  years  the  Commission  has  been  concerned 
about  the  quarters  occupied  by  its  second  regional  office  in  New  York 
City,  and  the  recruiting  and  information  facility  here  in  Washington. 

We  have  worked  out  with  General  Services  "Administration  a new 
arrangement  under  which  we  can  relocate  these  offices  into  more  suit- 
able space. 

This  $117,000  is  to  provide  for  the  moving  expense  and  for  the 
furniture  of  the  new  locations.  The  request  includes  $70,000  for  New 
York  and  $47,000  for  Washington.  The  House  denied  the  funds  for 
that  purpose. 

We  believe  that  the  two  moves  will  contribute  greatly  to  the 
effectiveness  of  our  operation.  It  is  a matter  of  considerable  concern 
that  now  when  GSA  is  in  a position  to  provide  better  space  for  our 
offices  that  we  are  unable,  for  lack  of  funds,  to  take  advantage  of  the 
opportunity  that  they  are  making  available  to  us. 

Senator  Magnuson.  Where  are  you  going  to  establish  a new  re- 
cruiting information  center  here? 

Mr.  Jones.  That  will  be  established  in  a vacant  store  building  at 
the  corner  of  Eighth  and  E Streets  NW.  Our  needs  for  furniture  for 
this  location  is  $47,000. 
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Senator  Magxusox.  Has  Mr.  Floete  got  a good  lease  for  you? 

Mr.  Joxes.  He  has  a very  good  lease. 

Senator  Magxusox.  What  about  New  York? 

Mr.  Joxes.  With  regard  to  New  York,  I will  have  to  refer  that  to 
Mr.  Williams,  because  I have  not  had  a chance  vet  to  take  a look  at 
that. 

NEW  YORK  OFFICE 

Mr.  Williams.  GSA  is  now  negotiating  a lease  for  us  at  220  East 
46th  Street.  It  is  a building  owned  and  partially  occupied  by  a New 
York  newspaper,  the  Daily  News. 

At  the  present  time  we  are  in  the  old  Appraisers  Store  Building  on 
Christopher  Street,  a building  which  is  about  75  years  old.  The 
appraiser  got  out  of  it  some  35  years  ago  because  it  was  too  old.  It 
is  in  a pretty  poor  part  of  the  city. 

Part  of  our  business,  of  course,  is  to  attract  the  public  to  us  for  the 
purpose  of  inquiring  about  civil  service  examinations.  The  neighbor- 
hood of  our  present  quarters  is  simply  not  suitable  for  this  purpose. 
This  is  one  of  the  reasons  why  we  have  requested  this  $70,000 — to 
get  into  a better  neighborhood,  better  suited  for  our  purposes. 

Senator  Magxusox.  The  lease  has  not  been  signed  vet? 

Mr.  Williams.  The  lease  has  not  been  signed  yet,  sir. 

Senator  Magxusox.  When  will  it  be  signed? 

Mr.  Williams.  It  is  presently  in  negotiation. 

Senator  Magxusox.  Why  do  you  not  wait  until  the  lease  is  signed? 

Mr.  Williams.  We  will  still  need  funds  at  the  time  the  lease  is 
signed  in  order  to  defray  the  cost  of  moving  and  for  the  purpose  of 
purchasing  furniture  to  move  in  to  the  new  space. 

Senator  Magxusox.  This  is  the  middle  of  April.  We  have  only 
2%  months  until  your  regular  appropriation  comes  along.  Could  you 
not  ask  for  it  then? 

Mr.  Williams.  Of  course,  our  regular  appropriation  is  under 
consideration  now.  We  have  had  our  hearings  on  the  House  side. 

Senator  Magxusox.  But  not  over  here? 

Mr.  Williams.  Not  over  here;  no,  sir. 

Senator  Magxusox.  Why  don’t  you  come  in  with  this  item  when 
the  lease  is  signed? 

Mr.  Williams.  We  could  do  that,  sir. 

Senator  Magxusox.  We  will  be  here.  I think  you  ought  to  cut 
that  one  out.  You  have  heard  all  of  this  talk  about  the  budget 
being  in  balance.  Let  us  wait  until  the  lease  is  signed.  We  will  be 
holding  hearings  all  of  the  next  2 months  on  all  the  independent 
offices. 

But  if  you  have  a good  lease  here  in  Washington,  that  is  another 
matter.  That  is  all  done. 

Mr.  Williams.  We  do  have  a firm  lease  here  in  Washington. 
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Mr.  Jones.  I think  it  is  important  to  note  that  the  Civil  Service 
Commission  in  Washington  is  still  finding  it  necessary  to  give  exami- 
nations every  day  in  the  working  week  and  that  the  quarters  have  not 
been  very  good  for  that  type  of  operation.  Typists  and  other  job 
applicants  just  have  to  be  examined. 

Senator  Magnuson.  You  have  been  down  there  for  some  time. 
You  can  stand  it  another  couple  of  months  in  New  York,  then  you 
can  come  in  here  when  the  lease  is  signed. 

PROCESSING  RETIREMENT  ANNUITY  CLAIMS 

Now,  you  have  No.  3,  your  request  for  30,000  for  processing  addi- 
tional retirement  annuity  claims. 

Mr.  Jones.  Right.  That  is  very  largely  the  result 

Senator  Magnuson.  'What  the  House  did  is  cut  the  30  right  in 
half. 

Mr.  Jones.  That  is  right. 

Senator  Magnuson.  Tell  us  about  that. 

Mr.  Jones.  On  that,  Senator  Magnuson,  we  have  no  control  over 
the  volume  of  retirement  claims  since  they  are  filed  in  the  exercise  of 
legal  rights  of  annuitants  and  other  beneficiaries. 

It  has  always  been  our  hope  and  desire  to  handle  these  things  very 
promptly.  We  are  continuing  a very  diligent  effort  to  process  these 
workloads  on  a current  basis.  We  have  been  able  to  handle  most  of 
the  increases  in  workload  again,  but  the  process  of  taking  resources 
away  from  other  authorized  activities. 

If  we  are  going  to  stay  on  a current  basis  and  start  the  new  year  on 
a current  basis,  we  should  clean  out  the  backlog.  There  is  no  item  I 
believe  which  results  in  quicker  criticism  of  the  Commission  and  of  the 
Congress  than  for  us  to  fail  to  process  retirement  claims  quickly. 
The  public  will  immediately  write  to  the  Congress  and  take  a poke  at 
the  Civil  Service  Commission. 

Senator  Magnuson.  It  saves  money  to  keep  that  up  to  date  in 
my  opinion,  because  it  is  going  to  cost  you  $15,000  to  even  get  the 
request  to  Congress  when  you  are  behind,  to  process  those. 

Mr.  Jones.  That  is  right. 

Senator  Magnuson.  It  will  save  us  a lot  of  trouble,  too. 

Mr.  Jones.  I think  it  will. 

TRAVEL  FUNDS 

Senator  Magnuson.  All  right.  Now,  you  have  travel,  No.  4. 

Mr.  Jones.  On  travel  there  is  a peculiar  twist  to  this  that  I think 
deserves  some  attention.  Perhaps  this  was  not  made  clear  enough 
to  the  House;  I don’t  know,  but  it  is  this,  Senator: 

Whenever  we  run  into  increased  travel  costs  there  is  only  one  way 
you  can  handle  it  and  that  is  to  cut  down  on  the  amount  of  travel. 
This  means  that  you  do  your  field  audits  and  inspections  as  close  to 
your  regional  offices  as  you  can. 

This  again  results  almost  automatically  in  criticism  of  the  Com- 
mission. The  agencies  take  the  position,  “Why  do  you  let  us,  who 
are  200  miles  away  from  the  regional  office,  wither  on  the  vine  and  not 
come  out  here  and  do  the  work,  you  are  supposed  to  do  for  us  and  just 
work  in  Chicago  or  Dallas  or  some  other  city.” 
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Increases  in  travel  costs  is  again  the  kind  of  thing  over  which  we 
have  very  little  control. 

Senator  Magnuson.  The  House  in  that  case  cut  what? 

Mr.  Jones.  Again  they  cut  it  in  half;  that  is  correct. 

Senator  Magnuson.  Can  you  get  along  until  July  1 on  this? 

Mr.  Jones.  Not  without  a considerable  pinch  and  without  further 
deferment  of  audits  and  field  inspections  that  should  be  made  now. 
If  we  have  to  do  it,  of  course,  we  can  get  along. 

Senator  Magnuson.  All  right;  thank  you  very  much,  Mr.  Jones. 
Mr.  Jones.  Thank  you,  sir. 


1959 
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FEDERAL  TRADE  COMMISSION 

STATEMENTS  OF  JOHN  W.  GWYNNE,  CHAIRMAN,  AND  WILLIAM  P. 
GLENDENING,  JR.,  COMPTROLLER 

Restoration  Request 

Senator  Magnuson.  The  Federal  Trade  Commission. 

Federal  Trade  Commission  requests  restoration  of  $54,000  cut  by 
the  House  from  their  pay  raise  supplemental,  being  a 10-percent 
reduction  from  their  estimate. 

Chairman  Gwynne  is  here  in  support  of  the  restoration. 

We  will  place  in  the  record  at  this  point  your  letter  to  the  com- 
mittee, and  you  may  proceed  with  your  statement,  Mr.  Gwynne. 
(The  letter  referred  to  follows:) 

Federal  Trade  Commission, 

Washington , April  7,  1959. 

Hon.  Warren  G.  Magnuson, 

Chairman , Subcommittee  in  Charge  of  Independent  Offices  Appropriations , 

U.S.  Senate , Washington , D C. 

Dear  Mr.  Chairman:  The  supplemental  appropriation  bill  for  the  fiscal  year 
ending  June  30,  1959,  H.R.  5916,  would  provide  the  Commission  with  only 
$486,000  for  the  purpose  of  defraying  the  cost  of  the  employees  pay  raise  bills 
passed  in  the  last  session  of  Congress.  This  is  $54,000  less  than  was  required  by 
this  Commission  for  this  purpose.  It  is  our  request  that  the  Senate  restore  this 
10  percent  reduction  of  $54,000.  This  will  be  accomplished  by  striking  “$486, 000” 
on  page  40,  line  6,  and  substituting  “$540,000.” 

With  only  3 months  of  the  fiscal  year  remaining,  an  unexpected  reduction  of 
$54,000  will  seriously  impair  the  operations  of  the  Federal  Trade  Commission. 
As  you  are  aware,  the  Federal  Trade  Commission  received  an  appropriation  in- 
crease of  only  $25,000  in  fiscal  year  1959  which  amount  does  not  even  pay  the  cost 
of  automatic  within-grade  promotions  required  by  law.  Furthermore,  91.7  per- 
cent of  each  dollar  appropriated  to  the  Federal  Trade  Commission  is  required  to 
be  spent  for  personal  services,  retirement,  and  employee  insurance.  With  these 
expenditures  for  personal  services  and  related  costs  already  committed,  this 
reduction  must  be  made  up  by  cancellation  of  travel  and  other  necessary  opera- 
tional costs  of  the  Commission. 

If  this  $54,000  reduction  is  not  restored  by  the  Senate  the  Commission  will  be 
required  to  leave  unfilled  18  essential  positions;  to  reduce  travel  by  more  than 
400  man-days  which  will  require  either  cancellation  or  postponement  until  fiscal 
year  1960  of  scheduled  trials  and  investigations  and  the  resulting  loss  of  the 
professional  services  of  employees  engaged  in  this  work;  to  cancel  or  defer  until 
1960  fiscal  year  all  further  clinical  testing  of  drugs,  therapeutics  and  devices; 
and  to  eliminate  all  other  expenses  such  as  the  printing  of  a volume  of  Commission 
decisions  and  the  purchasing  of  necessary  and  required  supplies  and  equipment. 

In  addition  to  the  foregoing,  I would  like  to  have  you  consider  the  fact  that  the 
Commission  has  recently  requested  an  increase  of  $460,000  for  the  Commission, 
such  request  being  predicated  upon  a showing  of  an  overload  of  pending  work 
and  the  enforcement  of  two  laws  passed  by  the  last  Congress  and  committed  to 
the  Commission  for  enforcement.  The  loss  of  momentum  incident  to  the  reduction 
here  under  consideration  will  constitute  a serious  setback  to  the  Commission’s 
law  enforcement  responsibilities,  which,  as  you  know,  are  directly  related  to  the 
public  interest. 

Sincerely  yours, 


John  W.  Gwynne,  Chairman. 
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General  Statement 

Mr.  Gwynne.  Very  well,  Senator.  The  letter  in  fact  sets  out  very 
accurately  and  thoroughly  our  reasons  for  asking  for  the  restoration 
of  this  $54,000.  It  is  to  make  up  the  10  percent  of  salaries  that  has 
been  cut  off  by  the  House. 

We  have  now  gone  through  three-quarters  of  the  year  and  have 
had  considerable  difficulty  in  keeping  within  the  money  we  have 
available.  There  are  several  reasons  for  it. 

In  the  first  place,  we  have  two  additional  laws  passed  by  the 
Congress  which  give  us  additional  expense.  The  first  is  the  Fiber 
Identification  Act.  While  the  actual  enforcement  of  that  law  does 
not  begin  until  fiscal  year  1960,  nevertheless  we  have  had  the  duty 
of  preparing  rules  and  regulations,  we  have  been  in  contact  with 
industry,  we  have  had  hearings,  and  we  have  been  compelled  to  put 
some  of  our  staff  on  that  work  which  has  caused  additional  expense. 

The  other  law  which  was  passed  in  the  closing  days  of  the  last 
session  was  the  amendment  to  the  Packers  and  Stockyards  Act.  You 
will  recall  the  Federal  Trade  Commission  and  the  Department  of 
Agriculture  had  had  some  difficulties  about  the  limits  of  our  jurisdiction. 

We  had  it  in  the  courts.  We  also  appealed  to  Congress  and  Congress 
eventually  settled  it  by  amending  the  law. 

CLINICAL  TESTING  OF  THERAPEUTICS  AND  DRUGS 

Senator  Magnuson.  Then  the  job  of  this  clinical  testing  of  thera- 
peutics and  drugs  is  a little  bigger  than  we  anticipated. 

Mr.  Gwynne.  Absolutely.  I might  say  it  is  growing  bigger 
constantly. 

Senator  Magnuson.  It  is  a job  that  needed  to  be  done. 

Mr.  Gwynne.  It  surely  does. 

Senator  Magnuson.  Of  course,  when  you  fellows  get  a cut  it  is 
just  all  in  personnel;  it  is  jobs  that  you  have  been  required  to  do  and 
you  just  have  to  slow  them  up.  That  is  about  all  you  can  do. 

Mr.  Gwynne.  That  is  it. 

Senator  Magnuson.  I know  that  on  that  drug  matter,  Senator 
Allott,  Chairman  Gwynne,  and  I,  all  of  us,  got  together  about  a year 
and  a half  ago  and  started  this  study  on  the  cost  of  drugs,  the  anti- 
biotics, and  all  of  these  things.  We  ran  into  a lot  of  things  that  we 
did  not  expect,  a lot  of  things  that  should  have  been  done. 

As  a matter  of  fact,  that  led  to  the  indictment  of  the  drug  firms  for 
price  fixing,  and  I think  it  has  done  the  public  a greater  service  to 
date,  but  there  is  a great  deal  more  that  needs  to  be  done. 

Mr.  Gwynne.  There  is  more  than  I had  anticipated  needed  to  be 
done. 

Senator  Magnuson.  We  will  take  a look  at  that.  We  will  put  this 
letter  in  the  record  in  full. 

Mr.  Gwynne.  Mr.  Glendening  suggests  that  the  cut  would  prevent 
us  from  doing  any  additional  testing;  is  that  right? 

Mr.  Glendening.  That  is  right. 

Senator  Magnuson.  For  the  remainder  of  the  year? 

Mr.  Glendening.  That  is  right. 

Senator  Magnuson.  We  do  not  want  to  stop  this.  Once  we  stop 
this  we  will  not  get  our  momentum  back. 

Mr.  Glendening.  That  is  right. 
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Corregidor-Bataan  Memorial  Commission 


STATEMENT  OF  EMMET  O’NEAL,  CHAIRMAN 

House  Action 


Senator  Magnuson.  The  supplemental  estimate  in  House  Docu- 
ment No.  58  requested  $46,000  for  the  expense  of  this  Commission,  to 
remain  available  until  June  30,  1960.  The  House  committee  stated 
in  their  report: 

The  committee  has  denied  the  request  of  $46,000  for  this  Commission.  Funds 
have  previously  been  denied,  and  the  work  is  currently  suspended. 

I understand  that  no  appropriation  was  made  for  1959,  but  that 
operations  were  continued  until  August  28,  1958. 

Mr.  Emmet  O’Neal,  Chairman  of  the  Commission,  is  requesting 
restoration. 

We  will  place  in  the  record  your  letter  and  the  supplemental 
estimate. 

You  may  proceed  with  your  statement. 

(The  material  referred  to  follows :) 


Washington  D.C.,  April  3,  1959 . 

Hon.  Carl  Hayden, 

Chair  man.  Senate  Appropriation  Committee, 

The  Capitol,  Washington,  D.C. 

Dear  Senator:  As  Chairman  of  the  Corregidor  Bataan  Memorial  Commission 
I respectfully  request  a hearing  before  your  committee  relative  to  an  item  of 
$46,000.  This  is  for  our  barest  needs  for  the  fiscal  years  1959  and  1960. 

I would  like  to  explain  the  items  and  what  has  occurred  in  the  progress  of  our 
work. 

With  highest  regards, 

Sincerely  yours,  . 


Emmet  O’Neal. 


Supplemental  Estimate  in  House  Document  No.  58 

(P.13) 


“CORREGIDOR  BATAAN  MEMORIAL  COMMISSION 

“For  expenses  necessary  to  carry  out  the  provisions  of  the  Act  of  August  5,  1953, 
as  amended  (67  Stat.  366;  69  Stat.  589;  71  Stat.  457;  72  Stat.  416),  $46,000,  to 
remain  available  until  June  30,  1960.” 

This  proposed  appropriation  is  to  meet  administrative  expenses  of  the  Com- 
mission in  planning  for  the  financing  and  construction  of  a memorial  on  Corregidor 
Island.  No  appropriation  has  been  enacted  for  these  1959  expenses  and  the  work 
of  the  Commission  is  therefore  currently  suspended. 

[ General  Statement 

Mr.  O’Neal.  Mr.  Chairman,  I think  I can  clarify  that  matter. 
That  is  not  exactly  correct. 

The  basic  purpose  of  the  Corregidor-Bataan  Memorial  Commission 
is  to  memorialize  the  services  of  some  5 million  men  and  women  who 
fought  under  the  American  flag  and  Philippine  flag  in  World  War  II, 
especially  those  who  gave  their  lives  in  the  defense  of  freedom. 

It  has  many  other  highly  important  purposes.  The  Commission  is 
virtually  a congressional  committee  since  six  of  the  nine  members  of 
the  Commission  must  be  Members  of  Congress,  three  U.S.  Senators, 
and  three  U.S.  Representatives. 
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The  senatorial  Members  are  Senators  Wiley,  Sparkman,  and  Scott. 

The  Commission  was  created  by  congressional  action  and  four  times 
legislation  dealing  with  the  Commission  has  been  passed  without  any 
recorded  opposition. 

There  is  widespread  support  of  the  purpose  of  the  Corregidor  legis- 
lation, including  the  various  departments  which  have  been  consulted. 
The  last  legislative  bill  was  passed  in  1958  toward  the  close  of  the  ses- 
sion. Consequently,  we  could  not  ask  for  this  appropriation  until 
right  at  the  end  of  "the  session. 

The  Senate  passed  the  appropriation;  the  House  committee  had  no 
hearing,  because  the  authorization  bill  had  not  then  passed  Congress. 
The  House  conferees  did  not  recede  and  concur  in  the  Senate  amend- 
ment. That  was  the  little  amount  we  asked  for  the  latter  part  of 
last  year  and  is  a part  of  the  present  request.  We  now  have  an 
authorization  from  Congress  of  another  $100,000  for  the  work  of 
the  Commission. 

That  was  passed  in  1958.  So  we  now  have  full  authorization  for 
what  we  are  asking  here.  Although  technically  true,  I do  not  believe 
it  is  exactly  correct  to  say  that  Congress  previously  denied  our 
operating  funds. 

\ Under  that  authorization  the  commission  is  asking  for  $46,000  to 
take  care  of  our  barest  office  requirements  for  fiscal  1959  and  1960. 
It  will  provide  for  an  executive  director  and  a typist.  No  member 
of  the  Commission  can  receive  any  salary  or  pay  of  any  kind,  including 
the  Chairman. 

Provision  is  also  made  for  possible  travel  to  Corregidor  by  not 
more  than  three  Commission  or  staff  members.  This  traveling  will 
not  be  necessary  unless  the  construction  phase  occurs  in  fiscal 
year  1960. 

y Also,  provision  is  made  in  the  requested  amount  for  obtaining 
architectural,  sculptural,  and  engineer  guidance. 

FUNCTIONS  OF  COMMISSION 

Under  this  appropriation  staff  planning  will  proceed  on  the  develop- 
ment of  the  following: 

An  agreement  with  the  Philippines  as  to  handling  of  the  memorial 
after  its  erection  ; 

A draft  contract  with  the  design  architect; 

A list  of  qualified  and  acceptable  sculptors  and  muralists; 

Sketch  drawings  of  the  memorial  based  on  approved  design; 

A list  of  historical  items  to  be  obtained  from  naval  vessels  that 
served  in  the  Pacific  war. 

Finally,  budgetary  and  legislative  presentations  will  be  prepared 
for  use  during  the  1st  session  of  the  86th  Congress. 

Now,  I will  attempt  to  explain  what  happened  before  the  House 
i subcommittee.  We  appeared  before  the  deficiency  subcommittee  in 
' the  House  in  the  consideration  of  this  second  supplemental.  We  were 
j received  most  cordially  and  some  members  expressed  their  approval 
! openly  and  there  was  no  question  or  comment  indicating  opposition. 

Since  our  request  was  authorized  by  a legislative  committee,  we 
1 did  not  attempt  to  go  into  the  man}-  factors  which  make  the  memorial 
of  great  national  and  international  importance,  - 


|| 
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When  this  second  supplemental  was  reported  our  request  did  not 
appear  in  the  bill. 

As  you  know,  many  items  were  eliminated  by  the  subcommittee 
of  the  Appropriations  Committee  of  the  House  and  the  House  was  in 
an  uproar.  Instead  of  trying  to  make  a fight  on  the  floor  of  the  House, 
we  deemed  it  better  to  present  our  budgetary  request  directly  to  this 
committee.  The  House  report  on  this  second  supplemental  carried 
only  three  short  lines  about  our  request.  It  stated  that  the  Commis- 
sion’s work  was  “dormant.” 

RESOLUTION  PY  PHILIPPINES  HOUSE  OF  REPRESENTATIVES 

While  the  report  was  being  prepared  the  chairman  received  seven 
cables  from  the  Philippines  voicing  support  of  the  Corregidor  memorial 
and  urging  its  erection.  One  cable  told  of  a resolution  passed  by  the 
Philippine  House  of  Representatives: 

Unanimously  urging  the  expeditious  erection  of  the  memorial. 

The  cables  were  a strong  contrast  to  the  statement  in  the  report 
that  the  Commission’s  work  was  dormant.  The  truth  is  that  the 
Commission  is  most  active  and  is  fast  approaching  its  most  important- 
phase,  the  erection  of  the  memorial. 

The  failure  to  act  on  the  part  of  the  subcommittee  does  not  stop 
the  work  of  the  committee.  It  merely  places  a further  financial 
burden  on  the  chairman  and  other  interested  Americans. 

The  Commission  would  be  unable  to  have  office  help  or  to  pay  the 
salary  of  our  efficient  and  devoted  executive  director,  Captain  Kelley. 
No  doubt  he  will  continue  to  give  of  his  time  and  means  to  carry  on 
as  he  has  in  the  recent  past. 

We  have  gone  into  many  phases  of  the  memorial  on  several  occasions 
with  the  legislative  committees  of  both  the  House  and  the  Senate. 
After  extensive  legislative  action  we  are  proceeding  to  carry  out  the 
mandates  of  Congress. 

We  realize  the  the  Appropriations  Committee  cannot  go  into  our 
purposes  and  plans  with  the  completeness  of  a legislative  committee, 
but  since  the  action  of  the  House  subcommittee  seriously  delays  and 
retards  the  patriotic  work  being  done  by  this  Commission,  I feel  it  is 
most  necessary  to  touch  upon  those  matters  at  least  briefly. 

Congress  through  appropriated  funds  has  spent  over  $41  million  in 
Europe  on  beautiful  memorials  and  memorial  cemeteries  honoring  those 
Americans  who  served  in  the  European  theater  in  World  War  I and  II. 
Almost  15  years  have  elapsed  since  the  war  ended  in  the  Far  East. 
There  is  practically  no  American  memorial  in  the  Philippines  or  the 
Far  East.  The  only  one  of  which  I have  any  knowledge  is  a cemetery 
in  Manila,  which  is  for  Americans  only.  That  is  the  complete  memo- 
rializing we  have  done  in  the  Far  East  as  against  $41  million  in 
Europe. 

That  was  one  of  the  purposes  which  induced  me  to  get  into  this 
fight  for  better  recognition  of  what  our  men  did  in  the  Far  Pacific  and 
what  the  Philippines  did. 

With  one  magnificent,  sensitive,  impressive  memorial  on  Corregidor 
the  Corregidor  Bataan  Commission  expects  to  do  the  will  of  Congress 
and  correct  that  situation.  The  memorial  will  fittingly  commemorate 
the  greatest  and  most  unselfish  feat  of  arms  in  the  history  of  the  world, 
America’s  participation  in  World  War  II. 
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It  will  keep  alive  the  memory  and  deeds  of  the  5 million  Americans 
and  Filipinos  who  served  in  the  war  in  the  Pacific.  They  are  numerous 
in  every  State  of  the  Union. 

The  hallowed  land  of  Corregidor  will  be  preserved  for  the  inspiration 
of  generations  to  come.  There  will  be  protected,  in  a fireproof  building, 
the  history  of  the  war  in  the  Pacific,  the  memorabilia  of  that  war,  its 
records  and  true  meaning  as  well  as  the  names  of  those  who  served. 

After  the  erection  of  the  memorial  it  will  be  used  as  a vital,  living 
memorial  for  combating  communistic  influence  in  the  Far  East  and 
the  world.  It  will  serve  in  the  same  cause  for  which  men  died  and 
sacrificed  so  much  in  that  war. 

Corregidor  and  Bataan  w^ere  once  a part  of  the  United  States. 
Today  they  are  among  the  most  hallowed  spots  in  iUnerican  and 
Philippine  history.  It  is  unique  and  most  meaningful  for  our  country 
to  place  not  upon  our  soil,  but  upon  Philippine  soil,  an  impressive 
sensitive  tribute  to  those  Filipinos  and  Americans  vdiose  blood 
commingled  in  the  soil  of  Corregidor  and  Bataan. 

Further,  it  will  be  a permanent  understandable  expression  of  the 
50  friendly  peaceful  years  when  the  Philippines  were  a part  of  our 
country.  It  will  be  one  way  to  continue  to  express  to  the  Filipinos 
our  undying  recognition  of  that  bravery  and  loyalty  in  standing  with 
the  United  States  and  democracy. 

It  was  no  light  decision  to  make  and  it  caused  more  loss  of  life  of 
Filipinos  than  the  total  casualties  of  all  American  troops  in  World 
War  I and  II  combined. 

Mr.  Chairman,  there  is  much  more  I wrould  like  to  say.  The 
Filipinos  are  extreme!}7  anxious  to  have  this  go  forward.  They  have 
waited  patiently  several  years,  ever  since  w7e  were  authorized  by 
Congress  to  get  started  on  the  project.  So  we  feel  that  any  delay 
will  be  a terrific  disappointment  not  only  to  them,  but  to  many,  many 
people  in  this  country. 

I can  produce  here  tremendous  support  from  all  over  the  United 
States  and  the  Philippines.  We  will  respectfully  request  that  this 
amount,  small  amount  as  it  is,  be  reinstated  in  the  bill  and  also  that 
this  committee,  if  it  passes  the  Senate  and  gets  into  conference,  will 
give  us  the  support  there  that  is  necessary  to  provide  us  the  means  of 
doing  what  we  consider  one  of  the  most  patriotic  services  that  can  be 
rendered  to  this  country  and  to  the  Philippines. 

I thank  the  committee  very  much.  I hope  I have  not  taken  over 
5 minutes. 

Senator  Magnuson.  You  did  not.  I think  you  ought  to  put  in 
the  record  a brief  statement.  There  wras  a suggestion  made  last  year 
that  this  might  conflict  with  the  American  Battle  Monuments  Com- 
mission. Do  you  remember  that  wras  made  last  year? 

Mr.  O’Neal.  We  wall  be  glad  to  put  a statement  in  the  record. 

Senator  Magnuson.  Put  a statement  in  the  record  on  that  part 
of  it. 

Mr.  O’Neal.  We  will  do  that. 

(The  statement  referied  to  follows:) 
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Statement  by  Hon.  Emmet  O’Neal,  Chairman,  Corregidor-Bataan 

Memorial  Commission 

There  is  no  conflict  of  effort  between  this  Commission  and  that  of  the  American 
Battle  Monuments  Commission.  This  latter  Commission  has  up  to  the  present 
time,  as  regards  World  War  II,  concerned  itself  primarily  with  cemeterial  type 
memorials.  Its  comprehensive  plan  for  such  cemeterial  projects,  which  has 
been  so  capably  carried  out,  is  well  known  to  the  Congress. 

The  American  Battle  Monuments  Commission,  through  its  staff  personnel,  has 
cooperated  fully  in  assisting  the  Corregidor-Bataan  Memorial  Commission. 

I believe  I am  correct  when  I state  that  the  American  Battle  Monuments  Com- 
mission has  not  sought  the  task  of  erecting  the  Pacific  War  Memorial  planned  for 
Corregidor  Island,  nor  would  it  desire  such  an  assignment  in  view  of  its  present 
commitments  to  complete  its  own  approved  program. 

committee  recess 

Senator  Magnuson.  We  will  recess  until  2:30  this  afternoon. 
(Thereupon,  at  12:25  p.m.,  the  committee  was  recessed,  to  recon- 
vene at  2:30  p.m.,  same  day.) 
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Afternoon  Session  (Monday,  Apr.  13,  1959) 

Foreign  Claims  Settlement  Commission 

STATEMENT  OF  WHITNEY  GILLILLAND,  CHAIRMAN 

Restoration  Request 

Chairman  Hayden.  The  committee  will  be  in  order. 

Foreign  Claims  Settlement  Commission  requests  restoration  of 
$5,500  cut  by  the  House  from  their  pay  raise  supplemental,  being 
a 10  percent  reduction  from  their  estimate. 

Mr.  Gillilland  is  here  in  support  of  the  restoration.  We  will  place 
in  the  record  your  letter  to  the  committee,  and  you  may  proceed  with 
your  statement. 

(The  information  referred  to  follows :) 

Foreign  Claims  Settlement  Commission  of  the  United  States, 

Washington , D.C.,  April  1 , 1959. 

Hod.  Carl  Hayden, 

Chairman,  Senate  Appropriations  Committee, 

JJ.S.  Senate , Washington,  D.C. 

Dear  Senator  Hayden:  Your  committee’s  consideration  is  requested  for  the 
restoration  of  the  $5,500  cut  made  by  the  House  in  this  Commission’s  pay-raise 
supplemental  for  fiscal  year  1959. 

Our  original  budget  of  $650,000  for  fiscal  year  1959  was  based  on  the  premise 
that  funds  would  be  available  to  support  a staff  adequate  to  complete  most  of 
the  claims  work  under  Public  Law  285  (72  Stat.  527)  during  the  year  as  planned, 
leaving  only  residual  operations  for  fiscal  year  1960.  These  claims  have  to  be 
completed  by  August  9,  1959. 

The  fund  request  for  fiscal  year  1960  considered  this  point  by  allowing  only  a 
minimum  of  funds  and  personnel  for  liquidation  purposes. 

With  the  passage  of  Public  Law.  85-604  having  amendatory  provisions  to 
Public  Law  285,  reexamination  of  several  thousand  claims  and  reprocessing  of 
about  400  provided  an  unforeseen  workload  for  fiscal  year  1959. 

No  additional  funds  were  requested  for  this  purpose. 

There  was  instead  a definite  increase  in  work  pressure  on  staff  personnel  who 
had  been  already  laboring  heavily  under  the  strain  of  insecurity  to  complete  a 
program.  This,  in  effect,  was  an  increase  in  work  without  change  in  time  limits 
for  the  same  people.  They  have  to  complete  the  work  and  as  soon  as  they  do, 
their  positions,  in  a large  majority  of  cases,  would  be  scheduled  for  abolition. 

Public  Law  85-604  basically  provided  for  a Czechoslovakian  claims  program 
to  be  administered  by  the  Commission.  To  date,  preliminary  plans,  publication 
of  notices,  issuance  of  3,711  sets  of  forms  requested  by  2,150  claimants,  and 
the  preliminary  processing  of  596  claims  asserting  $22,087,000  have  been  accom- 
plished by  a staff  considerably  reduced  in  strength  to  barely  live  within  this 
year’s  appropriation  and  the  anticipated  full  $55,000  requested  in  the  supplemental. 

No  additional  funds  were  requested  for  this  purpose. 

The  cut  if  allowed  to  stand  places  the  Commission  in  a precarious  financial 
condition  for  this  year.  Not  knowing  how  many  personnel  planned  for  reduction 
in  force  will  transfer  leave  if  they  find  other  Government  positions  in  a tight  labor 
market,  plans  have  been  made  for  paying  less  than  the  full  terminal  leave  liability, 
in  line  with  current  experience.  With  the  full  supplemental,  this  can  go  into 
effect  either  May  15  or  May  30  for  the  30-day  notice  of  separation  as  of  June  30 
to  reach  levels  estimated  for  the  start  of  fiscal  year  1960. 

Without  the  full  supplemental,  terminal  leave  payments  totaling  the  cut 
amount  of  $5,500.  if  not  more,  would  have  to  be  deferred  to  the  next  year. 

Next  year’s  appropriation  is  almost  one-half  less  than  this  year’s.  The  cut 
would  effectively  eliminate  at  least  lH  clerical  man-years  from  the  meager  staff 
-estimated  for  the  year. 

Thus,  it  is  obvious  that  absorption  of  any  part  of  the  $55,000  supplemental 
•requirement  is  impossible  without  interfering  with  the  completion  of  the  Public 
Law  285  program  and  placing  the  Commission  in  an  unenviable  position  for 
fiscal  year  1960. 
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Issuance  of  reduction-in-force  notices  or  furloughs  earlier  in  fiscal  year  1959 
has  been  considered  but  cannot  be  made  since  regular  payroll  savings  would  be 
more  than  counterbalanced  by  terminal  leave  payments  and  in  addition  would 
have  an  injurious  impact  on  work  operations  at  this  crucial  stage. 

Objects  other  than  personal  services  are  to  the  absolute  minimum  and  could 
not  provide  sufficient  savings  to  cover  the  $5,500  cut  for  the  balance  of  the  year. 

It  is  therefore  requested  that  lines  7,  8,  and  9,  page  40,  of  H.R.  5916  be  revised 
to  read: 


“ Foreign  Haims  Settlement  Commission:  ‘Salaries  and  expenses’,  $55,000,  of 
which  87,200  shall  be  derived  only  from  the  war  claims  fund;” 

I will  be  available  for  a personal  appearance  before  your  committee  in  the  event 
that  is  necessary. 

Sincerely  yours, 

Whitney  Gillilland,  Chairman. 


General  Statement 

Mr.  Gillilland.  Thank  you,  Mr.  Chairman,  I have  no  doubt  that 
this  is  the  smallest  case  that  you  will  hear.  I think  it  is  a good  case. 
1 have  a very  short  statement  which  I will  read  with  your  permission. 

My  name  is  Whitney  Gillilland,  and  I am  chairman  of  the  Foreign 
Claims  Settlement  Commission. 

This  statement  concerns  $5,500.  Its  restoration  would  bring  about 
an  economv  and  not  an  added  expense  to  the  U.S.  Government.  The 
sum  is  small  but  the  agency  is  also  small,  and  the  amount  is  important 
to  its  functions. 

The  situation  is  briefly  this.  Fiscal  1959  was  budgeted  and  appro- 
priations made  pursuant  to  a work  plan  which  called  for  a reduction 
in  staff  to  53  persons  as  of  June  30,  1959.  Absent  the  $5,500,  the 
reduction  cannot  be  carried  out  for  there  will  be  insufficient  funds  to 
make  the  terminal  leave  payments  required  by  statute.  Resultantly, 
personnel  unneeded  at  that  time  will  have  to  be  carried  into  fiscal 
1960,  with  added  expense  to  the  Government. 

Our  budget  for  fiscal  1959  was  carefully  prepared  to  permit  essential 
completion  of  five  5-year  programs  by  the  end  of  the  year.  The 
statutory  deadline  is  August  9,  1959.  After  making  the  appropri- 
ation, the  Congress  amended  the  definitive  claims  language  pertinent 
to  these  programs  to  authorize  coverages  which  had  not  exist°d  be- 
fore. It  then  became  necessary  to  reexamine  several  thousand  claims 
which  had  already  been  processed  and  to  reprocess  several  hundred. 
Thus  it  was  impossible  to  operate  at  a lower  level  than  that  contem- 
plated in  the  budget  or  absorb  any  part  of  the  pay  raise.  To  stay 
within  it  has  required  the  most  careful  attention  to  efficiency  and  the 
exercise  of  every  economy  we  could  contrive. 

Let  me  reiterate,  unless  the  terminal  leave  payments  can  be  made 
from  1959  funds  it  will  be  necessary  to  defer  a part  of  the  yearend 
separations  until  fiscal  1960.  This  will  require  additional  salary  pay- 
ments and  increased  terminal  leave  payments  with  no  benefit  to  the 
Government  and  should  not,  in  my  judgment,  be  done. 

We  surely  hope  that  it  will  be  possible  for  the  committee  to  restore 
this  nominal  sum. 

Thank  you. 

Chairman  Hayden.  Sir,  in  my  judgment  you  made  a case,  and 
thank  you. 

Mr.  Gillilland.  Thank  you  very  much,  Mr.  Chairman. 
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HOUSING  AND  HOME  FINANCE  AGENCY 


Federal  Housing  Administration 


STATEMENTS  OF  JOHN  M.  FRANTZ,  BUDGET  OFFICER,  AND 
CYRUS  B.  SWEET,  DEPUTY  COMMISSIONER 


Request  for  Restoration  of  House  Reduction 


Chairman  Hayden.  Of  the  nine  pay-cost  items  in  this  bill,  all  of 
which  were  cut  10  percent  by  the  House,  you  are  requesting  restora- 
tion of  five  of  them  to  the  full  amount  of  the  supplemental  estimate. 

John  M.  Frantz,  the  budget  officer,  is  here  for  the  Administrator 
and  Cyrus  B.  Sweet,  the  Acting  Commissioner,  is  here  for  the  Federal 
Housing  Administration,  in  support  of  the  restorations. 

We  will  place  in  the  record  your  letters,  with  the  proposed  amend- 
ments and  justifications. 

(The  information  referred  to  follows:) 


Housing  and  Home  Finance  Agency, 

Office  of  the  Administrator, 

Washington,  D.C.,  April  7,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations,  U.S.  Senate,  Washington,  D.C. 


Dear-Mr.  Chairman:  I understand  that  your  committee  is  about  to  commence 
hearings  in  connection  with  the  second  supplemental  appropriation  bill  for  1959, 
H.R.  5916. 

There  are  several  amendments  to  title  II  of  the  bill,  dealing  with  pay  act  costs, 
which  the  Housing  and  Home  Finance  Agency  hopes  may  be  adopted.  There  are 
enclosed  the  required  number  of  copies  of  the  proposed  amendments  in  the  usual 
form. 

We  Mill  be  pleased  to  supplv  additional  information  or  to  appear  before  the  com- 
mittee to  discuss  these  amendments. 

Sincerely  yours, 


Norman  P.  Mason,  Administrator. 


HOUSING  AND  HOME  FINANCE  AGENCY 
Office  of  the  Administrator 

SALARIES  AND  EXPENSES 


Fstimate,  8720,000;  proposed  by  committee,  8648,000;  in  act.  ShES.uvO, 

Page  41.  line  12.  strike  out  “8648.000”  and  insert  in  lieu  thereof  “5VC 0.000”, 
the  estimate,  and  an  increase  of  872.000  above  the  amount  allowed  by  *^e  House 
committee. 


Limitation  on  Administrative  Expenses,  Office  of  the  Administrator 

PUBLIC  FACILITY  LOANS 

Fstimate,  836.000;  proposed  by  committee,  832,400;  in  act.  832,400. 

Page  41.  line  19.  strike  out  “832,400”  and  insert  in  lieu  thereof  “836.000”,  the 
estimate,  and  an  increase  of  83,600  above  the  amount  allowed  by  the  House 
committee. 

REVOLVING  FUND  (LIQUIDATING  PROGRAMS) 

Estimate.  853.000;  proposed  by  committee,  847.700;  in  act,  847,700. 

Page  41,  line  23.  strike  out  “847.700”  and  insert  in  lieu  thereof  “'853.000”,  the 
estimate,  and  an  increase  of  85.300  above  the  amount  allowed  by  the  House 
committee. 
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Federal  Housing  Administration 

LIMITATION  ON  ADMINISTRATIVE  AND  NONADMINISTRATIVE  EXPENSES 

Administrative 

Estimate,  $570,000;  proposed  by  committee,  $513,000;  in  act,  $513,000. 
Nonadministrative 

Estimate,  $3,035,000;  proposed  by  committee,  $2,731,500;  in  act,  $2,731,500. 

(1)  Page  42,  line  6,  strike  out  “$513,000”  and  insert  in  lieu  thereof  “$570,000”, 
the  estimate,  and  an  increase  of  $57,000  above  the  amount  allowed  by  the  House 
committee. 

(2)  Page  42,  line  7,  strike  out  “$2,731,500”  and  insert  in  lieu  thereof 
“$3,035,000”,  the  estimate,  and  an  increase  of  $303,500  above  the  amount  allowed 
by  the  House  committee. 

(House  hearings,  no  references) 

HOUSE  REPORT  NO.  238 

(No  pertinent  excerpts.) 

JUSTIFICATION 

Office  of  the  Administrator 

The  following  table  summarizes  the  Senate  amendments  requested  affecting 
programs  of  the  Office  of  the  Administrator: 


Salaries  and  expenses $72,  000 

Public  facility  loans 3,  600 

Revolving  fund  (liquidating  programs) 5,  300 


Total 80,  900 


This  total  is  approximately  equal  to  the  requirements  of  the  Office  of  the  Ad- 
ministrator for  the  funding  on  a reasonable  basis  of  currently  approved  vacancies 
that  are  anticipated  to  be  filled  prior  to  the  close  of  the  fiscal  year  on  June  30,  1959. 
The  reasonable  recruitment  schedule  and  the  estimate  of  obligations  to  be  incurred 
assumes  that  employees  will  be  on  the  payroll  only  for  half  of  the  time  to  the  end 
of  the  year. 

The  recruitment  schedule  for  the  several  programs  and  activities  of  the  Office  of 
the  Administrator — including  the  operating  programs  of  the  Community  Facilities 
Administration  and  the  Urban  Renewal  Administration — have  been  currently 
revised,  taking  into  account  current  program  trends  and  prospects,  as  well  as  the 
relationship  of  current  staff  to  the  staff  required  for  and  assumed  in  the  fiscal  1960 
budget  program. 

In  common  with  other  executive  agencies,  the  Housing  and  Home  Finance 
Agere v has  been  operating  upon  the  assumption  that  the  Congress  would  provide 
funds  to  cover  the  cost  of  increased  pay  rates  enacted  by  the  85th  Congress.  The 
Agency’s  funds  for  the  current  fiscal  year  have  been  apportioned  on  a deficiency 
basis  assuming  the  enactment  of  the  supplemental  requests  contained  in  House 
Document  90.  If  these  supplementals  are  not  enacted,  recruitment  of  staff 
authorized  on  the  assumption  that  the  supplemental  funds  would  be  available 
will  be  delayed  to  the  detriment  of  the  programs  concerned.  Therefore,  it  would 
be  exceedingly  difficult  to  absorb  the  additional  10  percent  reduction  in  pay  act 
cost  stipulated  in  the  House-approved  version  of  the  second  supplemental  appro- 
priations bill  for  1959. 

Federal  Housing  Administration 

The  pay  act  limitations  for  administrative  and  nonadministrative  expenses  of 
the  Federal  Housing  Administration  contained  in  the  second  supplemental  ap- 
propriation bill,  1959,  as  passed  by  the  House  will,  unless  amended,  place  the 
FHA  in  an  extremely  difficult  position  for  the  remainder  of  the  current  fiscal  year. 
While  workload  and  backlogs  are  mounting  at  an  alarming  rate  as  the  agency 
enters  the  busiest  season  of  the  year,  FHA  will  have  to  curtail  or  completely  cut 
off  authorizations  for  the  overtime  and  part-time  work  that  enables  the  agency 
to  cope  with  the  peaks  of  activity  that  characterize  the  mortgage  insurance 
operation. 
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A brief  appropriation  hi3tory  of  the  two  FHA  authorizations  is  shown  in  the 
following  table: 


Administra- 
tive expenses 

Nonadministra- 
tive expenses 

Limitations: 

Independent  Offices  Appropriation  Act.  1959 

$7, 300, 000 
100, 000 

$38, 500, 000 
4, 500, 000 

Supplemental  Appropriation  Act,  1959 

Total  . - 

7, 400. 000 

43, 000, 000 

Pay  act  requirements: 

Total  indicated  pay  act  costs 

575, 000 
-5.  000 

3.  630,  000 
-595,  000 

Less:  Amounts  absorbed 

Supplemental  estimate  in  H.  Doc.  90 

570, 000 
-57,  000 

3, 035,  000 
-303,  500 

Less-  Additional  reduction  by  House  action 

Net  in  H.R.  5916 

513,  000 

2,  731,  500 

On  the  basis  of  a rapidly  rising  volume  of  work,  the  Congress  granted  a 
$4,600,000  supplemental  expense  authorization  at  the  beginning  of  this  fiscal 
year.  In  the  months  since  then  the  volume  has  far  exceeded  the  estimate  upon 
which  that  supplemental  authorization  was  based.  In  fact,  while  seriously 
understaffed,  FHA  has  been  through  a year  that  has  broken  all  previous  records  of 
volume.  Nevertheless,  with  the  volume  of  work  this  spring  rising  even  beyond 
last  year’s  level,  the  House  cut,  when  added  to  the  $600,000  already  absorbed, 
would  have  the  effect  of  nullifying  the  earlier  supplemental  authorization  to  the 
extent  of  $960,500  (more  than  22  percent  of  the  increased  pay  act  cost),  and  at 
a time  when  it  is  impossible  for  the  agency  to  absorb  the  cut  without  a serious 
breakdown  in  operations  and  without  widespread  criticism  and  justifiable  com- 
plaint from  those  who  pay  for  the  services  provided. 

On  January  9 the  backlog  of  home  mortgage  applications  in  the  FHA  field 
offices  totaled  38,700.  By  March  20,  it  had  risen  to  53,300.  Many  of  the  offices 
already  have  from  3 to  7 weeks  of  work  backed  up,  with  the  heavier  months  still 
ahead.  Delays  in  the  processing  of  these  applications,  of  course,  cause  delays  in 
construction,  employment  and  real  estate  sales,  as  well  as  a reduction  in  FHA 
income. 

The  effect  of  the  reductions  imposed  by  the  House  bill  would  be  quite  serious 
in  the  Washington  headquarters,  as  well  as  in  the  field.  The  volume  of  insured 
cases  reaching  Washington  for  recordation,  premium  billing,  and  other  servicing 
has  almost  doubled  since  a year  ago.  Backlogs  in  the  Comptroller’s  Division, 
for  example,  are  especially  acute.  Yet,  in  anticipation  of  the  reduction  indicated 
in  the  House  bill,  FHA  has  had  to  reduce  drastically  or  cut  off  funds  for  overtime 
work  both  in  Washington  and  the  field,  leaving  no  chance  of  keeping  its  head 
above  water  during  the  next  few  months  unless  action  is  taken  to  restore  the  full 
amount  requested  for  pay  act  increase  purposes. 

If  the  committee,  after  considering  all  the  facts,  should  restore  the  $360,500 
($57,000  administrative  and  $303,500  nonadministrative)  House  cut,  and  such 
action  is  finally  approved  by  the  Congress,  it  would  provide  considerable  relief 
during  the  fourth  quarter  of  this  fiscal  year. 

Federal  Housing  Administration, 

April  2,  1959. 

Hon.  Carl  Hayden, 

Chairman , Committee  on  Appropriations , 

U.S.  Senate , Washington , D.C. 

Dear  Mr.  Chairman:  I appreciate  the  opportunity,  afforded  by  your  letter  of 
March  26,  to  advise  you  of  the  effect  on  the  Federal  Housing  Administration  to 
be  expected  if  the  supplemental  appropriation  bill,  H.R.  5916,  is  passed  by  the 
Senate  without  modification. 

The  reduction  reflected  in  the  House  bill  is  critical  and  places  the  Federal 
Housing  Administration  in  an  extremely  difficult  position  for  the  remainder  of  this 
fiscal  year.  It  provides  a pay  act  expense  authorization  of  only  $3,244,500  in- 
stead of  the  $3,605,000  requested,  a cut  of  $360,500.  The  seriousness  of  the  cut 
lies  not  so  much  in  its  size  as  in  the  fact  that  it  would  come  on  top  of  a $600,000 
absorption  of  the  pay  increase  already  taken  by  Executive  determination,  plus 
the  fact  that  its  effect  would  be  concentrated  in  the  last  quarter  of  the  fiscal  year 
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with  our  workload  and  backlogs  mounting  alarmingly  beyond  any  previous 
expectation. 

You  will  recall  that  because  of  our  rapidly  rising  volume  of  work,  the  Congress 
:■  ranted  us  a $4,000,000  supplemental  expense  authorization  at  the  beginning  of 
this  fiscal  year.  In  the  months  since  then  our  volume  has  far  exceeded  the  esti- 
mate upon  which  that  supplemental  authorization  was  based.  In  fact,  while 
seriou>ly  understaffed,  we  have  been  throu  jh  a year  that  has  broken  all  previous 
records  of  volume.  Nevertheless,  with  the  volume  of  work  this  spring  rising 
even  beyond  last  year’s  level,  the  House  cut,  when  added  to  the  $600,000  already 
absorbed,  would  have  the  effect  of  nullifying  our  earlier  supplemental  authoriza- 
tion to  the  extent  of  $960,500  (more  than  22  percent  of  the  increased  pay  act  cost), 
and  at  a time  when  it  is  impossible  for  us  to  absorb  the  cut  without  a serious 
breakdown  in  our  operations  and  without  widespread  criticism  and  justifiable 
complaint  from  those  who  pay  for  the  services  that  we  provide. 

On  January  9 the  backlog  of  home-mortage  applications  in  our  field  offices 
totaled  38,700.  By  March  20,  it  had  risen  to  53,300.  Many  of  the  offices 
already  have  from  3 to  7 weeks  of  work  backed  up,  with  the  heavier  months  still 
ahead.  Delays  in  the  processing  of  these  applications,  of  course,  cause  delays 
in  construction,  employment  and  real  estate  sales,  as  well  as  a reduction  in  our 
income. 

The  effect  of  the  contemplated  cut  would  be  quite  serious  in  our  Washington 
headquarters,  as  well  as  in  the  field.  The  volume  of  insured  cases  reaching 
Washington  for  recordation,  premium  billing  and  other  servicing  has  almost 
doubled  since  a year  ago.  Backlogs  in  our  Comptroller’s  Division,  for  example, 
are  especially  acute.  Yet,  in  anticipation  of  the  reduction  indicated  in  the 
House  bill,  we  have  had  to  reduce  drastically  or  cut  off  funds  for  overtime  work 
both  in  Washington  and  the  field,  leaving  no  chance  of  keeping  our  heads  above 
water  during  the  next  few  months  unless  action  is  taken  to  restore  the  full  amount 
requested  for  pay-act-increase  purposes. 

If,  however,  the  Senate  Appropriations  Committee,  after  considering  all  the 
facts,  should  restore  the  $360,500  ($57,000  administrative  and  $303,500  non- 
admin istrative)  House  cut,  and  such  action  is  approved  by  the  Congress,  it  would 
provide  considerable  relief  during  the  fourth  quarter  of  this  fiscal  year. 

Your  continued  interest  in  the  efficient  and  successful  operations  of  the  Federal 
Housing  Administration  is  appreciated. 

Sincerely  yours, 


Julian  H.  Zimmerman,  Commissioner. 


General  Statement 

Chairman  Hayden.  You  may  proceed,  Mr.  Frantz. 

Mr.  Frantz.  I appear  today  on  behalf  of  the  Administrator,  Mr. 
Norman  P.  Mason,  to  present  to  your  committee  certain  amendments 
which  the  Housing  and  Home  Finance  Agency  recommends  be  made 
in  the  pending  supplemental  appropriations  bill.  All  our  items  deal 
with  pay  act  funds  in  title  II  of  the  bill. 

With  your  permission,  I present  with  this  statement  a summary 
table  which  shows  the  total  cost  of  increased  pay  rates  during  the 
current  year;  the  amounts  absorbed;  and  the  amounts  we  request  be 
restored  in  some  of  the  items  which  the  House  reduced. 

(The  table  referred  to  follows:) 
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Analysis  of  pay  act  cost  requirements  and  absorption 


Restora- 

Total  absorbed 

Total 

Amount 

H.  Doc.90 

House 

tion  re- 

required 

absorbed 

bill 

quested 

Amount 

Percent 

APPROPRIATIONS 

Office  of  the  Administrator, 

salaries  and  expenses 

$720, 000 

$720, 000 

$648, 000 

$72, 000 

Public  Housing  Administra- 

tion,  Administrative  ex- 
penses.   _ _ 

960, 000 

$100, 000 

850, 000 

774, 000 

$186, 000 

19-4 

Subtotal,  appropriations. 

1,  680, 000 

100, 000 

1,  580, 000 

1,422, 000 

72, 000 

186, 000 

11.1 

LIMITATIONS 

Office  of  the  Administrator: 

Limitation  on  administra- 

tive  expenses,  Office  of 

the  Administrator,  col- 
lege housing  loans 

138, 000 

90, 000 

48, 000 

43,  200 

94, 800 

68.7 

Limitation  on  administra- 

tive  expenses,  Office  of 
the  Administrator,  public 
facility  loans  . . ... 

36, 000 

36,  000 

32,  400 

3, 600 

Limitation  on  administra- 

tire  expenses,  Office  of 
the  Administrator,  re- 
volving fund 

53, 000 

53, 000 

47,  700 

5, 300 

Federal  Housing  Adminis- 

tration: 

Limitation  on  administra- 

tive  expenses...  ...  .. 
Limitation  on  nonadminis- 

575, 000 

5, 000 

570, 000 

513, 000 

57, 000 

5, 000 

.9 

trative  expenses.  . ... 

3,  630, 000 

595, 000 

3,  035, 000 

2,  731,  500 

303,  500 

595, 000 

16.4 

Federal  National  Mortgage 

Association:  Limitation  on 
administrative  expenses  

535,  435 

385,  435 

150,  000 

135, 000 

400,  435 

74.8 

Subtotal,  limitations.  . 

4, 967,  435 

1,  075,  435 

3,  892,  000 

3,  502,  800 

369,  400 

1,  095,  235 

22.0 

OTHER  ACCOUNTS 

Office  of  the  Administrator: 
Limitation  on  administra- 
tive expenses,  Office  of 
Administrator,  Commu- 
nity Disposal  Operations. 
Limitation  on  nonadminis- 

60, 000 

60, 000 

60, 000 

100 

trati  e expenses. 

192, 000 

192, 000 

192, 000 

100 

Public  Housing  Administra- 

tion:  Limitation  on  nonad- 
ministrative  expenses 

139,  200 

139,  200 

139,  200 

100 

Subtotal,  other  accounts  . 

391,  200 

391,  200 

391,200 

100 

TotaL  ..  

7, 038,  635 

1,  566,  635 

5, 472, 000 

4,  924,  800 

441,  400 

1,  672,  435 

23.8 

FIELD  OPERATIONS 

Mr.  Frantz.  The  table  shows  that  out  of  total  costs  of  $7,038,635 
we  will  absorb  $1,672,435,  assuming  that  the  amounts  we  ask  to  be 
restored  are  put  back  in  the  bill.  This  is  an  overall  absorption  of 
almost  25  percent. 

We  feel,  Mr.  Chairman,  that  this  is  a respectable  showing  in  meeting 
the  desire  of  Congress  that  these  added  costs  be  absorbed  to  the 
extent  feasible.  We  are  not  asking  for  restoration  of  all  the  House 
reductions,  but  only  those  where  we  feel  that  additional  absorption, 
on  top  of  that  already  accomplished,  will  unduly  burden  operations. 
The  details  of  these  situations  are  described  in  the  justification  which 
has  been  supplied  for  your  record. 

I believe  that  the  only  item  which  may  need  to  be  developed  in 
somewhat  more  detail  is  that  affecting  the  field  operations  of  the 
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Federal  Housing  Administration.  This  is  our  largest  item  in  the  bill, 
and  it  is  here  that  the  action  of  the  House  confronts  us  with  out  most 
serious  problems.  To  explain  this  situation  to  you  more  completely, 
I present  at  this  time  the  Deputy  Federal  Housing  Commissioner, 
Mr.  Cyrus  B.  Sweet. 


EFFECT  OF  HOUSE  REDUCTION 

Chairman  Hayden.  You  may  proceed  with  your  statement. 

Mr.  Sweet.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  committee,  I appreciate  the 
opportunity  to  acquaint  you  with  our  present  budget  problem.  When 
you  consider  all  the  facts  I believe  you  will  agree  with  me  that  the 
problem  is  very  real  and  very  acute  and  that  it  is  in  the  interest  of 
all  concerned  to  resolve  it  insofar  as  possible  by  restoring  the  full 
amount  requested  for  the  Federal  Housing  Administration  as  supple- 
mental authorization  to  meet  current  year  increases  in  expenses 
brought  about  by  the  Pay  Act  of  last  year. 

The  reduction  reflected  in  the  House  bill  is  critical  and  places  the 
Federal  Housing  Administration  in  an  extremely  difficult  position  for 
the  remainder  of  the  fiscal  year.  It  provides  a pay  act  expense  authori- 
zation of  only  $3,244,500  instead  of  the  $3,605,000  requested,  a cut  of 
$360,500.  The  seriousness  of  the  cut  lies  not  so  much  in  its  size  as 
in  the  fact  that  it  would  come  on  top  of  a $600,000  absorption  of  the 
pay  increase  already  taken  by  executive  determination,  plus  the  fact 
that  its  effect  would  be  concentrated  in  the  last  quarter  of  the  fiscal 
year  with  our  workload  and  backlogs  mounting  alarmingly  beyond 
any  previous  expectation. 

We  originally  estimated  for  fiscal  year  1959  a volume  of  670,000 
mortgage  insurance  unit  applications,  and  based  on  this  workload  the 
Congress  approved  a budget  authorization  for  operating  expenses  of 
$45,800,000.  Even  before  the  fiscal  year  began,  however,  we  found 
ourselves  operating  at  a much  higher  rate  on  the  basis  of  a conserva- 
tively reestimated  workload  of  879,000  unit  applications.  The  Con- 
gress promptly  authorized  a supplemental  in  the  amount  of  $4,600,000, 
making  a total  limitation  of  $50,400,000.  In  the  months  since  then 
our  volume  has  far  exceeded  the  estimate  upon  which  that  supple- 
mental authorization  was  based.  In  fact,  while  seriously  under- 
staffed, we  have  been  through  a year  that  has  broken  all  previous 
records  of  volume.  Nevertheless,  with  the  volume  of  work  this  spring 
rising  even  beyond  last  year’s  level,  the  House  cut,  when  added  to  the 
$600,000  already  absorbed,  would  have  the  effect  of  nullifying  our 
earlier  supplemental  authorization  to  the  extent  of  $960,500  (more 
than  22  percent  of  the  increased  pay  act  cost),  at  a time  when  it  is 
impossible  for  us  to  absorb  the  cut  without  a serious  breakdown  in  our 
operations  and  without  widespread  criticism  and  justifiable  complaint 
from  those  who  pay  for  the  services  that  we  provide. 

Our  volume  through  March  approximates  750,000  units,  and  we 
have  every  reason  to  believe  that  the  volume  during  the  last  quarter 
of  the  year  will  increase  the  total  to  over  1 million  family  dwelling 
units  for  the  year.  On  January  9 the  backlog  of  home  mortgage 
applications  in  FHA  field  offices  totaled  38,700;  by  March  20  it  had 
risen  to  53,300.  Many  of  the  offices  already  have  from  3 to  7 weeks 
of  work  backed  up,  with  the  heavier  months  still  ahead.  Delays  in 
the  processing  of  these  applications,  of  course,  cause  delays  in  con- 
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struction,  employment,  and  real  estate  sales,  as  well  as  a reduction  in 
our  income. 

The  effect  of  the  contemplated  cut  would  he  quite  serious  in  our 
Washington  headquarters,  as  well  as  in  the  field.  The  volume  of 
insured  cases  reaching  Washington  for  recordation,  premium  billing 
and  other  servicing  has  almost  doubled  since  a year  ago.  Backlogs 
in  our  Comptroller's  Division,  for  example,  are  especially  acute. 
Yet,  in  anticipation  of  the  reduction  indicated  in  the  House  bill,  we 
have  had  to  reduce  drastically  or  cut  off  funds  for  overtime  work  both 
in  Washington  and  the  field,  leaving  no  chance  of  keeping  our  heads 
above  water  during  the  next  few  months  unless  action  is  taken  to 
restore  the  full  amount  requested  for  pay-act-increase  purposes. 

If.  however,  the  Senate  Appropriations  Committee,  after  considering 
all  of  the  facts,  should  restore  the  $360,500  ($57,000  administrative 
and  8303,500  nonadministrative  House  cut.  and  such  action  is 
approved  by  the  Congress,  it  would  provide  considerable  relief  during 
the  fourth  quarter  of  this  fiscal  year. 

Thank  you,  sir. 


HOUSING  DEVELOPMENT  LEGISLATION 

Chairman  Hayden.  The  Senate  recently  passed  legislation  author- 
izing increased  expenditures  for  greater  housing  development,  which 
if  carried  into  effect  would  give  you  a greater  workload.  Is  that  right? 

Mr.  Sweet.  Further  complicate  the  situation:  yes,  sir. 

Chairman  Hayden.  Of  these  sums  apparently  the  Office  of  the 
Administrator,  that  is  the  only  money  that  comes  out  of  the  U.S. 
Treasury — that  affects  the  taxpayer? 

Mr.  Sweet.  That  is  correct.  Mr.  Chairman. 

Chairman  Hayden.  That  $72,000? 

Mr.  Sweet.  Yes,  sir. 

Chairman  Hayden.  The  rest  of  this  you  pay  out  and  get  back? 

AUTHORIZATIONS  FOE  CORPORATE  EXPENSES 

Mr.  Sweet.  Yes,  sir;  they  are  authorizations  for  corporate  expen- 
ses. In  other  words,  the  FHA  has  since  1939  paid  all  of  its  operating 
exoenses.  losses,  and  evervthine  out  of  income.  Xo  tax  dollars  are 
involved  at  all  in  FHA. 

Chairman  Hayden.  That  is  what  I am  trying  to  get  at. 

Mr.  Sweet.  That  is  correct. 

Chairman  Hayden.  Xo  tax  dollars  involved  except  in  the  $72,000 
headquarters  here. 

Mr.  Frantz.  For  the  Office  of  the  Administrator;  yes,  sir. 

Chairman  Hayden.  That  is  right.  That  you  say  is  necessary  in 
order  to  take  care  of  this  volume  of  business  that  has  accumulated  and 
you  have  a backlog? 

Mr.  Frantz.  In  the  Office  of  the  Administrator,  sir,  as  distinguished 
from  the  Federal  Housing  Administration. 

Mr.  Sweet.  The  figures  and  statement  I gave  you,  Senator,  were 
for  Federal  Housing  Administration  only.  Mr.  Frantz  is  with  the 
Housing  and  Home  Finance  Agency.  Office  of  the  Administrator. 
There  are  no  moneys  in  our  request  for  Federal  Housing  Administra- 
tion that  are  tax  moneys. 

Chairman  Hayden.  I think  that  covers  it 

Mr.  Sweet.  Thank  you,  sir. 
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INTERSTATE  COMMERCE  COMMISSION 


STATEMENTS  OF  BERNARD  F.  SCHMID,  MANAGING  DIRECTOR, 
J.  NEIL  RYAN,  BUDGET  AND  FISCAL  OFFICER,  AND  GEORGE 
LOTITO,  ASSISTANT  BUDGET  OFFICER 

Request  for  Restoration  of  House  Reduction 


( 'hairman  Hayden.  The  pay-cost  item  for  this  Commission  was. 
reduced  10  percent  by  the  House,  in  the  amount  of  $152,400,  and  you 
are  requesting  full  restoration. 

Mr.  Bernard  F.  Schmid,  the  Managing  Director,  is  here  in  support 
of  the  restoration. 

We  will  place  in  the  record  jmur  letter,  and  you  may  proceed  with 
your  statement. 

(The  information  referred  to  follows:) 


Interstate  Commerce  Commission, 

Office  of  the  Chairman, 
Washington,  D.C.,  April  3,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Senate  Committee  on  Appropriations, 

U.S.  Capitol,  Washington,  D.C. 

Dear  Senator  Hayden:  This  has  reference  to  H.R.  5916,  Second  Supplemental 
Appropriation  Act,  1959,  which  was  approved  by  the  House  of  Representatives 
on  March  24,  1959.  The  bill,  page  42,  line  14,  as  approved  by  the  House  of 
Representatives,  includes  an  amount  of  $1,371,600  for  the  Commission  for  the 
cost  of  pay  increases  authorized  by  the  85th  Congress  (Public  Law  85-462)  which 
is  $152,400  less  than  the  $1,524,000  included  in  the  budget  request. 

In  accordance  with  subsection  (e)(1)  of  section  3679  of  the  Revised  Statutes  as 
amended  (31  U.S.C.  665)  the  Commission,  with  the  approval  of  the  Bureau  of  the 
Budget,  apportioned  its  appropriation  and  planned  its  program  on  the  basis  that 
an  additional  appropriation  of  $1,524,000  would  be  approved  to  cover  the  cost  of 
the  pay  increase. 

To  require  the  Commission  to  reduce  its  budget  program  at  this  late  stage  in 
the  fiscal  year  will  necessitate  a rather  sharp  cutback  in  its  operations.  Before 
the  action  of  the  House  of  Representatives,  we  were  actively  recruiting  to  fill 
positions  to  handle  the  additional  workload  resulting  from  the  Transportation 
Act  of  1958,  and  to  prevent  our  pending  workload,  particularly  in  our  formal 
proceedings  bureaus,  from  increasing  beyond  reasonable  bounds.  Specifically, 
the  absorption  of  $152,400  will  require  the  Commission  to  “freeze”  employment; 
curtail  travel  of  field  employees  engaged  in  inspection  and  enforcement  activi- 
ties, and  reduce  other  items  of  expenditure  below  normal  requirements. 

Therefore,  it  is  respectfully  requested  that  page  42,  line  14,  of  H.R.  5916  be 
amended  to  strike  out  “$1,371,600”  and  insert  in  lieu  thereof  “$1,524,000.” 
Sincerely  yours, 


Kenneth  H.  Tuggle,  Chairman. 


communication 

Chairman  Hayden.  We  will  also  place  in  the  record  a letter  en- 
dorsing the  request  for  restoration,  from  the  Association  of  Interstate 
Commerce  Commission  Practitioners. 

(The  letter  referred  to  follows:) 

Association  of  Interstate 
Commerce  Commission  Practitioners, 

Washington,  D.C.,  April  3,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Hayden:  On  behalf  of  the  Association  of  Interstate  Commerce 
Commission  Practitioners,  whose  4,100  members  represent  all  phases  of  the  trans- 
portation industry,  both  shippers  and  carriers,  under  the  jurisdiction  of  the  Inter- 
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state  Commerce  Commission,  I strongly  urge  your  committee  to  restore  to  the 
Interstate  Commerce  Commission  budget  the  $152,400  cut  from  its  appropriation 
by  your  H.R.  5916  Supplementary  Appropriation  Act  for  the  fiscal  year  ending 
June  30,  1959.  The  present  budget  of  the  Commission,  including  the  supplemental 
increases  of  $300,000  to  defray  the  costs  of  the  increased  workload  under  the  Trans- 
portation Act  of  1958  and  the  $1,524,000  to  meet  general  Government  pay  increases 
effective  January  2,  1958,  totals  $18,824,000.  The  net  effect  of  the  proposed  re- 
duction is  to  cut  in  half  the  additional  money  granted  to  the  Interstate  Commerce 
Commission  to  administer  the  amendments  to  the  Interstate  Commerce  Act  which 
were  enacted  in  August  of  last  year. 

At  this  late  date,  to  meet  this  curtailment  in  its  budget  would  require  the  Com- 
mission to  reduce  personnel  and  to  curtail  traveling  and  equipment  expenses.  This 
action  would  be  necessary  in  the  face  of  increased  responsibilities  and  expenses 
authorized  by  Congress.  Such  curtailment  would  reduce  the  efficiency  and  ability 
of  the  Interstate  Commerce  Commission  to  administer  properly  the  regulation  of 
transportation  assigned  to  it  by  the  legislative  branch  of  the  Federal  Government. 

Since  strong,  healthy,  fully  competitive  public  transportation  in  this  country  is 
of  prime  importance  to  all  business  and  the  national  welfare,  the  public  interest 
is  not  served  by  proposals  which  tend  to  weaken  the  transportation  industry  or 
its  regulation.  Representing  as  it  does  all  phases  of  transportation,  particularly 
from  the  viewpoint  of  regulation,  this  association  has  as  its  primary  objective  the 
proper  administration  of  the  Interstate  Commerce  Act  and  related  acts.  For  these 
reasons,  the  association  strongly  recommends  that  the  Interstate  Commerce  Com- 
mission’s budget  as  amended  for  fiscal  1959  remain  at  $18,824,000  and  that  the 
reduction  of  $152,400  in  H.R.  5916  be  removed  from  this  bill  by  your  committee 
before  it  is  reported  to  the  Senate. 

Sincerely, 

W.  Lennig  Travis. 

General  Statement 

Chairman  Hayden.  Mr.  Schmid,  you  are  in  support  of  this.  We 
have  placed  your  letter  in  the  record.  You  may  proceed  with  your 
statement. 

Mr.  Schmid.  Thank  you,  Mr.  Chairman. 

My  name  is  Bernard  Schmid.  I am  the  Managing  Director  for  the 
Commission.  Our  particular  appeal  today  relates  solely  to  the  House 
cut  in  our  pay  supplemental.  We  requested  $1,524,000.  The 
House  allowed  $1,371,600,  or  a cut  of  $152,400.  Our  particular  con- 
cern at  this  time  is  that  in  the  last  2}{  months  of  the  year  we  are  re- 
quired to  absorb  the  full  cost  of  that  cut  and  do  this  after  having  had 
the  approval  of  the  Budget  Bureau  to  operate  at  the  higher  figure 
throughout  the  year. 


NATIONAL  TRANSPORTATION  ACT  REQUIREMENTS 

The  real  impact  on  our  activities  concerns  the  work  that  we  were 
given  under  the  new  National  Transportation  Act  passed  last  year  by 
the  Congress.  Earlier  this  fiscal  year,  you  will  recall  that  we  received 
a program  supplemental  in  the  amount  of  $300,000,  which  gave  us 
some  62  additional  people  to  carry  out  the  work  resulting  from  this 
legislation. 

Chairman  Hayden.  That  is  by  new  legislation? 

Mr.  Schmid.  That  is  correct. 

Chairman  Hayden.  You  have  to  do  more  work? 

Mr.  Schmid.  That  is  correct. 

Now,  those  62  people  were  not  to  be  recruited  all  at  one  time.  In 
other  words,  we  got  the  62  people  for  an  average  of  6 months  but  the 
majority  of  those  people  were  not  to  be  recruited  until  the  latter  part 
of  this  fiscal  year  because  the  workload  resulting  from  that  new  legis- 
lation would  actually  not  hit  us  until  the  latter  part  of  the  fiscal  year. 
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So  at  the  very  time  when  we  are  planning  on  recruiting  the  additional 
people  to  carry  out  the  provisions  of  the  new  law  we  are  faced  with 
putting  a personnel  freeze  on  in  order  to  absorb  this  10-percent  cut  in 
the  pay  supplemental. 

('hairman  Hayden.  Does  that  mean  that  the  work  would  not  be 
clone  until  after  the  first  of  the  year  or  does  it  mean  that  you  would  be 
required  to  take  people  off  the  payroll  and  pay  them  terminal  leave? 

Mr.  Schmid.  No;  we  will  not  have  to  take  them  off  the  payroll. 
It  does  mean  a deferral  of  the  workload,  Mr.  Chairman,  but  some  of 
this  work  cannot  be  deferred.  We  must  handle  it.  We  have  no 
choice.  The  law  requires  us  to  handle  it  in  a certain  number  of  days. 
What  it  does,  it  further  builds  up  a backlog  which  has  already  reached, 
in  our  opinion  a proportion  which  is  not  manageable,  because  in  addi- 
tion to  the  new  legislation,  we  have  a continued  increase  in  our  regular 
workload  approximating  about  10  percent  a year  in  our  proceeding 
work. 

Chairman  Hayden.  That  is  complaints  filed  with  the  Commission? 

Mr.  Schmid.  What  is  that? 

Chairman  Hayden.  Is  that  due  to  complaints  filed  with  the 
Commission? 

GRANDFATHER  CASES 

Mr.  Schmid.  That  is  correct,  sir.  For  example,  under  the  new 
legislation,  we  have  about  1,000  grandfather  cases  filed  alone,  under 
the  grandfather  act  which  enables  carriers  formerly  exempt  from 
economic  regulation  to  come  in  and  establish  their  rights  under  the 
law.  Of  course,  also  in  that  same  new  legislation  we  are  faced  with 
handling  applications  for  loans  by  the  railroad  as  well  as  handling 
applic  ations  and  petitions  filed  by  railroads  involving  the  discontinu- 
ance of  passenger  train  service.  Some  of  those  things  we  have  to 
handle  but  we  just  keep  on  piling  up  more  and  more  backlog  in  the 
work  of  the  Commission.  For  example,  in  our  Bureau  of  Operating 
Rights,  not  including  new  work  under  the  Transportation  Act  of  1958, 
receipts  have  increased  more  than  15  percent  over  last  year  and 
notwithstanding  an  increase  of  more  than  8 percent  in  dispositions 
our  pending  load  has  increased  27  percent. 

Chairman  Hayden.  I have  placed  in  the  record  a letter  endorsing 
the  request  for  restoration  by  the  Association  of  Interstate  Commerce 
Commission  Practitioners. 

I thank  you. 

Mr.  Schmidt.  Thank  you,  Chairman  Hayden. 
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National  Aeronautics  and  Space  Administration 

STATEMENT  OF  HUGH  I.  DRYDEN,  DEPUTY  ADMINISTRATOR 

Restoration  Request 

Chairman  Hayden.  National  Aeronautics  and  Space  Administra- 
tion requests  restoration  of  the  10  percent  cut  by  the  House  in  their 
pay-cost  supplemental  in  the  amount  of  $335,400. 

Dr.  Hugh  L.  Drvden,  Deputy  Administrator,  is  here  in  support  of 
the  restoration. 

We  will  place  your  letter  with  the  proposed  amendment  in  the 
record,  and  you  may  proceed  with  your  statement. 

Mr.  Drydex.  Mr.  Chairman,  in  order  to  save  your  time  I will  ask 
that  this  brief  statement  be  placed  in  the  record  and  will  make  the 
points  very  quickly. 

(The  information  referred  to  follows:) 

National  Aeronautics  and  Space  Administration, 

Office  of  the  Administrator, 

Washington , D.  C.,  April  6,  1959. 

Hon.  Carl  Hayden, 

Chairman , Committee  on  Appropriations , 

U.S.  Senate , Washington,  D.C. 

Dear  Senator  Hayden:  The  National  Aeronautics  and  Space  Administration 
respectfully  requests  vour  favorable  action  on  a recommended  change  in  the 
NASA  appropriation  item  presently  carried  in  the  pending  Second  Supplemental 
Appropriation  Act,  1959.  A statement  of  justification  is  attached. 

Very  truly  yours, 

T.  Keith  Glennan, 

Administrator. 

National  Aeronautics  and  Space  Administration 

Change  Recommended  in  NASA  Item  in  the  Second  Supplemental  Appropriation 
Act,  1959,  as  Reported  to  the  House  on  March  20,  1959 

Salaries  and  Expenses 

RECOMMENDED  CHANGE 

Page  42,  line  17,  strike  out  “$3,018,600”  and  insert  in  lieu  thereof  “$3,354,000”. 

SUMMARY 

The  NASA  requests  full  restoration  of  the  $335,400  reduction  recommended  by 
the  House  Committee  on  Appropriations  in  the  NASA's  request  for  supplemental 
funds  to  cover  pay  act  costs  arising  from  enactment  of  Public  Law  85-462, 
approved  July  20,  1958. 

Since  October  1,  1958,  when  the  National  Aeronautics  and  Space  Administration 
was  officially  declared  in  being,  the  NASA  has  been  operating  with  a great  sense 
of  urgency  in  planning  and  developing  the  programs  essential  to  the  missions  of 
the  NASA.  With  the  approval  of  the  Bureau  of  the  Budget,  NASA  operations 
to  implement  these  programs  have  been  scheduled  on  the  premise  that  funds  in 
support  of  the  pay  act  costs  would  be  provided  by  the  Congress. 

To  absorb  the  House  reduction  within  the  “Salaries  and  expenses”  appropriation 
at  this  time  would  require  a critical  reduction  of  research  activities  through  a 
cancellation  of  a scheduled  recruiting  program,  curtailment  of  travel,  a cutback  in 
the  procurement  of  supplies  and  equipment,  and  a reduction  in  wind  tunnel 
operations.  This  action  would  be  a crippling  blow  to  the  entire  NASA  program. 

While  funds  appropriated  under  the  “Research  and  development”  appropriation 
title  are  technically  available  to  reimburse  supply  and  equipment  accounts  of 
NASA  in-house  activities,  if  such  action  were  required  by  the  necessity  of  absorb- 
ing a portion  of  the  pay  act  costs,  this  action  would  have  an  adverse  effect  on  the 
NASA’s  program  of  contractual  research  and  development.  Our  funds  for  this 
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purpose  are  already  marginal  and  a request  for  supplemental  funds  is  pending 
before  the  Congress. 

Your  favorable  action  in  restoring  the  full  amount  of  the  House  cut  will  permit 
the  NASA  to  honor  its  pending  commitments  under  both  appropriation  titles. 

Statement  by  Dr.  Hugh  L.  Dryden,  Deputy  Administrator,  National 
Aeronautics  and  Space  Administration 

Mr.  Chairman  and  members  of  the  committee,  I appreciate  this  opportunity 
1o  seek  restoration  of  the  $335,400  reduction  in  NASA’s  request  for  supplemental 
funds  to  cover  costs  stemming  from  the  Federal  Salary  Increase  Act  of  1958. 

This  sum,  in  the  Second  Supplemental  Appropriation  Act  of  1959  as  passed 
bv  the  House  of  Representatives,  represents  a 10  percent  cut  in  NASA’s  original 
salary  and  expenses  item  of  $3,354,000. 

A cut  of  this  magnitude  in  the  salaries  and  expenses  item  would  be  most  harmful 
at  this  critical  time  in  the  staffing  of  the  newly  established  National  Aeronautics 
and  Space  Administration  to  fulfill  its  large  and  important  responsibility  to  make 
the  United  States  a leader  in  the  exploration  of  space  and  the  application  of  space 
developments  for  peaceful  purposes.  Our  plans  and  actions  have  proceeded  on 
the  assumption  that  the  Congress  would  provide  funds  to  cover  the  Pay  Act  costs. 

At  NASA  we  are  pursuing  space  research  and  development  with  wartime 
urgency.  Our  national  security  is  deeply  involved  in  our  national  space  program. 
And  if  the  rewards  of  space  research  are  to  be  realized  for  the  benefit  of  all  man- 
kind, this  country  must  lead  the  way. 

On  the  other  hand,  we  are  equally  determined  that  our  space  programs  should 
rest  upon  solid  fiscal  ground.  Our  fiscal  1959  and  1960  budgets  are  sound  and 
forward  looking.  The  estimates  of  costs  are  realistic  and  as  accurate  as  we 
can  make  them. 

A vital  portion  of  our  work  is  essential  to  defense.  As  you  know,  the  Congress 
created  NASA  last  year  to  direct  all  aeronautical  and  space  research  and  develop- 
ment apart  from  strictly  military  projects.  However,  the  legislation  stipulates 
that  we  are  to  work  in  harness  with  the  armed  services  and  make  available  to 
them  all  discoveries  and  developments  of  military  interest. 

We  are  all  familiar  with  the  economic  possibilities  of  space  exploration,  to  say 
nothing  of  the  advancement  of  basic  knowledge  that  will  accrue,  as  brought  out 
in  extensive  testimony  from  many  sources  before  the  congressional  committees 
having  jurisdiction  over  aeronautical  and  space  sciences. 

Returning  to  our  request:  In  order  to  absorb  the  House  reduction  in  salaries 
and  expenses,  we  have  to  cut  into  our  remaining  research  and  development  funds 
for  fiscal  1959 — funds  which  have  already  been  stretched  to  the  limit.  A critically 
needed  $20,750,000  supplemental  to  this  item  is  already  before  the  Congress. 

Research  and  development  constitute  the  very  basis  of  our  work,  whether  the 
end  result  is  a military  or  a civilian  application  of  space  technology. 

It  will  be  necessary  to  absorb  this  reduction  in  funds  from  R.  & D.  because  it 
is  too  late  in  the  year  to  cut  back  the  salaries  and  expenses  item  without  canceling, 
among  other  things,  a vital  scientist  recruiting  program,  reducing  procurement  of 
equipment,  and  limiting  wind  tunnel  operations. 

Your  favorable  action  in  restoring  the  full  amount  of  the  House  cut  will  permit 
NASA  to  honor  its  pending  commitments  in  the  research  and  development  field, 
and  carry  forward  the  national  space  program  without  interruption. 

General  Statement 

Mr.  Dryden.  We  are  asking  restoration  of  $335,400  which  repre- 
sented a 10  percent  cut  in  our  original  salary  and  expenses  item.  We 
are,  of  course,  a new  agency  established  to  try  to  make  the  United 
States  the  leader  in  the  exploration  of  space  and  application  of  space 
developments  for  peaceful  purposes.  We  have  made  our  plans  and 
actions  on  the  assumption  that  Congress  would  provide  the  funds  to 
cover  the  pay  act  cost. 

Now  we  find  it  impossible  to  absorb  this  within  the  salaries  and 
expenses  item  because  it  is  too  late  in  the  year  to  do  this  without 
canceling  a vital  scientist  recruiting  program,  reducing  the  procure- 
ment of  equipment,  and  limiting  wind  tunnel  operations.  Therefore, 
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we  would  have  to  take  this,  if  the  cut  stands,  from  the  research  and 
development  funds,  which  constitute  the  basis  of  our  work,  funds 
which  have  already  been  stretched;  and  there  is  before  the  Congress 
a supplemental  to  this  item  in  the  amount  of  $20,750,000. 

We  ask  your  favorable  action  so  that  we  can  under  our  pending 
commitments  carry  forward  the  space  program  without  interruption. 

That,  in  brief,  is  the  story,  Mr.  Chairman. 

SUPPLEMENTARY  REQUEST 

Chairman  Hayden.  You  mention  a supplementary  request  before 
the  congress. 

Mr.  Dryden.  This  is  before  the  Space  Committee  for  authorization. 

Chairman  Hayden.  That  is  $20,750,000? 

Mr.  Dryden.  That  is  correct,  yes. 

Chairman  Hayden.  If  that  were  not  allowed  you  would  be  in  much 
worse  condition. 

Mr.  Dryden.  Yes.  We  hope  that  this  will  be  made  available 
because  it  is  needed  in  certain  long  leadtime  items.  On  our  manned- 
satellite  program 

Chairman  Hayden.  I can  understand  that.  But  if  it  is  not  made 
available  until  the  first  of  July 

Mr.  Dryden.  That  is  correct. 

Chairman  Hayden.  That  would  be  one  thing. 

Mr.  Dryden.  We  have  to  postpone  some  of  the  commitments  that 
we  would  otherwise  be  able  to  make. 

Chairman  Hayden.  I can  understand  your  position  as  a new  agency 
in  trying  to  get  set  up.  You  will  meet  with  difficulty  by  this  cut- 
back, but  the  question  is,  is  there  no  way  of  absorbing  any  of  it? 

Mr.  Dryden.  Xo  way  of  absorbing  any  of  it.  We  have  four 
authorizations  before  the  Space  Committee,  the  $20,750,000  and  this 
amount  also. 

Chairman  Hayden.  Thank  you  for  your  statement. 
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SECURITIES  AND  EXCHANGE  COMMISSION 


STATEMENTS  OF  EDWARD  N.  GADSBY,  CHAIRMAN ; A.  K.  SCHEIDEN- 
HELM,  EXECUTIVE  DIRECTOR;  AND  FRANK  DONATY,  BUDGET 
AND  FISCAL  OFFICER 


Restoration  Request 


( hairman  Hayden.  The  Securities  and  Exchange  Commission  re- 
quests restoration  of  the  10  percent  cut  by  the  House  in  their  pay-cost 
supplemental,  in  the  amount  of  $63,700.  Mr.  Edward  N.  Gadsby, 
Chairman  of  the  Commission  is  here? 

Mr.  Gadsby.  Yes,  sir. 

Chairman  Hayden.  The  Chairman  of  the  Commission  is  here  to 
support  the  resolution. 

Please  place  in  the  record  your  letter  and  justification  and  you  may 
proceed  with  your  statement. 

(The  material  referred  to  follows:) 


April  3,  1959. 

Hon.  Carl  Hayden, 

Chairman , Committee  on  Appropriations, 

U.S.  Senate , Washington,  D.C. 

Dear  Senator  Hayden:  The  provisions  of  the  second  supplemental  appro- 
priation bill  for  1959,  H.R.  5916,  effect  a reduction  of  $63,700  incident  to  the 
financing  of  increased  pay  costs  of  the  Commission.  I am  compelled  to  appeal 
to  your  committee  from  this  action  by  the  House  of  Representatives,  since  it 
puts  in  jeopardy  activities  of  this  Commission  which  are  essential  to  the  protection 
of  the  investing  public. 

I realize  that  the  amount  of  the  proposed  reduction  is  extremely  small  in 
terms  of  vour  overall  appropriation  responsibilities.  Nevertheless,  it  is  a substan- 
tial amount  to  this  agency,  which  desperately  needs  it  in  order  adequately  to  meet 
the  responsibilities  assigned  to  us  by  the  Congress.  For  reasons  stated  in  the 
attached  memorandum,  we  respectfully  urge  that  the  full  amount  of  the  proposed 
reduction  be  restored. 

It  should  be  pointed  out  that  the  amount  of  statutory  fees  and  other  revenue 
collected  by  the  Commission  is  deposited  in  the  general  fund  of  the  Treasury. 
The  amount  of  fees  to  be  collected  in  this  fiscal  year  is  estimated  at  a minimum  of 
$55,000  greater  than  the  Commission’s  original  estimate  of  $2,473,000,  which 
excess  offsets  almost  all  of  the  amount  requested  to  be  restored  to  our  budget. 

If  deemed  desirable  by  you,  the  Commission  will  welcome  the  opportunity  to 
be  heard  by  your  committee  regarding  these  changes. 

Sincerely  yours, 

Edward  N.  Gadsby,  Chairman. 


Securities  and  Exchange  Commission 

Changes  Requested  by  the  Securities  and  Exchange  Commission  in  H.R.  5916 
as  Approved  by  the  House  of  Representatives  on  March  24,  1959 

salaries  and  expenses 

Supplemental  budget  estimate  for  1959,  $637,000. 

H.R.  5916  approved  by  the  House  of  Representatives,  $573,300. 


CHANGES  REQUESTED 

Page  43,  line  7.  Delete  “$573,300”  and  insert  “$637,000”. 

HOUSE  REPORT 

“Title  II  of  the  bill  appropriates  funds  exclusively  for  pay  increase  costs 
arising  from  laws  and  administrative  actions  which  have  occurred  since  Congress 
considered  the  budget  estimates  at  the  beginning  of  the  fiscal  year.  Virtually 
every  item  in  title  I also  includes  funds  to  finance  pay  costs.  The  committee 
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has  viewed  with  considerable  concern  the  fact  that  the  trend  in  employment  in 
Government  is  upward.  The  problem  is  widespread.” 

JUSTIFICATION 

The  second  supplemental  appropriation  bill  for  1959,  as  approved  by  the 
House  of  Representatives,  provides  $573,300  to  finance,  in  part,  increased  pay 
costs  provided  by  Public  Law  85-462.  This  amount  is  $63,700  less  than  the 
budget  estimate  recommended  to  the  Congress  by  the  President. 

The  reduction  of  $63,700  represents  primarily  the  denial  of  funds  to  fill  approxi- 
mately 23  existing  vacancies,  of  which  15  are  for  the  regional  offices.  The 
curtailment  in  filling  these  vacancies  will  affect  seriously  the  Commission’s  two 
largest  programs,  which  involve  uncontrollable  workload:  (1)  the  investigations 
program  including  civil  and  criminal  proceedings;  and  (2)  the  full  disclosure 
program.  Both  programs  involve  19  of  the  23  positions,  which  must  remain 
vacant. 

The  Commission  is  very  much  disturbed  at  the  ever-increasing  number  of 
fraudulent  transactions,  which  our  investigations  disclosed  in  the  securities 
markets.  On  June  30,  1958,  there  were  937  investigations  pending  in  our  files. 
As  of  March  31,  1959,  this  number  increased  to  1,005,  despite  some  increase  in 
personnel  assigned  to  this  program  during  the  past  9 months.  In  other  words, 
366  new  investigations  were  opened  and  298  were  closed  during  that  period. 
At  present,  the  staff  of  the  Commission  is  actively  assisting  U.S.  attorneys  in  14 
criminal  cases.  Also,  there  is  every  possibility  that  the  staff  will  be  required  to 
assist  U S.  attorneys  in  16  other  criminal  cases  in  the  ensuing  3 or  4 months. 

It  is  quite  clear  that  increased  activity  in  the  securities  markets  has  encouraged 
many  unscrupulous  individuals  to  formulate  numerous  phenomenal  fraudulent 
schemes,  which  can  be  contested  only  with  equally  indefatigable  efforts  of  the 
Commission.  The  reduction  approved  by  the  House  will  require  the  Commis- 
sion to  curtail  the  filling  of  16  positions  for  the  investigations  program  including 
civil  and  criminal  proceedings.  The  result  will  inevitably  be  some  curtailment 
in  our  enforcement  activities,  which  will  be  welcomed  by  the  “human  piranha 
in  the  securities  markets.” 

The  second  program  which  will  be  affected  by  the  reduction  is  our  full  dis- 
closure program.  This  is  divided  into  three  main  work  areas:  (1)  Filed  registra- 
tion statements  and  similar  filings;  (2)  preliminary  proxy  statements  and  mate- 
rial filed  in  proxy  contests:  and  (3)  annual  and  periodic  reports.  The  reduction 
approved  by  the  House  will  require  the  Commission  to  curtail  the  filling  of  three 
positions  for  this  program.  Although  the  number  of  positions  involved  is  not 
large,  to  prohibit  their  establishment  would  have  a drastic  effect  in  view  of  the 
following  factors:  (1)  The  proxy  season  has  begun  and  will  reach  its  height  within 
the  next  several  weeks;  and  (2)  the  number  of  registration  statements  filed  for 
the  6 months  period  ending  June  30,  1959,  is  estimated  at  650  in  lieu  of  500  as 
previously  contemplated — a 30  percent  increase  in  6 months.  During  the  month 
of  March  1959,  the  quarter  and  9 months’  period  ending  March  31,  1959,  reg- 
istration statements  filed  represent  the  largest  number  in  the  history  of  the 
Commission. 

Work  in  the  first  two  areas,  representing  approximately  75  percent  of  the  work- 
load, must  be  performed  on  time  schedules  established  by  the  statutes  or  the 
rules  of  the  Commission,  or  requested  by  the  parties.  The  w*ork  in  the  third 
area  involves  the  review  and  analysis  of  annual  and  periodic  reports.  At  pres- 
ent, there  is  a delay  of  several  months  in  such  review’s.  The  curtailment  in  filling 
the  existing  three  positions  together  wdth  the  anticipated  increased  wmrkload  will 
seriously  endanger  the  existing  minimum  qualitative  standards  in  the  examina- 
tion of  registration  statements  filed  and  wdll  inevitably  result  in  even  further 
delay  in  the  review  of  the  annual  and  periodic  reports  including  material  filed 
in  proxy  contests. 

The  remaining  four  positions,  wRich  must  remain  vacant,  are  required  to  meet 
the  increased  workload  in  the  investment  companj^  and  public  utility  programs 
in  the  ensuing  3 months. 

Expenses  other  than  personal  services  have  been  curtailed  drastically  commen- 
surate with  the  minimum  requirements  for  day-to-day  operations  in  order  to 
make  available  maximum  funds  for  personal  services. 
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General  Statement 

Mr.  Gadsby.  Thank  you,  Mr.  Chairman. 

I,  on  behalf  of  my  follow  Commissioners  and  myself  and  the  inter- 
ested members  of  our  staff,  am  grateful  for  the  opportunity  to  be 
heard  today  with  respect  to  the  supplemental  appropriation  for 
financing  increased  pay  costs  of  the  Commission. 

The  second  supplemental  appropriation  bill  as  passed  by  the 
House  of  Representatives  includes  an  amount  of  $573,300  for  the 
Securities  and  Exchange  Commission,  as  compared  with  the  budget 
estimate  of  $637,000 — a reduction  of  $63,700.  I will  discuss  as  briefly 
as  1 can  the  factors  which  compel  us  to  ask  for  full  restoration  of  these 
funds.  In  relation  to  your  governmentwide  appropriation  responsi- 
bilities, requested  restoration  of  $63,700  is  minute,  but  it  is  of  utmost 
importance  to  the  Commission.  Absorption  of  this  amount  during 
the  fourth  quarter  of  the  fiscal  year  would  require  retrenchment  at  a 
time  when  staff  additions  are  urgently  needed. 

The  proposed  reduction  represents  the  denial  of  funds  to  fill  approxi- 
mately 23  existing  vacancies  of  which  15  are  in  the  regional  offices. 
Our  inability  to  establish  these  positions  is  having  and  will  have  serious 
effects  on  the  two  largest  programs  of  the  Commission:  (1)  the  in- 
vestigations program  including  civil  and  crimilal  procedings;  and 
(2)  the  full  disclosure  program,  which  includes  primarily  the  examina- 
tion of  material  filed  under  the  Securities  Act  of  1933.  I shall  discuss 
in  just  a moment  the  specific  factors  regarding  these  programs,  but 
first,  I would  like  to  explain  why  the  Commission  has  been  gravely 
concerned  recently  over  developments  affecting  our  enforcement 
activities. 

It  is  very  important  to  bear  in  mind  that  the  enforcement  problems 
now  confronted  by  the  Commission  are  not  comparable  in  degree 
with  those  with  which  we  have  dealt  in  the  past.  Our  current  prob- 
lems are  far  more  complex  and  difficult  than  those  which  we  used  to 
face.  The  Commission  is  compelled  to  carry  on  a vigorous,  firm., 
and  aggressive  enforcement  activity  designed  to  afford  protection 
to  the  investing  public.  It  is  our  experience  that  our  work  becomes 
more  and  more  intricate  as  the  violators  are  forced  to  exercise  greater 
ingenuity  in  order  to  avoid  the  impact  of  our  enforcement  activity. 

FAKE  mining  companies 

Chairman  Hayden.  I suppose  that  statement  reads  much  as  we 
read  in  the  press  about  fake  mining  companies  and  different  develop- 
ment people  that  would  relieve  the  public  of  their  money  if  they  were 
allowed  to  sell  stock? 

Mr.  Gadsby.  Yes,  sir.  Those  problems  we  have  among  others. 

We  are  still  encountering  situations  involving  organized  fraudulent 
distributions  of  securities,  which  demand  ceaselessly  vigilant  efforts 
on  the  part  of  our  staff  to  put  these  operators  out  of  business  or  behind 
the  bars  or,  preferably,  both. 

In  addition  to  these  troubles,  we  are  currently  very  deeply  concerned 
about  possible  manipulative  activities  in  the  stock  market,  and  have 
instructed  our  regional  offices,  particularly  in  New  York,  to  give 
especial  attention  to  this  phase  of  our  work.  Naturally,  this  involves 
the  same  personnel  in  many  instances,  and  increased  emphasis  on  this 
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work  can  only  result  in  at  least  temporary  deempliasis  of  other 
enforcement  activities. 

Returning  to  the  two  programs  specifically  mentioned  a few 
moments  ago,  I wish  first  to  discuss  the  urgency  of  the  requested 
restoration  of  funds  in  relation  to  immediate  needs  of  our  investi- 
gations program  including  civil  and  criminal  proceedings.  A failure 
to  grant  the  requested  restoration  will  require  the  Commission  to 
emu  ail  the  filling  of  16  existing  vacancies  in  this  program.  Our 
present  workload  is  showing  an  increase  in  pending  investigations 
despite  some  additional  positions  for  this  program  since  last  July  1. 
On  that  date,  there  were  937  investigations  pending  in  the  files  of  the 
Commission.  As  of  March  31,  1959,  this  number  had  increased  to 
1,005  investigations  pending.  In  other  words,  366  new  investigations 
were  opened  and  298  investigations  were  closed  during  the  period 
July  1,  1958,  to  March  31,  1959.  Our  objective  in  this  area  for  this 
vear  is  to  close  at  least  as  manv  investigations  as  there  are  new  investi- 
gations  opened — a sort  of  a hold-the-line  policy.  There  is  serious 
doubt  that  we  would  be  able  even  to  approach  this  goal  under  the 
proposed  reduction. 


COMPLEX  INVESTIGATIONS 

A very  serious  problem  results  from  the  increasing  number  of  com- 
plex investigations  which  require  far  more  time  and  effort  than  the 
normal  or  general  run-of-the-mill  investigations  that  we  have  ex- 
perienced in  the  past.  Specifically,  75  percent  of  all  investigations 
opened  for  the  9 months  ending  March  31,  1959,  represented  full- 
scale  investigations  as  compared  to  64  percent  of  ah  investigations 
opened  for  the  9-month  period  ending  March  31,  1958. 

Although  it  would  be  expensive  and  of  doubtful  utility  to  maintain 
records  of  time  spent  in  and  cost  of  each  of  the  very  numerous  in- 
vestigations we  make  each  year,  we  have  developed  certain  informa- 
tion relative  to  one  full-scale  investigation  recently  made,  which 
included  some  assistance  rendered  to  the  U.S.  attorney.  In  this 
investigation,  which  covers  3 or  4 companies,  about  67  employees 
(attorneys,  investigators,  broker-dealer  inspectors,  and  stenographers) 
utilized  approximately  6,100  hours  at  an  estimated  cost  of  $25,000 
during  the  period  January  1 to  March  31,  1959.  Of  the  total  of  6,100 
hours,  approximately  500  hours  represents  paid  overtime  in  the 
amount  of  $1,600,  approximately  600  hours  of  unpaid  overtime,  and 
the  balance  of  5,000  hours  represents  normal  work  hours.  Bear  in 
mind,  gentlemen,  that  this  does  not  include  the  cost  of  travel,  witness 
fees,  and  other  expenses,  nor  does  it  include  the  cost  of  personal  services 
and  other  expenses  prior  to  January  1 or  subsequent  to  March  31, 
1959.  Final  disposition  by  the  court  in  this  case  has  not  been  made 
to  date.  I wish  to  point  out  that  this  case  was  very  important,  but 
it  was  not  unusual,  and  indeed  was  a reasonably  typical  example  of  a 
full-scale  investigatory  case  involving  evidence  of  criminal  violations. 

REFERRAL  OF  CRIMINAL  CASES 

During  the  period  July  1,  1958,  to  March  31,  1959,  the  Commission 
has  referred  36  criminal  cases  to  the  Department  of  Justice.  This 
happens  to  be  almost  the  same  number  of  these  cases  as  we  referred 
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to  the  Department  of  Justice  during  the  entire  2-year  period  ending 
July  1,  1958.  At  present,  the  staff  of  the  Commission  is  actively 
assisting  U.S.  attorneys  in  14  criminal  cases.  We  have  cases  in  our 
files  which  we  believe  will  result  in  about  16  additional  criminal  cases 
which,  during  the  ensuing  3 or  4 months,  we  will  send  to  the  Depart- 
ment of  Justice  for  attention.  Each  of  these  cases  will  require  the 
close  attention  of  several  staff  personnel,  both  in  preparing  for  refer- 
ence and  in  assisting  the  U.S.  attorneys  thereafter. 

The  second  program  which  will  be  seriously  affected  by  the  pro- 
posed reduction  is  our  full  disclosure  program.  All  work  incident  to 
this  program  is  administered  by  the  Division  of  Corporation  Finance 
except  the  examination  of  regulation  A filings,  which  is  done  in  the 
regional  offices.  The  processing  of  registration  statements  and  other 
filings,  and  the  preliminary  proxy  statements  and  the  papers  filed  dur- 
ing proxy  contests  represent  approximately  75  percent  of  all  the  work 
of  the  Division.  The  work  in  these  two  areas  must  be  performed  on 
time  schedules  established  by  the  statutes  or  the  rules  of  the  Com- 
mission, or  requested  by  the  parties.  The  Division  had  no  control 
over  the  volume  of  such  filings  submitted  by  corporations  or  individ- 
uals. Both  the  time  schedules  to  be  met  and  the  volume  of  filings  to 
be  processed  are  governed  by  factors  beyond  our  control. 

The  reduction  adopted  by  the  House  will  compel  the  Commission 
to  curtail  the  filling  of  three  to  five  existing  positions  dedicated  to  this 
program.  This  fiscal  limitation  coupled  with  our  current  heavy  work- 
load will  endanger  the  existing  qualitative  standards  in  the  examina- 
tion of  registration  statements  and  delay  further  the  review  of  annual 
and  periodic  reports  including  material  filed  in  proxy  contests.  The 
current  workload  situation  in  this  Division  is  as  follows: 

INCREASE  IN  FIELD  REGISTRATION  STATEMENTS 

1.  There  has  been  a tidal  wave  of  filed  registration  statements  in 
the  3 months  ending  March  31,  1959,  when  there  were  filed  with  us 
333  statements  involving  the  dollar  amount  of  $4.8  billion.  Of 
these  333  statements  involving  the  dollar  amount  of  $4.8  billion,  171 
were  filed  in  the  month  of  March. 

Chairman  Hayden.  How  do  you  account  for  this? 

Mr.  Gadsby.  Sir? 

Chairman  Hayden.  How  do  you  account  for  this  great  increase  in 
registrations? 

Mr.  Gadsby.  I can’t  account  for  it  by  any  specific  description. 
It  is  an  increase  both  in  investment  by  manufacturing  and  other  com- 
panies in  new  facilities  and  it  represents  also  a substantial  amount  of 
liquidation  of  holdings  in  closely  held  corporations,  that  is,  with  the 
market  conditions  as  they  are,  at  the  present  level  that  is,  it  is  profit- 
able for  an  owner  of  a closely  held  corporation  to  liquidate  his  holdings, 
and  invest  in  some  other  security. 

Chairman  Hayden.  Does  the  stock  market  have  anything  to  do 
with  it? 

Mr.  Gadsby.  The  level  of  the  market  makes  it  easier  to  sell  the 
stock. 

Chairman  Hayden.  I see. 

Mr.  Gadsby.  Of  course  we  have  nothing  to  do  with  the  level  of 
the  market  itself. 
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ADMINISTRATIVE  PROBLEMS 

Comparative  statistics  may  give  you  some  idea  of  the  administra- 
tive problems  we  face  in  this  respect.  The  171  statements  I refer  to  as 
filed  in  March  of  1959,  are  69  percent  more  in  number  than  in  March 
1958,  and  47  percent  more  in  dollar  value.  The  333  statements  filed 
during  the  third  quarter  of  fiscal  1959  represent  an  increase  of  43  per- 
cent in  number  over  the  comparable  period  in  fiscal  1958  and  35  per- 
cent in  value.  During  the  1959  fiscal  year  to  March  31,  1959,  the 
810  statements  filed  represent  an  increase  of  24  percent  in  number 
and  15  percent  in  value  over  the  comparable  period  in  fiscal  1958. 

To  meet  this  volume  of  work,  we  have  been  able  to  add  some  posi- 
tions during  the  fiscal  year  to  date,  and  I assure  you  that  we  have 
recruited  this  help  just  as  fast  as  budgetary  limitations  permitted. 
However,  to  give  you  some  idea  of  how  the  workload  per  employee 
has  increased,  let  me  go  back  to  1949.  During  the  entire  fiscal  year 
1949,  455  registration  statements  were  filed  with  us  as  compared  to 
333  during  the  third  quarter  of  this  fiscal  year.  In  fiscal  1949,  there 
were  approximately  228  positions  allocated  to  the  Division  of  Cor- 
porate Finance  as  compared  to  existing  Division  personnel  of  179. 
These  comparisons  clearly  paint  a picture.  There  has  been  a 260 
percent  workload  increase  over  the  past  10  years  with  an  approxi- 
mate 20  percent  decrease  in  personnel  in  this  one  area.  As  the  same 
time  there  have  been  added  responsibilities  and  increases  in  workload 
in  other  areas  of  the  work  of  the  Division  since  1949. 

2.  For  the  9 months  period  ending  March  31,  1959,  1,742  pre- 
liminary proxy  statements  have  been  filed.  Of  this  number,  another 
tidal  wave  of  525  statements  were  filed  in  the  month  of  March.  It 
is  anticipated  that  300  to  400  more  such  statements  will  be  filed  for 
our  review  prior  to  June  30. 

INCREASE  IN  PROXY  STATEMENTS 

Chairman  Hayden.  What  is  the  cause  of  this  great  increase  in 
proxy  statements? 

Mr.  Gadsby.  There  are  a number  of  reasons  for  it.  There  is  a 
constant  tendency  on  the  part  of  corporations  to  publicize  them 
activities  and  solicit  proxies  for  them  corporate  meetings.  The  New 
York  Stock  Exchange,  for  example,  has  carried  on  a constant  campaign 
to  compel  its  listed  companies  to  solicit  proxies  for  their  meetings 
instead  of  relying  upon  management  stock. 

Chairman  Hayden.  That,  of  course,  is  a good  idea. 

Mr.  Gadsby.  We  are  very  much  in  favor  of  it,  sir. 

3.  The  third  work  area  of  the  Division  of  Corporate  Finance 
involves  the  analysis  and  examination  of  annual  and  periodic  reports 
of  companies  whose  securities  are  registered  on  national  securities 
exchanges  and  those  of  issuers  who  have  at  one  time  or  another  offered 
securities  to  the  public.  These  filings  ought  to  be  promptly  examined 
to  determine  whether  the  statutory  requirements  have  been  met  or 
whether  some  action  by  the  Commission  under  the  statutes  may  be 
necessary.  As  a result  of  full  utilization  of  personnel  in  other  work 
areas  in  the  Division  and  the  increasing  complexity  of  our  other 
problems,  the  examination  of  these  filings  has  been  necessarity  deferred, 
and  there  is  presently  a delay  of  several  months  in  such  examinations. 
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The  remaining  four  positions,  which  must  remain  vacant,  are  re- 
quircd  to  meet  the  increased  workload  in  the  investment  company 
and  public  utility  programs  in  the  ensuing  3 months. 

Expenses  other  than  those  for  personal  services  have  been  curtailed 
drastically  to  cover  only  the  minimum  requirement  for  day-to-day 
operations  in  order  to  make  available  maximum  funds  for  personal 
services  For  example,  we  are  cutting  down  on  paid  overtime,  pro- 
motions, travel,  supplies,  and  repairs  to  equipment.  Despite  the 
freeze  on  filling  the  23  positions  and  reduction  of  other  expenses, 
further  curtailment  as  to  the  replacement  of  subsequent  personnel 
losses  and  as  to  travel  may  be  required  if  uncontrollable  expenses  are 
incurred  in  excess  of  our  estimate  of  cost  for  witness  fees,  stenographic 
reporting  service,  and  purchases  of  transcript  prior  to  June  30. 

I think  it  is  pertinent  to  point  out  that  the  statutory  fees  and  other 
revenues  collected  by  the  Commission  are  deposited  in  the  general 
fund  of  the  Treasury.  It  is  estimated  that  the  fees  to  be  collected 
in  the  fiscal  year  will  be  a minimum  of  $55,000  greater  than  the  Com- 
mission’s original  estimate  of  $2,473,000,  which  excess  offsets  almost 
all  of  the  amount  requested  to  be  restored  to  our  budget. 

COLLECTION  OF  FEES 

Chairman  Hayden.  I believe  it  was  understood  at  one  time  that  you 
collected  fees  enough  to  pay  for  this  work.  Now,  how  close  are  you 
to  covering  this  deficit? 

Mr.  Gadsby.  Our  budget  this  year  is  $7,700,000.  We  collect 
about  $2 y2  million.  This  is  about  a third.  There  is  a bill  pending  in 
the  Senate  which  would  increase  the  amount  of  these  fees  and  would 
result  in  our  collecting  about  $2  million  in  addition,  for  a total  of 
$4%  million  out  of  the  $7,700,000. 

Chairman  Hayden.  The  Commission  recommended  the  enactment 
of  that  bill? 

Mr.  Gadsby.  We  would  support  the  enactment  of  that  bill;  yes. 
We  did  not  file  it.  It  was  filed  by  a Member  of  the  Senate. 

Gentlemen,  I wish  to  sum  up  my  remarks  with  two  brief  statements. 

1.  Approximately  10  days  ago,  the  Commission  reviewed  its  finan- 
cial requirements  for  the  remainder  of  this  fiscal  year  and  it  has  found 
that  it  cannot  absorb  the  proposed  reduction  of  $63,700  and  come 
within  a reasonable  distance  of  meeting  the  tremendous  workload  in 
in  the  Commission  at  the  present  time. 

2.  We  are  proud  of  the  standard  of  performance  of  our  employees 
and  their  unswerving  determination  to  get  the  job  done  in  an  orderly 
and  expeditious  manner.  This  unselfish  devotion  to  public  service 
has  caused  them  to  give  thousands  of  hours  of  unpaid  overtime  in 
the  past  year  on  a voluntary  basis — not  on  any  mandate  from  the 
Commission.  We  can  all  agree  that  voluntary  unpaid  overtime  for 
the  professional  staff  is  called  for  and  expected  from  time  to  time. 
However,  my  fellow  Commissioners  and  I cannot  stand  idly  by  without 
protest  and  see  loyal,  devoted  employees  slowly  but  surely  killing 
themselves  under  constant  and  relentless  pressure  of  work  and  without 
any  prospect  of  relief  through  additional  help.  It  is  further  pertinent 
to  point  out  that,  as  of  January  10,  1959,  which  was  the  end  of  the 
1958  leave  year,  about  250  employees  of  the  Commission  had  to  forfeit 
a total  of  approximately  6,500  hours  of  annual  leave. 
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Gentlemen,  I do  not  want  to  appear  to  be  melodramatic.  I have 
given  you  the  plain,  cold,  hard  facts  as  to  our  available  personnel  as 
compared  with  our  workload.  Our  people  cannot  work  harder  or  any 
more  efficiently.  I am  not  asking  for  anything  except  recognition  of 
this  fact,  and  a quite  inexpensive  contribution  toward  relieving  them 
of  some  of  this  inhuman  pressure.  The  relatively  small  amount  in- 
volved here,  I firmly  believe,  if  not  restored  to  our  budget,  will  result 
in  a highly  inordinate  prejudice  to  the  investing  public. 

Mr.  Chairman,  I,  with  the  help  of  those  of  my  staff  who  are  with 
me,  will  be  very  happy  to  answer  any  questions  by  you  or  the  members. 

Chairman  Hayden.  We  thank  you  for  your  statement. 

Mr.  Gadsby.  Yes,  sir. 
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SELECTIVE  SERVICE  SYSTEM 

STATEMENT  OF  COL.  DANIEL  0.  OMER,  GENERAL  COUNSEL 


Restoration  Request 


( 'iuiinnan  IIayden.  The  Selective  Service  System  requests  restora- 
tion of  the  10-percent  cut  by  the  House  in  their  pay-cost  supple- 
mental in  the  amount  of  $216,500. 

General  Omer,  the  General  Counsel  is  here  and  we  will  place  your 
letter  in  the  record. 

(The  letter  referred  to  follows:) 


National  Headquarters, 

Selective  Service  System, 
Washington,  D.C.,  April  8,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations , U.S.  Senate. 

Dear  Mr.  Chairman:  I would  appreciate  the  opportunity  of  appearing  before 
your  committee  to  request  the  restoration  of  the  amount  of  $216,500  to  the 
appropriation  for  the  Selective  Service  System  which  appears  in  H.R.  5916,  the 
second  supplemental  appropriation  bill  for  1959. 

I am  indicating  below,  the  page  and  line  of  the  bill  as  passed  by  the  House, 
the  change  which,  in  my  opinion,  is  essential  to  permit  this  agency  to  carry  out 
the  functions  and  responsibilities  placed  upon  it  by  law.  If  this  amount  is  not 
restored  it  will  be  necessary  to  furlough  a number  of  our  employees,  including 
local  board  clerks. 

On  page  43,  line  9,  strike  out  “$1,948,500”  and  insert  in  lieu  thereof  “$2,165,000”. 
Sincerely  yours, 


Lewis  B.  Hershey,  Director. 


General  Statement 

Colonel  Omer.  Thank  you,  sir.  The  restoration  of  the  $216,500 
cut  by  the  House  of  Representatives  from  the  supplementary  funds 
requested  to  finance  the  pay  raise  enacted  by  the  previous  Congress  is 
vital  to  the  proper  accomplishment  of  the  several  missions  and  respon- 
sibilities of  the  Selective  Service  System. 

Of  the  funds  obligated  by  selective  service  85  percent  is  for  personnel 
services  and  other  directly  connected  costs  such  as  retirement  in- 
surance and  social  security.  In  addition,  10  percent  is  obligated  for 
such  inflexible  items  as  selective  travel  and  penalty  mail  with  com- 
munications services,  leaving  less  than  5 percent  for  all  other  purposes. 
Three  quarters  of  the  total  funds  used  by  selective  service  are  allocated 
to  the  local  boards.  If  restoration  is  not  made  we  have  no  alternative 
but  to  place  employees  on  a leave  without  pay  or  furlough  basis. 
This  can  only  result  in  closing  local  board  offices.  In  the  Selective 
Service  System,  including  every  office  of  the  system,  the  average  is  less 
than  one  and  one-fourth  full-time  employees  per  office. 

Chairman  Hayden.  The  total  amount  under  payroll  apparently 
then  would  be  $2,165,000. 

Colonel  Iliff.  $2,165,000  was  the  amount. 

Chairman  Hayden.  How  much  of  that  is  payroll  in  Washington 
and  how  much  in  the  field? 

Colonel  Iliff.  Less  than  5 percent  in  Washington. 

Chairman  Hayden.  How  much? 

Colonel  Iliff.  Less  than  5 percent. 
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EFFECT  ON  FIELD  OFFICES 

Chairman  Hayden.  Then  this  cut  affects  the  field  offices  of  the 
Selective  Service  System  throughout  the  United  States? 

Colonel  Iliff.  Yes,  sir. 

Chairman  Hayden.  I wasn’t  aware  that  there  was  so  large  a per- 
cent. Most  agencies  build  up  a Washington  office  but  apparently ■ 

Colonel  Iliff.  We  are  on  a decentralized  basis.  The  bulk  of  our 
personnel  have  always  been  in  the  field.  You  see,  we  have  local 
board  offices. 

HISTORY  OF  THE  SELECTIVE  SERVICE 

Chairman  Hayden.  I have  always  been  interested  in  the  Selective 
Service  System,  because  I was  very  well  acquainted  with  the  Member 
of  the  House  of  Representatives  who  conceived  the  idea.  It  was 
Representative  Schellenberg  of  Nebraska,  who  had  been  Governor  of 
that  State.  He  had  time  to  think  about  it  because  I remember  him 
telling  me  one  day  that,  this  is  a long  time  ago,  of  course,  in  the  1920’s, 
that  the  only  agency  of  the  Federal  Government  with  whom  his  people 
had  any  contact  was  rural  mail  carriers.  There  are  numerous  agencies 
that  we  now  have  that  were  not  in  existence  in  those  days.  And  he 
read  history,  saw  that  there  were  draft  riots  in  the  north  and  in  the 
south  during  the  Civil  War,  the  method  then  was  to  place  names, 
draw  by  lots  and  then  the  military  went  out  and  got  the  man.  His 
theory  was,  and  has  proved  sound  ever  since,  that  the  hand  of  the 
military  should  not  be  laid  upon  the  man  until  after  his  own  people 
in  his  own  community  had  selected  him  and  sent  him  to  camp.  That 
was  a completely  new  idea  with  respect  to  the  draft.  The  result  is, 
of  course,  as  you  say,  that  the  expenditures  are  in  the  States  and  not 
here  in  Mashing  ton. 

Thank  you  for  your  statement. 
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VETERANS’  ADMINISTRATION 


STATEMENT  OF  MR.  SUMNER  G.  WHITTIER,  ADMINISTRATOR 


Increased  Wage  Board  Costs 


( Chairman  Hayden.  The  Veterans’  Administration  has  six  items  in 
the  bill.  Three  items  were  allowed  in  full  by  the  House  and  three 
items  were  reduced.  I understand  that  you  feel  these  reductions 
will  be  acceptable. 

We  have  also  a new  supplemental  request,  not  considered  by  the 
House,  to  add  $1,196,000  to  the  item  for  “Inpatient  care”  to  "meet 
increased  wage  board  costs. 

Mr.  Whittier,  the  Administrator  is  here. 

Will  you  place  your  letter  with  the  supplemental  estimate  in  Senate 
Document  No.  20  and  your  justification,  and  you  may  proceed  with 
your  statement. 

(The  information  referred  to  follows:) 


April  7,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Senate  Appropriations  Committee, 

U.S.  Senate , Washington,  D.C. 

My  Dear  Senator  Harden:  We  are  in  receipt  of  a verbal  request  from  Mr. 
Earl  W.  Cooper,  your  staff  assistant,  concerning  our  reaction  to  supplemental 
appropriation  amounts  provided  for  the  Veterans’  Administration  in  H.R,  5916 
as  passed  by  the  House  of  Representatives.  Due  to  the  realization  of  reduced 
operating  costs  in  some  of  our  nonmedical  activities,  we  feel  that  the  adjustments 
proposed  by  the  House  will  be  acceptable. 

I wish  to  point  out,  however,  that  the  amount  included  in  H.R.  5916  for  the 
appropriation  “Inpatient  care”  covers  only  wage  board  increases  approved 
through  October  31,  1958.  Increases  approved  between  that  date  and  February 
28,  1959,  amount  to  81,196,000.  1 am  advised  that  the  Bureau  of  the  Budget 

plans  to  submit  an  amendment  to  the  Senate  covering  these  additional  increases. 
This  amendment  would  adjust  the  amount  provided  for  inpatient  care  in  H.R. 
5916  from  $47,455,000  to  $48,651,000. 

I will  be  pleased  to  appear  before  your  committee  with  respect  to  this  additional 
requirement  or  our  total  supplemental  needs  at  any  time  you  desire. 

Sincerely  yours, 


Sumner  G.  Whittier,  Administrator. 


Supplemental  Estimate  in  Senate  Document  No.  20 


(P.  6) 


Veterans ’ Administration 


H.  Doc. 
58, 

P-  — 

Heading 

House 

document 

estimate 

Revised 

estimate 

Increase 

15 

Inpatient  care.. 

$47, 455,  000 

$48,  651,  000 

$1. 196,  000 

This  additional  amount  is  to  meet  the  cost  of  increased  rates  of  pay  for  wage 
board  employees  whose  salaries  are  determined  in  accordance  with  prevailing 
rates.  It  covers  increases  allowed  during  the  period  from  November  1,  1958,  to 
February  28,  1959,  and  is  in  addition  to  the  estimate  transmitted  to  the  Congress 
on  February  11,  1959  (H.  Doc.  58). 

On  March  27,  1959,  this  appropriation  was  reapportioned,  pursuant  to  section 
3679  of  the  Revised  Statutes,  as  amended,  on  a basis  which  indicated  a necessity 
for  a supplemental  estimate.  This  action  was  reported  to  the  Congress  by  the 
Director  of  the  Bureau  of  the  Budget  on  that  date. 
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General  Statement 

Mr.  Whittier.  Well,  Mr.  Chairman,  you  have  basically  stated  the 
situation. 

The  House  resolution  recommended  several  reductions  in  our 
original  request  in  the  amount  of  $1,355,000.  However,  some  savings 
in  operating  costs  have  been  realized  since  the  original  estimates  for 
these  appropriations  were  submitted  to  Congress  and  we  do  feel  that 
with  these  savings  together  with  stringent  controls  for  the  balance 
of  the  year  we  will  be  able  to  accept  the  adjustments  as  made  by 
the  House. 

Chairman  Hayden.  You  will  be  able  to  absorb  all  the  House  cuts? 

Mr.  Whittier.  That  is  correct,  sir. 

As  you  pointed  out,  there  is  only  one  thing  that  we  are  requesting. 
And  that  is  the  wage  board  increases  from  November  1,  1958,  through 
February  28,  1959.  These  additional  increases,  costing  $1,196,000, 
were  approved.  The  Bureau  of  the  Budget  has  therefore  transmitted 
an  amended  supplemental  request.  Consistent  with  that  request,  we 
ask  that  the  amount  which  appears  on  page  20  in  lines  18  and  19  of 
H.R.  5916  be  changed  from  $47,455,000  to  $48,651,000. 

The  Veterans’  Administration  will  be  certainly  pleased  to  furnish 
you  with  any  further  information  if  }tou  desire. 

WAGE  BOARD  ACTIVITY 

Chairman  Hayden.  Another  member  of  this  committee  inquired 
with  respect  to  this  wage  board  activity.  Is  there  any  particular 
way  that  you  can  predict  when  a wage  board  increase  is  liable  to 
hit  you? 

Mr.  Whittier.  It  occurs  constantly,  sir. 

Chairman  Hayden.  Have  you  been  getting  wage  board  increases 
year  after  year? 

Mr.  Whittier.  Yes,  sir. 

Chairman'  Hayden.  Ever  get  them  more  than  once  in  a vear? 

Mr.  W hittier.  Yes,  sir. 

Chairman  Hayden.  In  other  words,  it  depends  upon  the  local 
conditions  wherever  your  people  are  employed? 

Mr.  Whittier.  That  is  true. 

Chairman  Hayden.  Raising  the  wages  of  other  comparable  employ- 
ment. Then  you  have  to  meet  it  and  the  wage  board  meets  and  tells 
you  so,  is  that  it? 

Mr.  Whittier.  That  is  correct,  sir. 

I presume  possibly  because  we  are  so  widespread  and  because  of  the 
type  of  employment.  We  have  some  125  wage  areas  which  affect  us 
and  I think  that  that  perhaps  is  the  explanation  as  to  why  we  have  so 
many. 

TYPE  OF  LABOR  INVOLVED 

Chairman  Hayden.  What  type  of  labor  is  it  that  is  affected  by  the 
wage  board? 

Mr.  Whittier.  Laundry,  and  kitchen  workers,  maintenance  people. 
We  have,  as  you  know,  some  171  hospitals  spread  from  one  coast  to 
the  other.  They  are  in  many  different  areas. 
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Chairman  IIayden.  Does  it  take  about  as  many  people  to  run  a 
hospital  as  you  have  patients  in  it? 

Mr.  Whittier.  In  some  instances  it  may  take  more. 

Chairman  Hayden.  You  have  absolutely  no  choice  in  this  matter, 
do  you? 

Mr.  Whittier.  We  have  no  choice,  sir. 

Chairman  IIayden.  How  soon  does  a wage  board  get  a notification 
of  a wage  board  increase  to  be  put  into  effect? 

Mr.  Whittier.  Within  45  days. 

Chairman  IIayden.  You  say  45  days? 

Mr.  Whittier.  That  is  the  requirement  of  the  law.  From  the  time 
the  wage  board  survey  is  authorized,  the  law  requires  that  we  then 
make  the  adjustment. 

Chairman  Hayden.  You  do  that  the  1st  and  the  15th  of  the  month? 

Mr.  Rosenthal.  No,  sir,  the  law  requires,  Mr.  Chairman,  that  45 
days  after  the  survey  is  authorized,  any  wage  board  increase  be  made 
effective.  There  is  no  discretion  on  the  part  of  the  agency  as  to  the 
eff ective  date  of  the  wage  board  increase.  That  is  provided  by  statute. 

Chairman  Hayden.  Then  a monthly  payroll  could  be  affected  dur- 
ing the  month,  that  is  what  I am  trying  to  get  at. 

Mr.  Rosenthal.  Yes,  sir.  It  is  affected  practically  every  week  be- 
cause we  have  so  many  wage  board  areas  throughout  the  country. 
These  wage  boards  constantly  are  adjusting  pay  scales  for  what  we 
call  the  blue  collar  workers,  maintenance,  kitchen  helpers  and  so  on 
that  these  wage  board  increases  come  up  constantly. 

Chairman  Hayden.  Of  course  some  jobs  are  absolutely  comparable. 
Others  are  not,  I imagine.  But  they  are  similar  but  not  exactly  alike. 

Mr.  Whittier.  I believe  that  is  true,  sir. 

Chairman  Hayden.  In  cases  of  that  kind  there  must  be  a certain 
amount  of  estimating  done  by  the  wage  board. 

Mr.  Rosenthal.  The  wage  boards  are  local  boards  that  meet  in 
the  community  and  they  are  required  to  set  the  rates  for  these  occupa- 
tions in  accordance  with  the  prevailing  rates  in  the  community. 

Chairman  Hayden.  Yes. 

Mr.  Rosenthal.  And  they  try  to  find  as  nearly  comparable  jobs 
in  as  nearly  comparable  installations  as  they  can  in  order  to  make 
wa<re  board  comparisons. 

Chairman  Hayden.  When  something  is  nearly  comparable,  you  have 
to  make  percentage  increase,  you  could  in  some  instances  give  the 
Government  the  benefit  of  the  doubt  as  to  a percent,  or  you  could 
give  the  worker  the  benefit  of  the  doubt.  Which  way  do  they  do  it  ? 

Mr.  Rosenthal.  Mr.  Chairman,  that  is  beyond  our  control.  They 
do  it  according  to  their  best  judgment  as  to  what  the  prevailing  rate 
in  the  community  might  be. 

Chairman  Hayyden.  That  is  entirely  a matter  of  the  wage  board’s 
j udgment  and  then  you  follow  it,  is  that  correct  ? 

Mr.  Rosenthal.  That  is  correct,  sir. 

Chairman  Hayden.  There  is  no  alternative  at  all. 
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U.S.  INFORMATION  AGENCY 


STATEMENT  OE  JAMES  E.  H00FNAGLE,  ASSISTANT  DIRECTOR,  AD- 
MINISTRATION, ACCOMPANIED  BY  ROBERT  R.  EVANS,  DEPUTY 
BUDGET  OFFICER 


Amendment  Requested  and  Justification 

Chairman  Hayden.  The  next  item  concerns  the  U.S.  Information 
Agency. 

The  supplemental  estimate  for  increased  pay  costs  was  $3,397,000. 
The  House  allowed  $3,057,300,  a reduction  of  $339,700,  and  the  Agency 
asks  that  only  $232,925  be  restored  to  the  House  bill  as  the  balance 
of  the  cut,  $106,775  can  be  absorbed  through  savings  in  operating 
costs  related  to  the  delay  in  construction  of  overseas  radio  facilities. 

The  letter  on  the  amendment  requested  and  the  supporting  justifi- 
cation will  be  placed  in  the  record. 

(The  information  referred  to  follows :) 


U.S.  Information  Agency, 
Washington,  D.C.,  April  2, 1959. 

Hon.  Car  Hayden, 

Chairman,  Appropriations  Committee,  U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Hayden  : It  is  respectfully  requested  that  your  committee 
amend  title  II  of  H.R.  5916,  “An  act  making  supplemental  appropriations  for 
the  fiscal  year  ending  June  30,  1959,  and  for  other  purposes.” 

The  House  allowance  for  U.S.  Information  Agency  increased  fiscal  year  1959 
pay  costs  is  $3,057,300 — $339,700  less  than  the  $3,397,000  requested  in  the  Presi- 
dent’s supplemental  budget.  The  Agency  requests  restoration  of  $232,925  of  this 
reduction  for  a revised  total  supplemental  appropriation  of  $3,290,225.  It  pro- 
poses to  absorb  $106,775,  which  represents  current  year  savings  in  operating 
funds  related  to  the  postponement  of  overseas  radio  construction  projects. 
These  savings  occurred  after  submission  of  the  President’s  supplemental  budget, 
and  can  be  applied  to  reduce  the  amount  of  new  funds  required  for  increased  pay 
costs. 

A review  of  the  Agency’s  experience  through  February  and  of  requirements  for 
the  remainder  of  fiscal  year  1959  confirms  the  original  estimate  of  amounts 
needed  to  meet  increased  pay  costs.  At  this  late  point  in  the  fiscal  year,  it  would 
be  impossible  to  effect  sufficient  savings  through  suspension  of  recruitment  or 
other  restrictions  upon  employment  to  absorb  the  full  amount  of  the  House 
reduction.  The  alternative  would  be  curtailment  of  planned  program  activities, 
which  we  believe  would  be  particularly  undesirable  in  this  period  when  Agency 
responsibilities  in  connection  with  the  Rerlin  situation,  the  forthcoming  con- 
ference of  foreign  ministers,  and  a possible  summit  meeting  put  a heavy  burden 
on  existing  resources. 

I will  be  available  to  appear  before  your  committee  with  members  of  my  staff 
to  discuss  this  request  for  restoration. 

Sincerely, 


George  V.  Allen,  Director. 


Title  II — Increased  Pay  Costs,,  U.S.  Information  Agency 


Supplemental  estimate,  1959 $3.  397,  000 

House  allowance,  1959 3,  057,  300 


AMENDMENT  REQUESTED 

The  Agency  requests  the  following  amendment : 

Page  43,  line  23,  strike  out  “$3,057,300”  and  insert  “$3,290,225,”  an  increase 
of  $232,925  in  the  appropriation  for  salaries  and  expenses. 
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JUSTIFICATION 

The  restoration  of  $232,925  of  the  reduction  of  $339,700  made  by  the  House 
in  t he  or'ginal  estimate  of  $3,397,000  for  increased  pay  costs  included  in  the’ 
s: cmikI  supplemental  appropriation  bill,  1959,  is  requested  to  avoid  curtailment 
of  Agency  programs. 

At  t ho  close  of  business  February  28  (date  of  the  latest  complete  accounting 
reports),  the  Agency  had  obligated  67.6  percent  of  its  available  funds — slightly 
more  than  would  have  been  obligated  in  an  8-month  period  on  a monthly  average 
basis.  Current  calculations  of  the  actual  costs  of  pay  act  increases  indicate 
that  these  costs  will  total  at  Fast  the  $3,397,000  originally  requested  in  the 
supplemental  appropriation  request. 

As  an  offset  to  the  amount  estimated,  however,  the  Agency  proposes  to  apply 
savings  of  $106,775.  These  savings  represent  1959  operating  costs  which  were 
planned  for  the  last  portion  of  this  fiscal  year  in  connection  with  the  construction 
of  overseas  radio  facilities.  Delay  in  the  scheduling  of  these  projects  will  make; 
$106,775  available  to  absorb  a portion  of  the  pay  act  costs. 

In  summary  the  requirement  of  the  Agency  is  as  follows  : 


Original  request $3,  397,  000 

Less  proposed  absorption -106,  775 

Net  requirement 3,  290,  225 

Less  House  allowance -3,  057,  300 

Requested  restoration , 232,  925 


The  House  reduction  occurs  so  late  in  the  fiscal  year  that  it  would  not  be 
possible  to  effectuate  necessary  savings  by  applying  employment  restrictions. 
If  the  House  cut  stands,  no  alternative  remains  for  funding  the  deficit  but  to 
reduce  presently  planned  programs,  which  include  such  items  as  the  printing  of 
extra  copies  of  the  Polish  edition  of  the  magaz'ne,  America  Illustrated,  for 
use  in  connection  with  the  Prznan  Fair;  showings  of  scientific  and  cultural 
exhibits : servicing  of  field  requests  for  films,  books,  photo  material : and  so 
forth.  The  Agency  believes  that  it  should  not  be  obliged  so  to  curtail  its 
programs  at  th  s point  in  the  fiscal  year,  especially  at  a time  when  it  is  obli- 
gated to  explain  to  people  throughout  the  world  this  Government’s  position 
in  connection  with  the  Berlin  crisis,  and  when  Red  China’s  suppression  of 
Tibet  offers  the  Agency  valuable  opportunities  for  dissemination  of  facts  about 
the  nature  of  communism. 

RESTORATION  OF  HOUSE  REDUCTION 

Chairman  Hayden.  Mr.  Hoofnagle,  we  will  be  pleased  to  hear  from 
you. 

Mr.  Hoofnagle.  All  right,  sir. 

Mr.  Chairman,  the  Information  Agency,  as  you  have  indicated,  is 
requesting  this  committee  to  restore  $232,925  of  the  disallowance  by 
the  House.  It  is  requested  in  order  to  avoid  interruptions  of  program 
activities  planned  or  currently  underway  in  this  fiscal  year. 

At  this  date  in  the  fiscal  year  it  is  not  possible  to  effect  a decrease  in 
personnel,  in  employment  or  the  other  general  operating  expenses  in 
order  to  meet  the  reduction  made  by  the  House  of  Representatives. 
The  method  available  to  the  Agency  to  meet  the  reduction  would  be 
to  discontinue  planned  projects  and  programs.  And  at  this  date  our 
choice  of  items  to  be  reduced  is  limited  and  would  be  disruptive  to  a 
number  of  activities.  If  the  Agency  is  required  to  make  the  reduction 
inherent  in  the  House  allowances,  we  would  consider  discontinuing 
allocations  for  films,  certain  exhibits,  such  as  scientific  exhibits  on 
outer  space  developments,  and  for  other  exhibits  and  shows,  such  as 
“The  Family  of  Man.” 

Chairman  Hayden.  Now  you  are  answering  the  question  I wanted 
to  ask  of  how  did  you  arrive  at  the  $106,775  figure  trying  to  offset 
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about  31  percent  of  the  House  reduction;  is  that  correct?  Will  you 
give  us  that? 

Mr.  Hoofnagle.  Mr.  Chairman,  this  savings  which  we  suggest  be 
applied  to  the  cost  of  these  pay  increases  arises  from  the  fact  that 
planned  construction  of  radio  facilities  overseas  is  not  proceeding  on 
schedule  and  therefore  this  amount  in  operating  expenses  is  available 
to  apply  to  the  cost  of  the  pay  act  increases. 

Chairman  Hayden.  Is  it  entirely  in  this  radio  construction  that  we 
are  going  to  make  a saving  ? 

Mr.  Hoofnagle.  Yes,  sir,  in  the  operating  cost,  not  in  the  radio 
construction  itself.  The  radio  construction  is  separately  budgeted 
and  is  not  in  our  appropriations  for  salaries  and  expenses.  However, 
we  had  in  our  expenses  an  appropriation  for  all  salaries  and  expense 
funds  for  cost  of  additional  people  who  would  work  on  this  radio  con- 
struction project  overseas  which  have  been  delayed. 

Chairman  Hayden.  That  is  what  I would  like  to  know.  What  part 
of  this  year’s  appropriation  is  being  held  in  reserve  ? 

FUNDS  IN  RESERVE 

Mr.  Hoofnagle.  The  only  amount  that  has  been  held  in  reserve  to 
this  date  is  the  $106,775  which  was  to  be  used  for  this  activity. 

Senator  Ellender.  In  other  words,  you  are  supposed  to  have  those 
facilities  advanced  far  enough  whereby  some  of  them  would  become 
available  and  this  $106,000  was  to  pay  for  the  operation  of  some  of 
these  facilities,  if  and  when  they  were  completed  ? 

Mr.  Hoofnagle.  It  was  not  for  the  operation  but  for  the  drawing  of 
plans  and  the  development  incident  to  construction.  We  had  not 
planned 

Senator  Ellender.  Why  were  you  delayed  in  the  expenditure  of  all 
of  the  funds  provided  ? 

Mr.  Hoofnagle.  Because  we  had  not  been  able  to  work  out  agree- 
ments with  host  countries  in  accordance  with  the  schedule  which  we 
had  planned  overseas. 

Senator  Ellender.  Do  you  mean  for  establishing  radio  facilities 
overseas  ? 

Mr.  Hoofnagle.  For  additional  radio  facilities  overseas  for  the 
relay  of  the  Voice  of  America. 

Senator  Ellender.  Is  this  whole  amount  that  you  are  asking  for, 
and  of  which  the  House  allowed  you  all  but  10  percent  due  strictly  - 
to  the  increase  in  pay  ? 

Mr.  Hoofnagle.  Correct,  sir. 

Senator  Ellender.  The  entire  amount,  that  is  $3,397,000  is  at- 
| tributable  to  pay  act  cost  ? 

Mr.  Hoofnagle.  Correct. 

Chairman  Hayden.  Is  there  any  program  scheduled  for  cutback 
| during  this  fiscal  year  ? 

EFFECT  OF  DISALLOWANCE  OF  FUNDS 

1 1 

Mr.  HoofNxVgle.  If  the  committee  does  not  restore  the  amount  re- 
1 quested,  $232,925,  the  agency  will  at  that  time  have  to  consider  what 
I program  activities  to  cut  back,  whether  it  be  the  production  of  films 
that  are  planned,  or  exhibits,  or  to  slow  down  the  flow  of  books  and 
materials  to  our  libraries  and  other  installations  overseas. 
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Senator  Ellender.  Of  course  I could  show  you  personally  where 
you  could  do  a great  amount  of  cutting  back  in  South  and  Central 
America,  as  you  may  have  seen  from  my  report. 

M r.  I Ioofnagle.  Yes,  sir ; I have  read  your  report. 

Senator  Ellender.  However,  if  you  would  cut  those  staffs  back, 
the  cost  of  bringing  the  people  home  and  giving  them  the  allowances 
due  would  probably  amount  to  more  than  you  are  now  requesting. 

Mr.  I Ioofnagle.  You  are  quite  correct.  At  this  date  m the  year 
if  you  were  to  separate  people,  as  you  have  pointed  out,  the  cost  of 
their  terminal  leave  and  all  would  more  than  offset  any  saving  there 
might  be. 

Chairman  Hayden.  If  there  are  no  further  questions,  thank  you 
for  your  statement. 

Mr.  I Ioofnagle.  Thank  you,  Mr.  Chairman. 
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Department  of  State 

PAN-AMERICAN  GAMES 

STATEMENT  0E  HON.  EVERETT  McKINLEY  DIRKSEN,  A UNITED 
STATES  SENATOR  EROM  THE  STATE  OE  ILLINOIS 

General  Statement 

Chairman  Hayden.  Senator  Dirksen,  I think  we  will  hear  you  now. 

Senator  Dirksen.  Mr.  Chairman,  I feel  a little  strange  sitting  on 
this  side  of  the  committee  table,  but  I am  delighted  to  see  that  at  long 
last  the  prestige  and  the  importance  and  the  influence  of  this  commit- 
tee has  merited  a committee  room  that  is  worthy  of  the  position  of 
this  committee  in  the  fiscal  affairs  of  the  country. 

Senator  Ellender.  We  have  five.  You  should  see  the  others. 

Senator  Dirksen.  I quit  this  committee  too  soon. 

Senator  Ellender.  We  have  one  which  is  larger  than  the  caucus 
room  in  the  Old  Senate  Office  Building;  however,  we  do  not  use  it. 

Senator  Dirksen.  Mr.  Chairman,  on  March  23  the  House  passed 
H.B.  2575  and  the  bill,  without  amendment,  was  passed  by  the  Senate 
this  afternoon.  It  will  from  there  go  to  the  White  House  for  signa- 
ture and  other  things  being  equal,  should  be  signed  by  the  President. 

Senator  Magnuson.  This  is  the  pan- American  games  ? 

Senator  Dirksen.  That  is  right. 

In  it  is  authorization  for  a request  for  $500,000  by  way  of  Federal 
participation  to  expenses  of  the  pan- American  games  to  be  held  in 
Chicago  this  fall.  These  games  come  every  4 years.  The  first  games 
were  held  in  Buenos  Aires,  the  second  series  in  Mexico  City. 

Now  it  is  our  turn.  Originally  they  were  going  to  take  these  games 
to  Cleveland.  They  did  not  have  the  facilities.  They  asked  for  $5 
million.  Difficulties  developed  and  even  their  group  that  was  ar- 
ranging to  sponsor  the  games  was  having  some  trouble. 

I would  rather  not  allude  to  that,  however,  except  merely  to  say 
that  the  end  thought  was  to  transfer  the  locale  to  Chicago. 

So  we  are  asking  for  $500,000,  the  money  to  be  used  to  pay  lodging 
or  a part  of  lodging  and  the  food  and  the  transportation  costs  of 
the  estimated  2,000  athletes  who  will  come  here  from  all  over  the 
Latin  American  countries. 

ORGANIZATION  OF  AMERICAN  STATES 

Incidentally,  tomorrow  is  the  69th  anniversary  of  the  Organization 
of  American  States. 

A great  testimony  to  durability  of  that  organization  and  to  the  great 
work  that  it  has  done  to  develop  a family  spirit  in  this  hemisphere.  I 
know  of  no  better  way  to  carry  on  that  spirit  and  to  heighten  and  to 
accelerate  it  than  to  bring  all  their  youngsters  up  here,  some  2,000 
in  number,  to  participate  in  competitive  sports  in  the  Soldiers’  Field 
in  Chicago. 

That  field  incidentally  holds  a little  over  100,000. 

Now,  they  are  allowed  $3  a day  and,  of  course,  $3  a day  is  not  going 
to  go  very  far  in  taking  care  of  food,  lodging,  and  transportation  for 
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these  youngsters.  If  they  are  in  schools  obviously  they  have  no  money. 
Some  of  them  doubtless  will. 

Hut  it  will  be  a big  load  on  the  city  if  it  had  to  undertake  the  entire 
cost  in  view  of  the  fact  that  it  is  undertaking  a considerable  cost  al- 
ready. It  must  install  these  swimming  facilities  for  the  swimming 
contests.  It  must  make  other  installations. 

There  is  the  festooning  and  decoration  of  the  city  and  everything 
else  that  goes  with  it. 

I pointed  out  on  the  floor  that  when  you  get  a great  influx  of  visitors 
the  city  is  going  to  have  to  encumber  itself  with  a lot  of  traffic  police- 
men to  see  that  traffic  is  expedited  and  that  people  are  properly  di- 
rected, and  so  forth. 

So  they  will  undertake  their  full  share,  both  city  and  county,  and 
I think  the  State  as  well,  because  State  facilities  and  services  wherever 
necessary  will  be  loaned. 

So  this  is  Federal  participation  for  $500,000. 

Senator  Magnuson.  No  one  ever  did  mention  on  the  floor  here  when 
these  games  were  to  be  held. 

Senator  Dirksen.  From  August  27  to  September  7 of  this  year, 
1959.  They  are  held  every  4 years. 

CONTRIBUTION  BY  CITY  OF  CHICAGO 

Senator  Ellender.  Have  you  an  idea  of  the  amount  to  be  contri- 
buted by  the  city  of  Chicago  or  Cook  County. 

Senator  Dirksen.  As  individuals.  Senator  Ellender,  all  of  the  en- 
tertaining, and  there  will  be  lots  of  it,  testimonial  luncheons  and  din- 
ners, that  comes  out  of  the  pockets  of  the  private  citizens  there. 

The  Cook  County  Board  and  the  park  board  and  the  city  of  Chi- 
cago all  taxing  bodies  will  have  to  pool  their  resources  to  provide  all 
the  necessary  facilities. 

Senator  Ellender.  I presume  that  since  this  will  bring  many  peo- 
ple to  Chicago  and  much  money  that  the  business  people  will  con- 
tribute ? 

Senator  Dirksen.  Very  definitely  so. 

Now,  a point  was  raised  in  connection  with  this  resolution  as  to 
what  would  happen  if  any  of  the  funds  were  not  expended.  There  is 
a provision  in  the  bill  that  after  an  audit  funds  not  expended  shall 
be  returned  to  the  Federal  Treasury.  That  is  the  sum  total  of  it. 

BUDGET  BUREAU  APPROVAL 

When  I went  before  the  F oreign  Relations  Committee  to  testify  on 
this  bill  I was  rather  gingerly  chided  a good  deal  on  the  theory  that 
being  somewhat  of  a balanced  budgeter  and  economizer  here  I was  ask- 
ing for  money.  I took  the  precaution  to  have  this  cleared  with  the 
Budget  Bureau  and  it  has  the  sanction  of  the  Budget  Bureau. 

It  has  the  approval  of  the  Department  of  State.  I am  certain  it 
has  the  warm  approval  of  the  President  of  the  United  States,  also. 

Senator  Ellender.  Your  optimism  has  not  stretched  to  the  point 
where  you  think  there  will  be  some  money  coming  back  to  the  Treasury 
out  of  the  $500,000  ? 

Senator  Dirksen.  I am  not  optimistic  on  that  score,  not  at  all.  I 
suppose  if  I were  running  the  show  I would  probably  find  some  way 
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to  spend  it  to  make  sure  that  when  those  boys  go  back  home  they  will 
go  back  with  the  finest,  most  durable  impression  of  the  host  country. 
That  is  important  and  well  worth  investment. 

This  is,  after  all,  an  investment  in  good  will. 

Senator  Ellender.  I wish  we  could  have  more,  Senator  Dirksen. 

Senator  Magnuson.  What  department  would  this  be  allocated  to  ? 

Senator  Dirksen.  The  State  Department,  because  among  other 
things,  you  have  to  defray  some  personnel  cost  for  the  State  because 
they  are  going  to  have  to  send  some  of  their  people  out  there  to  serve 
as  hosts,  as  guides,  and  that  sort  of  thing. 

It  is  not  unlike  having  a distinguished  visitor. 

I had  the  President  of  Ireland  out  in  Illinois  recently,  so  there  were 
quite  a number  of  members  of  the  State  Department  who  had  to  be 
along  to  make  arrangements  relating  to  transportation,  to  make  sure 
that  all  the  funds  that  had  been  planned  were  according  to  Hoyle 
and  properly  carried  out  and  so  forth. 

With  that  number  there  will  have  to  be  State  Department  personnel 
there  and  the  funds  will  be  directed  toward  them. 

So,  Mr.  Chairman,  there  is  not  a great  deal  more,  it  seems  to  me, 
that  I can  add  to  a proposal  that  seems  to  be  warmly  endorsed. 

Since  it  has  been  approved  it  is  necessary  in  order  to  do  any  good 
that  this  be  incorporated  in  the  supplemental  appropriation.  It  can- 
not wait. 


JUSTIFICATIONS 

Senator  Ellender.  Do  you  have  the  justifications? 

Senator  Dirksen.  No.  I wanted  to  make  sure  that  the  committee 
would  not  conclude  its  labors  today  before  I had  a chance.  I did 
not  know  how  close  you  were  getting  to  the  end  of  the  supplemental 
consideration. 

Senator  Magnuson.  Will  we  get  a letter  from  the  Department  or 
Budget  Bureau  ? 

Senator  Dirksen.  I can  do  it,  or  I can  ask  Mr.  Kennedy  or  Mr. 
Scott,  or  anybody,  to  clear  with  the  State  Department  and  see  that  the 
full  story  is  laid  before  you. 

Senator  Ellender.  It  ought  to  be  in  the  record. 

(The  justification  referred  to  appears  on  p.  HOT.) 

Senator  Dirksen.  I agree.  I think  also  a letter  from  the  Bureau 
of  the  Budget  should  accompany  the  letter  at  the  same  time. 

So  if  there  is  nothing  else  to  ask  from  me  I am  delighted  to  keep 
my  remarks  on  the  short  side  in  the  hope  that  the  brevity  will  stir  the 
wills  of  generosity  and  these  funds  will  be  forthcoming. 

Senator  Ellender.  As  far  as  the  committee  is  concerned  you  would 
get  $500,000  plus  if  you  asked  for  it. 

Senator  Dirksen.  I am  deeply  grateful  to  my  esteemed  friend 
from  Louisiana. 

Mr.  Chairman,  I thank  you  for  the  opportunity  to  intervene  ahead 
of  the  other  witnesses.  I do  wish  to  have  the  record  show  that  I am 
speaking  here  also  in  behalf  of  Senator  Douglas. 

Mr.  Chairman,  I ask  unanimous  consent  to  have  included  in  the 
record,  following  my  testimony,  the  remarks  I made  in  the  Senate 
chamber  at  the  time  I introduced  (for  myself  and  Senator  Douglas) 
a bill  (S.  493)  to  authorize  the  appropriation  of  $500,000  to  be  spent 
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lor  I lie  purpose  of  the  pan-American 
( 1 he  matter  referred  to  follows :) 

[ From  the  Congressional  Record,  Jan.  17,  1959] 

Funds  for  Pan  American  Games 

.Mr.  Dirk  sen.  Mr.  President,  on  behalf  of  myself  and  the  senior  Senator  from 
Illinois  I Mr.  Douglas],  I introduce,  for  appropriate  reference,  a bill  to  authorize 
i lu>  appropriation  of  $;  >00,000  for  the  purpose  of  promoting  and  insuring  the 
success  of  the  pan-American  games  to  be  held  at  Chicago,  111.,  August  27  through 
September  7 of  this  year. 

The  pan-American  games  are  held  every  4 years  under  the  direction  of  the 
Pan  American  Sports  Organization.  The  member  countries  are  those  countries 
of  the  Americas  whose  national  Olympics  committees  are  members  of  the  Inter- 
national Olympic  Association. 

At  present,  countries  eligible  for  participation  in  the  games  are  Argentina, 
Bahamas,  Bermuda,  Bolivia,  Brazil,  Canada,  Colombia,  Costa  Rica,  Cuba,  Chile,' 
Dominican  Republic,  Dutch  West  Indies,  El  Salvador,  Guatemala,  Honduras, 
Jamaica,  Mexico,  Panama,  Paraguay,  Peru,  Puerto  Rico,  Trinidad,  United  States 
of  America.  Uruguay,  and  Venezuela.  It  is  probable  that  before  the  games  take 
place  Ecuador,  Haiti,  and  Nicaragua  will  be  added  to  the  list  of  eligible  countries. 

The  games  program  includes  some  20  sports,  in  7 of  which  there  will  be  com- 
petitions for  both  men  and  women,  consisting  of  baseball,  basketball,  boxing, 
cycling,  equestrian,  equestrian  polo,  fencing,  gymnastics,  modern  pentathlon, 
rowing,  shooting,  skeet,  soccer,  swimming,  tennis,  track  and  field  volleyball, 
water  polo,  weightlifting,  wrestling,  and  yachting. 

Plans  for  the  games  are  thus  far  incomplete,  and  precise  budget  estimates 
of  the  use  of  Federal  funds  are  not  yet  available.  It  is,  however,  anticipated 
that  a detailed  justification  will  be  submitted  for  consideration  by  the  Com- 
mittee on  Appropriations  of  both  the  House  and  Senate  before  any  funds  are 
actually  appropriated  pursuant  to  this  authority.  Funds  appropriated  will  be 
expended  in  the  discretion  of  the  organization  sponsoring  the  games,  subject  to 
such  audit  as  may  be  prescribed  by  the  Comptroller  General  of  the  United  States. 

Sports  facilities  of  the  Chicago  area  will  be  used,  including  Soldier  Field 
and  the  athletic  facilities  of  Northwestern,  Loyola,  Chicago,  and  De  Paul  Uni- 
versities. None  of  the  funds  authorized  will  be  used  to  finance  the  building  in 
Chicago  of  facilities  which  will  be  available  for  the  recreational  use  of  the  city 
of  Chicago  after  the  games. 

It  is  estimated  that  approximately  2,000  athletes  will  participate  in  the  games. 

The  bringing  together  in  friendly  sports  of  2,000  of  tomorrow’s  leaders  in  the 
countries  of  the  Western  Hemisphere,  under  circumstances  where  they  are  going 
to  come  to  know  and  understand  one  another  better,  is  desirable  from  the  point 
of  view  of  U.S.  foreign  policy.  The  Department  of  State  has  indicated  its  ap- 
proval of  support  of  the  games  under  the  sponsorship  of  the  city  of  Chicago 
in  such  amount  as  determined  to  be  appropriate  by  the  Congress. 

President  Eisenhower,  in  addressing  Mayor  Richard  J.  Daley,  of  Chicago,  in 
accepting  the  chairmanship  of  the  honorary  committee  for  the  Chicago  pan- 
American  games,  recognized  the  games  as  a “clear  opportunity  to  enhance  our 
good  relations  with  our  neighbors  in  the  hemisphere.” 

Mr.  President,  the  success  of  the  pan-American  games  in  Chicago  this  year 
will  certainly  make  a substantial  contribution  to  the  relations  between  the 
United  States  and  other  American  Republics. 

The  Presiding  Officer.  The  bill  will  be  received  and  appropriately  referred. 

The  bill  (S.  493)  to  authorize  the  appropriation  of  $500,000  to  be  spent  for  the 
purpose  of  the  pan- American  games  to  be  held  in  Chicago,  111.,  introduced  by  Mr. 
Dirksen  (for  himself  and  Mr.  Douglas),  was  received,  read  twice  by  its  title,  and 
referred  to  the  Committee  on  Foreign  Relations. 


games  to  be  held  in  Chicago'*  IIL 
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Letter  From  Department  of  State 


Department  of  State, 
Washington,  D.C.,  April  1 If,  1959. 

Hon.  Carl  Hayden, 

Chairman , Committee  on  Appropriations, 

U.S.  Senate 


Dear  Mr.  Chairman  : The  Bureau  of  the  Budget  has  advised  the  Department 
of  State  that  it  has  approved  the  submission  to  the  Congress  of  a supplemental 
estimate  for  fiscal  year  1959  in  the  amount  of  $500,000  in  accordance  with  the 
authorization  contained  in  H.R.  2575,  a hill  to  authorize  the  appropriation  of 
$500,000  to  be  spent  for  the  purpose  of  the  III  Pan  American  games  to  be  held 
in  Chicago,  111. 

Approval  of  an  appropriation  in  the  amount  of  $500,000  would  help  to  offset 
some  of  the  costs  that  will  be  incurred  by  the  sponsoring  organization  in  the  city 
of  Chicago  acting  as  host  to  the  Pan  American  games  which  are  scheduled  to  take 
place  beginning  the  latter  part  of  August  of  this  year.  Early  enactment  of  such 
an  appropriation  would  permit  the  city  of  Chicago  to  make  firm  plans. 

The  Pan  American  games  were  begun  after  World  War  II  and  are  held  every 
4 years.  They  are  generally  patterned  on  the  Olympic  games.  Previous  games 
were  held  in  Buenos  Aires  in  1951  and  in  Mexico  City  in  1955.  It  is  customary  for 
the  host  city  and  nation  to  undertake  to  provide  necessary  and  adequate  facili- 
ties for  the  holding  of  these  games.  The  previous  host  governments  incurred 
considerable  expenses  when  the  games  were  held  in  their  territories.  Advice  from 
the  eligible  countries  indicates  in  general  that  they  are  desirous  of  participating 
and  of  having  at  least  the  same  number  of  participants,  if  not  more,  than  in 
previous  Pan  American  games.  Correspondence  with  the  eligible  countries  indi- 
cates also,  however,  that  they  will  be  able  to  send  only  token  representation  if 
they  are  not  to  be  assisted  in  the  transportation  and  lodging  of  their  athletes. 
An  appropriation  of  $500,000  would  permit  the  games  to  be  held  on  a successful 
scale  in  the  United  States. 

It  is  anticipated  that  there  will  be  2,000  participants.  Each  country  will  pay 
$3  per  day  for  the  food  and  lodging  of  their  participants.  The  average  stay  for 
these  2,000  athletes  will  be  20  days.  The  daily  deficit  will  be  approximately  $5 
per  day  per  athlete  since  the  actual  cost  is  estimated  at  $8  per  day.  The  $10,000 
daily  deficit  for  20  days  will  amount  to  $200,000.  The  remaining  $300,000  of  the 
authorization  will  be  used  to  finance  commercial  transportation  for  the 
participants. 

In  accordance  with  the  provisions  of  H.R.  2575  the  funds  appropriated  will 
be  expended  by  the  Department  of  State  as  an  advance  or  reimbursement  to  the 
organization  sponsoring  the  games  in  Chicago.  Funds  expended  will  be  subject 
to  such  controls  and  audit  as  may  be  prescribed  by  the  Comptroller  General  of 
the  United  States.  Any  funds  not  expended  under  the  appropriation  being- 
requested  will  revert  to  the  Treasury  of  the  United  States. 

Early  enactment  of  an  appropriation  is  desired  so  that  firm  plans  can  be  made 
for  these  games.  The  Department  of  State  supports  the  enactment  of  an  appro- 
priation as  another  means  for  the  establishment  of  a lasting  friendship  among  the 
peoples  of  the  Americas. 

Sincerely  yours, 


Lot  W.  Henderson, 

Deputy  Under  Secretary  for  Administration. 
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Corps  of  Engineers 

RIVERS  AND  HARBORS  AND  FLOOD  CONTROL  PROJECTS 
Statement  of  Senator  Byrd  of  West  Virginia 

Senator  Byrd.  Mr.  Chairman,  I am  desirous  of  having  this  com- 
mittee consider,  in  reporting  out  the  second  supplemental  appropria- 
tions bill,  1959,  certain  additional  appropriations  which  could  be  used 
to  initiate  construction  on  certain  authorized  rivers  and  harbors  and 
flood-control  projects  in  the  State  of  West  Virginia,  to  provide  work 
projects  for  the  Monongahela  National  Forest  and  forest  research  fa- 
cilities in  West  Virginia,  and  to  construct  certain  armories  which  have 
already  been  authorized. 

Mr.  Chairman,  an  additional  appropriation  of  $3,071,000  would  per- 
mit the  initiation  of  construction  on  the  Brush  Creek  flood-control 
project  at  Princeton,  the  Meadow  River  flood-control  project  at  East 
Rainelle,  the  Summers ville  Reservoir  at  Summers ville,  and  it  would 
permit  preconstruction  and  preengineering  work  to  be  carried  for- 
ward on  the  Williamson  floodwall  project  at  Williamson,  W.  Va. 

With  reference  to  the  Brush  Creek  flood-control  project  at  Prince- 
ton, W.  Va.,  I am  now  advised  that,  as  a result  of  the  preconstruction 
and  preengineering  survey,  the  total  cost  will  be  $1,495,000,  of  which 
the  Federal  expenditure  will  be  $1,085,000  and  the  non-Federal  ex- 
penditure $410,000.  It  is  my  understanding  from  the  U.S.  Corps  of 
Engineers  that  they  can  use  $500,000  during  the  coming  fiscal  year 
for  this  project. 

Chairman  Hayden.  Those  are  two  flood-control  projects,  just  two 
projects? 

Senator  Byrd.  No  sir,  three. 

Chairman  Hayden.  You  have  a third  one? 

Senator  Byrd.  Yes,  sir. 

meadow  river  flood-control  project 

With  reference  to  the  Meadow  River  flood-control  project  at  East 
Rainelle,  W.  Va.,  I am  advised  that,  as  a result  of  the  preconstruction 
and  preengineering  survey , the  total  cost  of  this  project  will  be 
$970,000,  of  which  $840,000  is  Federal  expenditure  and  $130,000  non- 
Federal.  In  this  instance  I am  told,  the  Corps  of  Engineers  can  use 
$500,000  during  the  current  fiscal  year. 

SUMMERSVILLE  reservoir 

With  reference  to  the  Summersville  Reservoir,  the  quick  completion 
of  the  project  will  materially  affect  the  well-being  of  a large  segment 
of  the  population  of  the  great  Kanawha  Valley,  in  which  Charleston, 
W.  Va.,  is  situated,  and  it  will  be  a major  factor  in  attracting  new  in- 
dustries because  it  will  not  only  contribute  to  flood  prevention,  but  it 
will  also  insure  an  even  flow  of  water  during  the  dry  season,  and  an 
ample  flow  through  the  year  for  industrial  plants  in  the  Charleston 
area. 

I am  interested  in  an  appropriation  of  $2  million  for  the  Summers- 
ville Reservoir  not  only  because  it  would  expedite  the  construction 
and  completion  of  a reservoir  which  would  control  the  waterflow 
downstream,  but  I am  also  concerned  with  the  effect  it  would  have 
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upon  unemployment  in  the  whole  area.  Work  could  be  initiated  to- 
ward the  construction  of  certain  access  roads,  spillways,  and  other 
necessary  preliminary  operations. 

Chairman  Hayden.  Just  a moment.  I have  a distinct  recollection 
that  some  of  these  projects  were  included  in  the  rivers  and  harbors 
and  flood  control  bill  that  we  passed. 

Senator  Ellender.  Yes. 

HOUSE  ACTION 

Chairman  Hayden.  It  was  not  agreed  to  by  the  House. 

Senator  Ellender.  The  Summersville  project  was  included  in  our 
public  works  bill  last  year  but  the  House  refused  to  go  along. 

Senator  Byrd.  The  money  for  the  preconstruction  and  preengineer- 
ing work  in  regard  to  the  other  projects  was  included  and  remained 
in  the  bill.  I have  been  informed  today  that  24  percent  of  the  labor 
force  in  Nicholas  County,  location  of  the  proposed  Summersville 
Reservoir,  is  unemployed.  Within  the  last  10  days,  209  miners  have 
been  laid  off  at  the  Tioga  mines  and  an  additional  number  is  to  be 
laid  off  within  the  next  few  days.  Most  of  the  work  that  could  be 
done  in  the  initiation  stage  of  construction  on  the  Summersville 
Reservoir  would  require  hand  labor,  and  I am  advised  that  an 
estimated  100  men  could  be  employed  immediately.  The  committee, 
I think,  would  be  interested  to  know  that  during  hearings  conducted 
by  the  House  Appropriations  Committee  last  year,  representatives 
of  the  Union  Carbide  & Chemical  Corp.,  Charleston,  the  Du  Pont  Co. 
at  Belle,  and  the  American  Metallurgical  Co.  at  Alloy,  appeared  and 
testified  for  appropriations  to  permit  the  initiation  of  immediate  con- 
struction work  on  the  Summersville  Reservoir.  Their  argument  was 
that  the  supply  of  water  in  Kanawha  River  during  July,  August,  and 
September  was  insufficient  to  warrant  their  expanding  their  facilities. 

The  Du  Pont  man  said  they  wanted  to  expand  the  present  plant 
but  could  not  because  of  the  insecure  water  supply.  The  fact  was 
also  mentioned  that  pollution  in  the  Kanawha  River  was  such  that  Du 
Pont  and  Union  Carbide  could  not  use  the  water  from  the  river  for 
manufacturing  purposes.  They  would  have  to  buy  treated  water. 
The  supply  of  water  by  the  dam  could  be  regulated  and  water  could 
be  released  from  May  to  November  to  wash  out  pollution  from  the 
Kanawha  River. 

These  industrial  representatives  said  they  would  not  think  of  mak- 
ing any  further  expansion  until  they  could  have  a better  guarantee 
of  a continuous  and  unpolluted  water  supply.  The  Union  Carbide 
man  said  that  a flood  would  do  damage  of  $20  million  to  the  com- 
pany’s installation  on  Blaine  Island.  Part  of  the  plant  is  on  this 
island.  His  company  is  interested  as  a matter  of  flood  protection. 

NATIONAL  FOREST  LANDS 

Mr.  Chairman,  I have  referred  to  the  need  for  an  appropriation  of 
moneys  for  work  projects  planned  for  national  forest  lands  in  West 
Virginia.  They  include  development  work  and  constructural  improve- 
ments to  increase  productivity,  improve  administration,  and  provide 
facilities  for  needed  research  and  for  protection  purposes.  I am  in- 
formed that  work  on  these  projects  could  be  started  promptly  and  ex- 
panded substantially  as  desired.  The  work  consists  of  a large  num- 
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l)(*i-  of  small  projects,  and  it  could  be  curtailed  readily  without  a loss 
in  investment.  I am  further  informed  that  work  could  be  started  im- 
mediately and  that  much  of  it,  such  as  construction  of  recreation  im- 
provements; tables,  fireplaces,  toilets,  et  cetera,  could  be  done  in  local 
communities  and  the  finished  product  transported  to  the  location 
where  it  would  be  installed.  The  extent  to  which  camps  may  be 
needed  depends  on  the  distance  from  workers’  homes  to  the  job.  Com- 
muting would  be  practical  for  up  to  30  or  40  miles.  Employment  data 
for  counties  within  commuting  distance  indicate  that  about  3,000 
unemployed  men  are  so  located.  If  it  is  desirable  to  employ  men  from 
more  distant  areas,  then  temporary  camps  would  need  to  be  installed. 

In  February,  I requested  the  staff  of  this  committee  to  secure  in- 
formation concerning  the  possibilities  of  such  a program  as  this  in 
West  Virginia,  and  in  response  to  my  request  of  this  committee,  I am 
informed  that  employment  for  approximately  1,000  men  could  be 
provided  for  the  balance  of  fiscal  year  1959  in  West  Virginia  and 
that,  beginning  in  fiscal  year  1960,  employment  could,  if  necessary,  be 
increased  to  2,000  men. 

With  your  permission,  Mr.  Chairman,  I shall  insert  in  the  record 
of  the  hearings  the  program  that  could  be  accomplished  during  the 
remainder  of  fiscal  year  1959,  according  to  the  Forest  Service.  I 
wish  to  point  out  that  the  stated  cost  for  such  a program  during  the 
remainder  of  fiscal  year  1959  is  shown  as  of  February  18,  1959. 

(The  information  referred  to  follows:) 


National  forest  and  research  development 

Program  that  could  be  ac- 
complished during  re- 
mainder of  fiscal  year  1959 

Man-days 

Cost 

(thousands'* 

1.  Resource  development  projects:  Timber  stand  improvement,  reforesta- 
tion, forest  pest  control,  recreation  improvements,  wildlife  habitat, 
range  improvements,  watershed  rehabilitation,  fire  protection,  and 
general  land  imorovements.  ... - ....  . _ _ . . - ... 

59, 800 

$1,615 

2.  Structural  improvements:  Housing,  offices,  storage  buildings,  fire  look- 
outs, water  and  sanitation  systems..  _ . ...  _ ....  . ... 

6, 000 

245 

3.  Road  and  trail  construction,  including  bridge  construction  and  replace- 
ment  . . . _ ... 

6, 500 
72,  300 

320 

Total.  _ . ...  

2, 180 

National  Guard  Armories 

Mr.  Chairman,  I am  informed  that  the  following  National  Guard 
armories  in  West  Virginia  have  been  authorized  but  not  funded  in 
fiscal  year  1959  or  fiscal  year  1960  (the  fiscal  year  1959  Authorization 
Act,  Public  Law  85-685)  : 


Facility 

Total 

Federal 

State 

Keyser  Armory . _ . .. 

$212, 000 
254,  000 
254,  000 
254,  000 
254,  000 

$157, 000 
189,  000 
189, 000 
189, 000 
189, 000 

$55, 000 
65, 000 
65, 000 
65,  000 
65,  000 

Logan  Armory  . 

Gassaway  Armory 

Weston  Armory  . 

Clarksburg  Armory . 
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The  additional  Federal  moneys  needed  amount  to  $913,000.  Each 
of  the  armories  is  to  be  located  in  an  area  where  there  is  considerable 
unemployment.  They  are  in  the  distressed  areas.  I am  informed  by 
Mr.  J.  Henry  Francis.  Jr.,  armory  program  coordinator.  Charleston, 
IV.  Ya..  that  several  of  the  communities  are  interested  in  putting  addi- 
tional money  in  their  armories  to  make  them  into  civic  centers,  audi- 
toriums and  the  like.  Mr.  Francis  informs  me  that  the  armory  board 
will  go  along  with  these  plans  wherever  it  appears  that  the  extra 
money  required  can  be  amortized  from  use.  Keyser  and  Clarksburg 
are  interested  in  such  additional  facilities,  and  this  would  make  the 
economic  benefits  from  the  program  just  that  much  more  marked. 

Mr.  Chairman.  I trust  that  the  items  I have  mentioned  can  be 
given  consideration  by  this  committee  when  it  reports  out  the  bill. 
These  additional  appropriations  would  go  a long  way  toward  re- 
lieving unemployment  in  TVest  Virginia.  They  would  constitute  a 
partial  solution.  I am  informed  today  by  the  Department  of  Employ- 
ment Securitv  in  West  Virginia  that,  out  of  a civilian  labor  force  of 
670,300,  as  of  mid  March.  12.5  percent,  or  83,800  persons,  were  unem- 
ployed. The  Huntington  office.  Corps  of  Engineers  has  reported  to 
me  today  that  an  estimated  100  men  would  be  needed  for  the  Sumruers- 
ville  project  during  the  first  year,  when  work  is  limited  to  construc- 
tion of  a tunnel  and  an  access  road.  Then,  after  construction  is  in 
full  swing,  the  employment  figure  would  be  300  or  more. 

Concerning  the  Princeton  and  East  Kainelle  jobs,  the  Huntington 
office  of  the  Corps  of  Engineers  estimates  that  50  men  would  be 
needed  for  each  project.  It  was  stated  that  no  employment  would 
be  created  by  funds  for  the  Williamson  project,  as  the  money  would 
be  spent  entirely  for  blueprint  and  planning  work,  but  this  would 
speed  the  day  when  the  project  would  be  ready  for  construction.  I 
have  already  stated  the  approximate  employment  that  would  be  ac- 
commodated by  the  Forest  Service  projects. 

Mr.  Chairman,  I wish  to  insert  in  the  record  a letter  which  I have 
received  today,  together  with  data  sheet  enclosures,  from  Brig.  Gen. 
J.  L.  Person.  Assistant  Chief  of  Engineers  for  Civil  Works,  which 
states  the  capability  for  using  funds  for  the  Summersville,  Princeton, 
and  East  Rainelle  projects  in  fiscal  year  1960. 

i The  letter  and  data  sheets  referred  to  follow :) 

Headquarters,  Department  of  the  Aemy. 

Office  of  the  Chief  of  Engineers. 

Washington, , D.C.,  April  13,  1959. 

Hon.  Robert  C.  Eyed. 

U.S.  Senate, 

Heap.  Senator  Byrd  : There  are  inclosed  data  sheets  for  the  Snrtimersville 
Reservoir,  East  Rainelle.  and  Princeton  projects,  all  of  which  are  in  West 
Virginia. 

In  response  to  your  specific  request  for  onr  capability  for  using  funds  for  these 
projects  in  fiscal  year  1960.  I may  say  that,  from  the  strictly  engineering  stand- 
point. considering  each  project  by  itself  without  reference  to  our  over-all  pro- 
gram. our  overall  capability,  or  fiscal  considerations,  funds  could  be  utilized  in 
fiscal  year  1960  in  the  amounts  as  follows  : 

Summersville  Reservoir,  $2,000,090  for  initiation  of  land  acquisition  and  con- 
struction: East  Rainelle.  $500,000  for  initiation  of  construction:  Princeton, 
$500,000  for  initiation  of  construction. 
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As  you  may  know,  no  funds  for  these  projects  have  been  included  in  the  Presi- 
dent's budget,  so  that  no  funds  can  be  utilized  for  the  projects  in  view  of  the 
overall  budgetary  considerations. 

Sincerely  yours, 

J.  L.  Pebson, 

Brigadier  General , USA,  Assistant  Chief  of  Engineers  for  Civil  Works. 
SUMMERSVILLE  RESERVOIR,  W.  Va. 

Summarized  financial  data 


Total  estimated  Federal  cost $46,  800,  000 

Total  appropriations  to  date 685,  000 

Fiscal  year  1960  budget  request None 

Balance  to  complete  after  fiscal  year  1960 46, 115,  000 


Authorization. — 1938  Flood  Control  Act. 

Jjocation  and  description. — The  Summersville  Dam  site  is  on  the  Gauley  River 
at  Ruckers  Bend,  Nicholas  County,  W.  Va.,  about  34.5  miles  above  the  confluence 
of  the  Gauley  and  New  Rivers  at  Gauley  Bridge,  W.  Va.  The  project  provides 
for  construction  of  a rockfill  dam  and  the  reservoir  will  be  operated  as  a unit  of 
the  coordinated  reservoir  system  for  the  protection  of  the  Gauley,  Kanawha, 
and  Ohio  River  Valleys. 

Justification. — The  Summersville  Reservoir  project  is  a unit  in  the  compre- 
hensive flood  control  plan  for  the  Ohio  River  Basin.  This  project  will  relieve 
flood  hazards  along  Gauley  River  below  the  dam,  and  will  comprise  one  of  the 
essential  supplements  to  completed  Bluestone  Reservoir,  on  New  River,  and 
Sutton  Reservoir,  now  nearing  completion  on  Elk  River,  in  providing  flood 
protection  for  the  narrow  and  densely  occupied  Kanawha  Valley  with  its  ex- 
tensive industrial  developments  located  largely  on  the  flood  plain.  In  addition, 
the  project  will  reduce  floodflows  in  the  Ohio  and  Mississippi  River  Valleys,  and, 
as  a result  of  seasonal  use  of  a part  of  its  capacity,  will  increase  low  flows  in 
the  Kanawha  River,  thus  aiding  in  alleviating  a serious  pollution  problem  in 
the  industrial  area  around  and  below  Charleston,  W.  Va.  The  benefit-to-cost 
ratio  is  estimated  to  be  2.6. 


East  Rainelle,  W.  Va. 
Summarized  financial  data 


Total  estimated  Federal  cost $840,  000 

Total  appropriations  to  date 58,  000 

Fiscal  year  1960  budget  request None 

Balance  to  complete  after  fiscal  year  1960 782,  000 


Authorization. — 1958  Flood  Control  Act. 

Location  and  description. — The  community  of  East  Rainelle  Is  located  in  Green- 
brier County,  W.  Va.  Boggs  Creek  and  Sewell  Creek  flow  through  the  com- 
munity and  join  the  Meadow  River  at  the  edge  of  the  community.  The  project 
provides  for  widening  and  deepening  the  channel  in  Meadow  River  and  im- 
proving the  channels  in  Sewell  and  Boggs  Creeks. 

Justification. — The  community  is  subject  to  headwater  flooding  from  Boggs  and 
Sewell  Creeks  and  backwater  flooding  from  the  Meadow  River.  Damaging  floods 
occur  on  an  average  of  one  each  year.  The  improvements  subject  to  this  flood 
damage  include  residential,  commercial,  municipal,  utility,  and  other  properties 
in  East  Rainelle  having  an  estimated  value  in  excess  of  $10  million.  The  project 
will  provide  near-complete  protection  to  East  Rainelle  from  floods  equivalent  to 
that  of  record.  The  benefit-to-cost  ratio  is  estimated  to  be  2.0. 
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Princeton,  TV.  Ya. 
Summarized  financial  data 


Total  estimated  Federal  cost $1,  085,  000 

Total  appropriations  to  date 74,  000 

Fiscal  year  1960  budget  request None 

Balance  to  complete  after  fiscal  year  1060 1,  011,  000 


Authorization. — 1958  Flood  Control  Act. 

Local  and  description. — Princeton,  W.  Ya.,  is  in  Mercer  County  on  Brush  Creek 
about  13  miles  upstream  from  its  confluence  with  Bluestone  River,  a tributary  of 
the  New  River.  The  project  provides  for  enlarging,  straightening,  and  clearing 
Brush  Creek ; enlarging  and  straightening  Christian  Fork ; clearing  Glady  Fork ; 
and  necessary  railroad,  highway,  and  utility  relocations  and  alterations. 

Justification . — The  project  will  provide  flood  protection  to  the  city  of  Prince- 
ton. Floods  occur  in  any  month  and  as  often  as  three  times  a year.  Protection 
will  be  provided  for  several  wholesale  food  and  building  and  supply  establish- 
ments, 20  small  manufacturing  plants,  and  the  main  shops  of  the  Virginian  Rail- 
way. The  commercial  and  industrial  establishments  and  about  100  residential 
properties  receive  about  three-fourths  of  the  estimated  total  average  annual  loss 
of  about  S90.000.  The  benefit-to-cost  ratio  is  estimated  to  be  1.8. 

Senator  Byrd.  I would  hope  that  the  committee  would  give  careful 
consideration  to  the  appropriations  that  I have  mentioned  when  it 
reports  out  the  bill. 

Thank  you,  Mr.  Chairman. 
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FEDERAL  AVIATION  AGENCY 

STATEMENTS  OF  J.  T.  PYLE,  DEPUTY  ADMINISTRATOR;  J.  H. 

TIPPETS,  ACTING  DIRECTOR,  BUREAU  OF  FACILITIES ; P.  MORRIS, 

DEPUTY  CHIEF,  AIRPORT  DIVISION,  BUREAU  OF  FACILITIES; 

AND  A.  0.  BASNIGHT,  BUDGET  OFFICER 

House  Reduction 

Chairman  Hayden.  Senator  Magnuson. 

Senator  Magnuson.  I want  to  apologize  for  not  being  here,  but  we 
1 1 : i < l a bill  on  the  floor  in  which  I,  as  an  author,  had  an  interest. 

The  Federal  Aviation  Agency.  Included  in  this  bill  are  four  items 
of  pay  costs  for  the  new  agency,  for  which  a total  amount  of  $17,- 
596,500  was  requested.  The  House  has  reduced  these  items  by  10 
percent,  and  I understand  that  as  to  the  smaller  items  for  research  and 
development,  operation  and  maintenance,  Washington  National  Air- 
port and  operation  and  maintenance,  Alaska  airports,  this  reduction 
can  be  absorbed. 

You  request  restoration  for  the  expenses  item  in  the  amount  of 
$1,713,800. 

We  have  also  a new  supplemental  estimate,  not  considered  by  the 
House,  for  grants-in-aid  for  airports  in  the  amount  of  $20  million. 

We  shall  be  glad  to  hear  from  you,  Mr.  Pyle,  on  this  matter.  We 
will  place  the  letter  in  the  record  in  full  and  you  can  proceed  as  you 
wish. 

(The  letter  referred  to  follows:) 

Federal  Aviation  Agency, 

Office  of  the  Administrator, 
Washington,  D.C.,  April  6, 1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.8.  Senate,  Washington,  D.C. 

Dear  Senator  Hayden  : Reference  is  made  to  H.R.  5916,  the  Second  Supple- 
mental Appropriation  Act,  1959.  As  passed  by  the  House  of  Representatives, 
the  bill  includes  appropriations  for  increased  pay  costs  for  the  Federal  Aviation 
Agency  in  the  amount  of  $15,836,850,  a reduction  of  $1,759,650,  or  10  percent 
below  the  amount  requested. 

In  developing  the  estimates  we  took  account  of  all  known  savings  that  could 
be  accomplished  without  retarding  the  Agency’s  programs.  In  this  process  we 
absorbed  increased  costs  amounting  to  some  $3  million  for  mandatory  personnel 
costs  and  implementing  new  legislation  enacted  subsequent  to  congressional  con- 
sideration of  our  1959  budget.  Further  reductions  in  programs  will  require 
the  elimination  or  deferral  of  recruitment  and  materiel  procurement  needed  to 
provide  an  adequate  level  of  services  to  the  aviation  industry  at  the  very  time 
when  we  are  not  meeting  the  needs  of  civil  and  military  aviation  in  air  traffic 
management  and  other  safety  services.  The  establishment  of  the  Federal  Avia- 
tion Agency  was  a major  step  in  providing  appropriate  legislative  authority 
and  organizational  framework  to  close  the  gap  between  our  Federal  services 
and  requirements  of  air  commerce  and  national  defense.  Unless  corrected,  the 
action  of  the  House  in  reducing  funds  available  for  operating  programs  which 
contribute  directly  to  safe  and  efficient  movement  of  air  traffic  will  increase  the 
time  required  to  bring  system  capacity  into  balance  with  aviation  requirements. 

I am,  therefore,  requesting  restoration  of  the  $1,713,800  reduction  in  the 
“Expenses”  appropriation,  which  finances  traffic  management  and  safety  activi- 
ties. For  our  three  other  appropriations  that  were  affected  by  the  House  action 
the  amounts  can  be  absorbed  without  drastic  effect  on  the  services  that  assure 
safety  in  aviation.  Therefore,  we  are  not  requesting  restoration  of  these  items. 
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The  following  table  indicates,  by  appropriation,  the  amounts  allowed  by.  the 
House  and  the  amount  for  which  restoration  is  requested  : 


Appropriation 

Request. 

Allowance 

Difference 

Requested 

restoration 

Expenses  - _ __  __ 

$17. 138. 000 

330.000 

100.000 
28.500 

$15. 424. 200 
297, 000 

90.000 
25.  650 

-$1.  713,  800 
-33,000 

-10.000 

-2.850 

$1.  713. 800 
(> 

0 

0 

Research  and  development--  

Operation  and  maintenance,  Washington  Na- 
tional Airport - 

Operation  and  maintenance,  Alaska  airports — 
Total  

17,  596,  500 

15,  836.  850 

— 1,  759,  650 

1.713.800 

There  are  attached  proposed  amendments  which  contain  a detailed  explana- 
tion of  the  effects  of  the  House  allowance  in  the  ‘'Expenses”  appropriation.  To 
assure  continuation  of  orderly  progress  in  bringing  the  level  of  services  per- 
formed by  the  FAA  in  line  with  the  requirements  of  civil  and  military  aviation, 
I urge  the  favorable  consideration  of  your  committee  of  this  appeal. 

Sincerely  yours, 

James  T.  Pyle,  Deputy 
(For  E.  R.  Quesada,  Administrator) . 

FEDERAL  AVIATION  AGENCY 
Expenses 


Page  39,  line  7,  of  H.R.  5916  : 

195S  appropriation  (adjusted) $187,675,392 

1959  appropriation  (adjusted) 241,959,131 

1959  supplemental 17, 138,  000 

House  allowance 15,  424,  200 

House  reduction  from  budget  requests 1,  713,  800 

Restoration  requested 1,  713,  800 


AMENDMENT  REQUESTED 

On  page  39,  line  7,  delete  “$15,424,200”  and  insert  “$17,138,000.” 

HOUSE  REPORT 

Title  II  of  the  bill  appropriates  funds  exclusively  for  pay  increase  costs  aris- 
ing from  laws  and  administrative  actions  which  have  occurred  since  Congress 
considered  the  budget  estimates  at  the  beginning  of  the  fiscal  year.  Virtually 
every  item  in  title  I also  includes  funds  to  finance  pay  costs.  The  committee 
has  viewed  with  considerable  concern  the  fact  that  the  trend  in  employment 
in  Government  is  upward.  The  problem  is  widespread. 

JUSTIFICATION 

The  supplemental  request  of  $17,138,000  for  the  appropriation  “Expenses” 
was  based  on  the  Agency's  absorbing  and  deferring  approximately  $2  million  for 
pay  cost  requirements  not  anticipated  in  the  original  estimates  for  1950.  These 
include : 

(а)  Approximately  $1.5  million  for  the  reclassification  of  air  traffic  control 
positions  involving  grade  changes  for  some  5,200  employees ; and 

(б)  $500,000  or  about  half  of  the  costs  of  increased  salary  rates  for 
engineering  and  scientific  personnel  as  prescribed  by  the  Civil  Service  Com- 
mission. 

In  absorbing  these  pay  costs  together  with  approximately  $1  million  of  in- 
creased expenses  associated  with  the  establishment  of  the  Federal  Aviation 
Agency  we  have  utilized  all  possible  savings  that  can  be  accomplished  without 
seriously  retarding  the  Agency’s  program  for  bringing  traffic  control  services  and 
equipment  maintenance  capability  in  line  with  the  rapidly  expanding  volume  of 
air  traffic. 

Specifically,  the  reduction  of  $1,713,800  in  the  amount  requested  for  “Expenses” 
would  require  the  following  actions  : 
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(a)  Defer  the  recruitment  of  some  600  new  employees  scheduled  for  May 
•■‘i"1  dune.  While  this  action  would  save  about  $300,000  in  1959  obligations  it 
would  also  force  a delay  of  about  2 months  in  the  availability  of  trained  traffic 
control  and  maintenance  personnel  to  operate  new  facilities  as  their  installation 
is  completed. 

(b)  Arbitrarily  reduce  central  stock  levels  of  replacement  tubes  and  other 
facililies  maintenance  supplies  below  safe  minimum  operating  reserves.  This 
•o  limi  would  defer  until  next  year  the  purchase  of  supply  items  amounting  to 
about  $525,000,  and  require  a corresponding  deletion  of  planned  items  from  the 
I960  program.  This  reduction  in  stock  levels  would  increase  the  risk  of  shut- 
ting down  selected  essential  air  navigation  facilities  as  local  stocks  are  depleted 
or  require  uneconomic  small  purchases. 

( c)  Eliminate  about  $200,000  from  the  current  year  requirements  for  procure- 
ment of  working  equipment  for  maintenance  personnel.  This  includes  tools  and 
test  equipment  for  the  increasing  number  of  electronic  and  structural  main- 
tenance crews.  Failure  to  make  these  purchases  will  reduce  the  effectiveness 
of  maintenance  crews.  There  would  be  a resulting  increase  in  requirements  for 
procurement  of  these  kinds  of  items  next  year  at  the  expense  of  other  program 
needs. 

( (1 ) Defer  until  next  year  the  placing  of  contracts  amounting  to  about  $389,000 
for  communications  equipment  in  new  traffic  control  facilities.  Deferral  of 
placing  these  orders  for  installation  of  terminal  gear  could  delay  the  scheduled 
operational  dates  for  traffic  control  centers  and  require  the  elimination  of  other 
program  items  next  year. 

( e)  Eliminate  $300,000  required  to  overhaul  aircraft  used  by  safety  inspectors. 

Restoration  of  this  reduction  is  necessary  to  assure  continuation  of  orderly 
progress  in  bringing  the  level  of  services  performed  by  the  FAA  in  line  with  the 
requirements  of  civil  and  military  aviation. 

Research  and  Development 


Page  39,  line  8,  of  H.R.  5916  : 

1958  appropriation 0 

1959  appropriation  (adjusted) $31,377,869 

1959  supplemental 330,  000 

House  allowance 297,  000 

House  reduction  from  budget  requests 33,  000 

Restoration  requested 0 


amendment  requested 

None. 

house  report 

Title  II  of  the  bill  appropriates  funds  exclusively  for  pay-increase  costs  arising 
from  laws  and  administrative  actions  which  have  occurred  since  Congress 
considered  the  budget  estimates  at  the  beginning  of  the  fiscal  year.  Virtually 
every  item  in  title  I also  includes  funds  to  finance  pay  costs.  The  committee 
has  viewed  with  considerable  concern  the  fact  that  the  trend  in  employment  in 
Government  is  upward.  The  problem  is  widespread. 

Operation  and  Maintenance,  Washington  National  Airport 


Page  39,  line  11,  of  H.R.  5916  : 

1958  appropriation $1,  566,  000 

1959  appropriation 2,  400,  000 

1959  supplemental : — 100,  000 

House  allowance : 90,  000 

House  reduction  from  budget  requests 10,  000 

Restoration  requested 0 
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None. 


AMENDMENT  REQUESTED 
HOUSE  REPORT 


Title  II  of  the  bill  appropriates  funds  exclusively  for  pay-increase  costs  aris- 
ing from  laws  and  administrative  actions  which  have  occurred  since  Congress 
considered  the  budget  estimates  at  the  beginning  of  the  fiscal  year.  Virtually 
every  item  in  title  I also  includes  funds  to  finance  pay  costs.  The  committee  has 
viewed  with  considerable  concern  the  fact  that  the  trend  in  employment  in 
Government  is  upward.  The  problem  is  widespread. 


Operation  and  Maintenance  of  Public  Airports,  Territory  of  Alaska 


Page  39,  line  13,  H.R.  5916  : 

1958  appropriation $700,  000 

1959  appropriation 1,  050,  000 

1959  supplemental 28,  500 

House  allowance 25,  650 

House  reduction  from  budget  requests 2,  850 

Restoration  requested 0 


None. 


AMENDMENT  REQUESTED 
HOUSE  REPORT 


Title  II  of  the  bill  appropriates  funds  exclusively  for  pay-increase  costs  aris- 
ing from  laws  and  administrative  actions  which  have  occurred  since  Congress 
considered  the  budget  estimates  at  the  beginning  of  the  fiscal  year.  Virtually 
every  item  in  title  I also  includes  funds  to  finance  pay  costs.  The  committee 
has  viewed  with  considerable  concern  the  fact  that  the  trend  in  employment  in 
Government  is  upward.  The  problem  is  widespread. 

SUPPLEMENTAL  ESTIMATE  IN  SENATE  DOCUMENT  NO.  20 


(P.  6) 

Federal  Aviation  Agency 

GRANTS-IN-ALD  FOR  AIRPORTS  (LIQUIDATION  OF  CONTRACT  AUTHORIZATION) 

“For  an  additional  amount  for  ‘Grants-in-aid  for  airports  (liquidation  of 
contract  authorization)’,  $20,000,000,  to  remain  available  until  expended.” 

This  additional  amount  is  to  pay  obligations  incurred  under  existing  contract 
authorizations.  Based  upon  actual  experience  for  the  past  several  months 
and  forecasts  of  progress  on  projects  now  under  way,  payments  during  the  cur- 
rent fiscal  year  are  now  expected  to  exceed  previous  forecasts  by  $20  million. 

FEDERAL  AVIATION  AGENCY 


Justification — Supplemental  Estimate  of  Appropriation,  Fiscal  Year  1959 

GRANTS-IN-AID  FOR  AIRPORTS  (LIQUIDATION  OF  CONTRACT  AUTHORIZATION) 

“For  an  additional  amount  for  ‘Grants-in-aid  for  airports  (liquidation  of 
contract  authorization),’  $20,000,000,  to  remain  available  until  expended.” 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Increase 

Program  by  activities:  1.  Grants  for  construction  of  airports 
(total  obligations) 

$63, 000,  000 

—57,  880,  304 
57,  880,  304 

$73, 000, 000 

-57, 880,  304 
47,  880,  304 

+$10, 000,  000 

Financing: 

Unobligated  balance  brought  forward  (contract  authori- 
zation). . 

Unobligated  balance  carried  forward  (contract  authori- 
zation)  _ 

-10, 000, 000 

Contract  authorization  (new)  (permanent) 

63,  000, 000 

63, 000, 000 
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Status  of  unfunded  contract  authorization 


Presently 

available 

Revised 

estimate 

Increase 

Unfunded  balance  at  beginning  of  year . __ 

$113,  500, 000 
63, 000, 000 
-146,  500, 000 

$113,  500, 000 
63, 000, 000 
-126,  500,  000 

Contract  authorization  (new)  (permanent) 

Unfunded  balance  at  end  of  year _ . 

Appropriation  to  liquidate  contract  authorization 

+$20,000, 000 

30, 000,  000 

50,  000,  000 

+20, 000, 000 

Object  classification 


Presently 

available 

Revised 

estimate 

Increase 

11  Grants,  subsidies,  and  contributions .. 

$63, 000, 000 

$73, 000, 000 

+$10, 000, 000 

GENERAL  JUSTIFICATION 

This  request  provides  an  additional  $20  million  for  payment  of  Federal 
matching  funds  to  municipalities  for  airport  construction  projects  undertaken 
in  line  with  grant  agreements  authorized  by  the  Federal  Airport  Act. 

At  the  beginning  of  the  current  fiscal  year  approximately  $42  million  of  liqui- 
dating cash  was  available  for  this  purpose.  During  the  first  7 months,  approxi- 
mately $31  million  has  been  expended,  leaving  a balance  available  for  the  re- 
mainder of  the  fiscal  year  of  slightly  less  than  $11  million.  Latest  informa- 
tion from  airport  sponsors  indicates  that  an  additional  $20  million  will  be  re- 
quired to  meet  requests  for  progress  payments  as  stages  of  construction  are 
completed.  Previous  expenditure  estimates  have  been  based  on  a time  lag  of 
15  to  17  months  between  the  dates  of  grant  agreements  and  actual  expendi- 
tures. This  lag  has  been  reduced  to  about  12  months  as  a result  of  three 
primary  factors : 

1.  The  sustained  demands  of  increasing  aviation  activity  and  accelerated  pro- 
curement of  air  carrier  and  general  aviation  aircraft  has  stimulated  construc- 
tion work  in  airport  development  to  meet  current  air  transportation  needs. 

2.  Advance  notice  to  sponsors  of  tentative  project  allocations  and  expeditious 
review  and  approval  of  project  applications  have  permitted  earlier  implementa- 
tion of  actual  construction  and  firm  scheduling  of  successive  construction  stages 
by  local  officials. 

3.  Administrative  procedures  have  been  streamlined  to  permit  prompt  progress 
payments  to  sponsors  as  various  stages  of  a project  are  completed. 

This  estimate  is  based  on  a comprehensive  reappraisal  of  construction  sched- 
ules and  sponsor  plans  for  requesting  matching  funds  as  construction  phases 
are  completed.  This  review  indicates  that  for  the  period  covered  by  fiscal  years 
1959  and  1960  the  current  expenditure  rate  can  be  expected  to  stabilize  at 
approximately  $4.5  million  per  month.  Thus,  the  appropriation  of  an  additional 
$20  million  for  expenditure  this  year  will  not  permit  a reduction  in  funds  re- 
quested in  the  1960  budget  for  expenditure  during  1960.  The  requested  addi- 
tional funds  are  needed  for  expenditure  in  1959,  to  avoid  extensive  forced  delays 
of  more  than  3 months  in  honoring  sponsor  requests  for  matching  funds  in 
payment  of  valid  Federal  obligations. 

The  following  table  summarizes  changes  from  the  previous  estimate  and  re- 
flects the  supplemental  requirement  of  $20  million  for  liquidating  cash,  as  well 
as  an  upward  adjustment  of  $10  million  in  the  estimate  of  obligations  to  be 
incurred  in  the  current  fiscal  year. 


Previous 

estimate 

Revised 

estimate 

Difference 

Contract  authorizations,  Public  Law  211 

Ohlip'nf.inrR  through  fiscal  vear  1958 

$231,  500. 000 
110,  619,  696 
63,  000. 000 
85.  000.  000 
85,  000,  000 

$231,  500, 000 
110,  619,  696 
73.  000,  000 
105,  000,  000 
105,  000,  000 

Estimated  obligations,  fiscal  year  1959 -- 

Estimated  expenditures  through  fiscal  vear  1959- - _ ... 

Fiscal  year  1959  liquidation  cash  requirements - -- 

+$10, 000, 000 
+20,  000,  000 
+20, 000,  000 
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PREPARED  STATEMENT 

Mr.  Pyle.  Mr.  Chairman,  if  it  is  appropriate,  in  the  interest  of 
time  I should  like  to  submit  this  statement  for  the  record  and  briefly 
highlight  several  points  so  that  you  can  proceed  more  quickly. 

(The  statement  referred  to  follows :) 

Statement  on  1959  Supplemental  Estimates  for  Grants-in-Aid  for  Air- 
ports (Liqudation  of  Contract  Authorization)  and  Pay  Costs 

I appreciate  ttie  opportunity  to  appear  before  you  today  in  support  of 
the  supplemental  estimate,  contained  in  Senate  Document  No.  20,  for  an  appro- 
priation to  liquidate  contract  authorizations  entered  into  under  the  Federal 
Airport  Act,  and  for  an  increase  in  the  amount  included  for  “Expenses,  Federal 
Aviation  Agency”  in  H.R.  5916,  page  39,  line  7,  to  cover  additional  pay  costs  aris- 
ing from  mandatory  salary  increases  authorized  subsequent  to  congressional  con- 
sideration of  our  1959  estimates. 

GRANTS-IN-AID  FOR  AIRPORTS  (LIQUIDATION  OF  CONTRACT  AUTHORIZATION) 

Under  the  heading  “Grants-in-aid  for  airports  (liquidation  of  contract  authori- 
zation)*” we  are  requesting  an  additional  $20  million  for  payment  of  Federal 
matching  funds  to  municipalities  as  work  progresses  on  airport  construction 
projects  in  line  with  Federal  commitments  made  under  grant  agreements 
authorized  by  the  Federal  Airport  Act.  The  need  for  this  additional  appro- 
priation results  from  an  accelerated  rate  of  actual  construction  and  a corre- 
sponding reduction  in  the  lag  between  the  date  of  entering  into  formal  grant 
agreements  and  the  actual  expenditures  of  Federal  funds  as  work  is  com- 
pleted. Our  previous  expenditure  estimate  for  1959  was  based  on  a timelag 
of  15  to  17  months  between  the  dates  of  entering  into  grant  commitments  and 
actual  expenditures.  This  lag  has  been  reduced  to  about  12  months,  which  rate 
is  expected  to  continue  based  on  recent  experience  and  projected  requirements 
determined  in  a comprehensive  review  of  construction  schedules  and  sponsor 
plans  for  requesting  matching  funds  as  construction  phases  are  completed. 

Three  significant  factors  have  contributed  to  this  accelerated  schedule : 

(1)  Increased  aviation  activity  and  the  introduction  of  new  types  of  high- 
performance  aircraft  into  the  air  carrier  and  general  aviation  fleets  have  gen- 
erated a continuously  increasing  level  of  airport  improvement  projects  by  munici- 
palities. 

(2)  Under  legislation  establishing  a fixed  level  of  authorization  over  a period 
of  years,  it  has  been  possible  to  give  advance  notice  to  sponsors  of  tentative 
project  allocations  for  the  subsequent  year.  Accordingly,  municipalities  have 
been  able  to  develop  construction  plans  on  an  orderly  basis  and  arrange  a firm 
scheduling  of  successive  construction  stages. 

(3)  With  advance  notice  of  tentative  allocations  we  have  administratively 
established  time  limits  within  which  sponsors  are  urged  to  submit  project  ap- 
plications. This  has  accelerated  the  project  approval  process  and  permitted 
earlier  starting  of  actual  construction.  Similarly,  simplification  of  adminis- 
trative procedures  has  led  to  faster  processing  and  approval  of  requested  prog- 
ress payments  to  sponsors  as  various  stages  of  construction  are  completed. 

At  the  end  of  March  the  unexpended  balance  of  current  appropriations  was 
less  than  $6  million.  The  recent  review  of  sponsor  plans  indicate  that  requests 
for  matching  funds  amounting  to  more  than  $25  million  will  be  submitted  for 
payment  June  30.  However,  our  review  indicates  that  1960  requirements  will 
stabilize  at  a continuing  rate  of  approximately  $4.5  million  a month.  Thus, 
the  appropriation  of  an  additional  $20  million  this  year  will  not  permit  a reduc- 
tion in  the  $50  million  request  in  the  1960  budget  for  expenditures  next  year. 

EXPENSES RESTORATION  OF  HOUSE  REDUCTION 

With  respect  to  the  appropriation  to  cover  pay  costs  we  are  requesting  restora- 
tion of  the  House  reduction  of  $1,713,800  in  the  “Expenses”  appropriation.  I 
am  sure  the  chairman  and  other  members  of  the  committee  are  fully  aware  of 
the  existing  deficiencies  in  the  level  of  traffic  management  and  safety  services. 
These  facts  have  been  of  such  concern  that  Congress  has  provided  in  each 
of  the  past  3 years  increased  appropriations  to  correct  these  deficiencies.  The 
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Congress  has  done  even  more  by  providing  in  the  last  session  for  the  establish- 
ment of  the  Federal  Aviation  Agency  with  broad  authority  and  a necessary 
centralization  of  Federal  responsibilities  for  air  navigation,  traffic  management, 
and  safety  services  to  facilitate  closing  the  gap  between  the  level  of  these 
services  and  the  requirements  of  air  commerce  and  national  defense.  We 
in  tin*  Agency  are  doing  our  utmost  to  bring  the  safety  services  we  perform 
into  balance  with  aviation  requirements.  This  is  indeed  a major  undertak- 
ing and  the  reduction  of  $1.7  million  in  the  request  for  $17.1  million  to  meet 
mandatory  costs  will  only  retard  and  defer  the  realization  of  adequate  pro- 
grams for  safety  in  aviation. 

In  developing  our  estimates  for  pay  cost  requirements  we  took  account  of 
all  known  savings  that  could  be  accomplished  without  derogating  the  level 
of  services.  In  this  process  wre  absorbed  or  deferred  approximately  $2  million 
of  pay  cost  requirements  not  provided  for  in  the  original  estimate  and  have 
made  further  program  adjustments  to  cover  approximately  $1  million  of  in- 
creased expenses  associated  wTith  the  establishment  of  the  Federal  Aviation 
Agency. 

To  reduce  our  balance-of-the-year  program  in  line  with  the  House  reduction 
would  require  the  following  actions : 

(a)  Defer  the  recruitment  of  some  600  new  employees  scheduled  for  May  and 
June.  This  would  reduce  obligations  by  about  $300,000  in  1959  and  would 
have  the  effect  of  a 2-month  loss  in  operating  new  facilities  as  their  installation 
is  completed. 

(ft)  Reducing  central  stock  levels  of  replacement  tubes  and  other  facilities 
maintenance  supplies  below  safe  minimum  operating  reserves.  This  action 
would  defer  until  next  year  the  purchase  of  supply  items  amounting  to  about 
$525,000,  and  require  a corresponding  deletion  of  planned  items  from  the  1960 
program.  Thus  reduction  in  stock  levels  would  increase  the  risk  of  shutting 
down  selected  essential  air  navigation  facilities  as  local  stocks  are  depleted  or 
require  uneconomic  small  purchases. 

(c)  Eliminate  about  $200,000  from  the  current  year  requirements  for  pro- 
curement of  working  equipment  for  maintenance  personnel.  This  includes  tools 
and  test  equipment  for  the  increasing  number  of  electronic  and  structural  main- 
tenance crews.  Failure  to  make  these  purchases  will  reduce  the  effectiveness  of 
maintenance  crews.  There  would  be  a resulting  increase  in  requirements  for 
procurement  of  these  kinds  of  items  next  year  at  the  expense  of  other  program 
needs. 

( d ) Defer  until  next  year  the  placing  of  contracts  amounting  to  about 
$389,000  for  communications  equipment  in  new  traffic  control  facilities.  De- 
ferral of  placing  these  orders  for  installation  of  terminal  gear  could  delay  the 
scheduled  operational  dates  for  traffic  control  centers  and  require  the  elimina- 
tion of  other  program  items  next  year. 

(e)  Eliminate  $300,000  required  to  overhaul  aircraft  used  by  safety  inspectors. 

To  assure  continuation  of  orderly  progress  in  bringing  the  level  of  traffic 

management  and  safety  services  performed  by  FAA  in  line  with  the  require- 
ments of  civil  and  military  aviation,  I urgently  request  your  favorable  con- 
sideration of  the  restoration  of  funds  for  our  operating  programs  which  con- 
tribute directly  to  safe  and  efficient  movement  of  air  traffic. 

For  our  other  three  appropriations  that  wTere  affected  by  the  House  reduction 
in  pay  cost  estimates  the  amounts  can  be  absorbed  wdthout  a serious  effect  on 
services  that  assure  safety  in  aviation.  While  needed  items  will  have  to  be 
deferred  until  next  year,  I cannot  argue  that  these  deferrals  will  have  a direct 
and  immediate  impact  on  safety  services.  Therefore,  we  are  not  requesting 
restoration  for  these  items. 

Grants-in-Aid  for  Airports 

Mr.  Pyle.  We  have  two  items,  first  the  grant  in  aids  for  airports. 
This  is  a request  for  $20  million  due  to  a considerable  acceleration  in 
our  ability  to  carry  this  program  forward.  It  is  a grant-in-aid  type  of 
program  with  which  you  are  familiar.  We  have  been  able  to  speed  up 
the  disbursement  process  and  reduce  the  timelag  between  the  com- 
mitments and  the  payments  from  about  IT  months  to  about  12  months. 
It  is  a more  efficient  operation.  As  a result,  our  payments  are  com- 
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ing  due  faster  than  we  had  anticipated.  We  feel  that  with  this  $20 
million  we  will  meet  the  Government’s  obligation  in  this  fiscal  year. 
We  have  requested  another  $50  million  in  1960,  fiscal  year  1960,  to 
meet  our  obligations  in  that  year. 

This  will  put  the  Government  on  a current  payment  basis  in  the 
Federal  aid  to  airport  program. 

Senator  Magxuson.  This  is  the  amount  you  estimated  under  the  new 
bill,  is  that  correct? 

Mr.  Pyle.  No,  sir. 

Senator  Magnuson.  This  is  just  under  the  old  bill? 

Mr.  Pyle.  This  is  under  Public  Law  211  to  meet  the  obligations 
which  have  become  due  for  payment. 

Senator  Magnuson.  The  new  bill  has  nothing  to  do  with  this? 

Mr.  Pyle.  No,  sir. 

EXPENSES  APPROPRIATION 

With  respect  to  the  restoration  of  the  House  reduction  in  the  ex- 
penses appropriation,  I do  want  to  point  out  to  the  committee  that  we 
consider  this  an  extremely  important  item.  We  need  these  funds  re- 
stored to  effectively  carry  out  the  responsibilities  assigned  to  our 
agency  by  Congress  when  it  created  the  F ederal  Aviation  Agency  by 
the  Federal  Aviation  Act  of  1958. 

We  must  improve  our  ability  to  handle  traffic,  and  increase  the 
safety  for  the  users  of  the  air  space.  In  this  effort  we  have  procured 
a great  many  new  and  adequate  facilities — radars,  and  communication 
equipment,  which  will  enable  us  to  do  the  job  more  effectively. 

In  order  to  operate  these  facilities  as  they  come  into  the  system,  we 
need  the  requisite  trained  operating  and  maintenance  personnel. 

The  problem  is  simply  this:  If  we  do  not  get  our  appealed  item 
restored,  we  will  have  to  defer  the  employment  of  some  600  new 
people. 

This  deferred  recruitment  would  account  for  about  $300,000  of  the 
reduction.  We  would  have  a 2-month  loss  in  operating  the  new 
facilities  that  the  Congress  has  made  available  to  us  and  which  in 
my  opinion  Congress  intended  we  operate  as  soon  as  they  become 
available  for  service. 

In  addition,  we  would  have  to  reduce  our  stock  levels  of  technical 
supplies  including,  radio  tubes,  which  are  essential  to  the  operation 
of  electronic  navigational  aids  and  communication  equipment.  Our 
stock  level  would  be  below  that  which  we  consider  safe.  This  ac- 
counts for  about  another  $525,000. 

We  would  also  have  to  reduce  the  working  equipment  that  our 
maintenance  personnel  use,  to  a level  below  that  which  we  consider 
safe,  accounting  for  about  $200,000. 

RENTAL  OF  LAND  LINES 

There  is  another  item  of  $389,000  which  is  deferring  the  rental  of 
land  lines  which  we  use  in  the  control  of  air  traffic.  These  land  lines 
provide  commiuiication  between  the  pilot,  the  radio  station  and  the 
man  at  the  receiving  site.  This  would  account  for  $389,000  and  it  is 
essential. 

The  last  item  is  an  item  of  $300,000  which  is  required  to  overhaul  air- 
craft which  we  use  in  the  training  of  our  flight  standards  personnel 
at  the  aeronautical  center  in  Oklahoma  City. 
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Now  T feel  that  the  Congress  has  correctly  evaluated  the  problem 
we  have  in  the  handling  of  military  and  civil  traffic  and  told  us  to 
get  along  with  the  job. 

I 'n  less  we  can  get  your  help  in  restoring  this  $1.7  million  we  are  not 
g< ) ing  to  get  oi i r j ob  done  as  effectively  as  we  think  you  expect.  There* 
fore,  we  would  appreciate  your  assistance  in  getting  this  money  re- 
stored for  the  pay  raise  costs. 

I might  say  that,  as  the  chairman  pointed  out,  we  are  absorbing  in 
those  areas  where  safety  is  not  involved  the  amount  of  about  $46,000. 
I would  also  like  to  point  out  to  the  committee  that  we  are  absorbing 
aii  additional  amount  of  $2  million  which  is  involved  in  the  reclassi- 
fication of  air  traffic  control  personnel  and  an  engineers  pay  raise 
which  has  been  approved  by  the  Civil  Service  Commission  and  will 
be  in  effect  as  of  April  19. 

So  we  have  absorbed  close  to  $2  million  of  additional  pay  increases 
already. 

Senator  Magnuson.  Would  you  place  in  the  record  a breakdown  of 
the  $20  million? 

Mr.  Pyle.  The  breakdown  ? 

COMMITMENTS 

Senator  Magnuson.  I mean  the  commitments.  Will  you  do  that? 

Mr.  Basnight.  We  can  place  in  the  record,  Mr.  Chairman,  some  of 
the  major  items  that  will  fall  due  that  we  have  knowledge  of. 

Senator  Magnuson.  Well,  you  can  place  in  the  record  a breakdown 
as  to  States  and  municipalities  and  such  that  are  going  to  get  the 
grant  ? 

Mr.  Basnight.  Yes,  sir. 

Senator  Magnuson.  That  is  what  we  want  and  the  amount  of  the 
grant.  The  projects  themselves,  where  they  are,  and  the  amount. 

Mr.  Basnight.  Mr.  Chairman,  I would  like  to  point  out  to  you 
that  these  obligations  are  payable  on  request  of  the  sponsor.  There 
are  a number  of  cities  involved,  several  hundred  cities.  We  cannot 
predetermine  exactly  which  of  these  cities  apply  for  payment.  We 
can  give  a selective  listing  of  those  we  think  will  be  payable  based  on 
our  experience  to  date. 

Senator  Magnuson.  I think  Members  of  the  Senate  would  like  to 
know  where  this  money  is  going.  Some  of  them  have  their  own  com- 
munities that  may  have  made  application.  Maybe  they  haven’t.  We 
would  like  a breakdown  on  that.  You  will  have  a breakdown  on  the 
$50  million,  won’t  you  ? 

Mr.  Pyle.  Mr.  Chairman,  the  point,  as  I understand  it,  subject 
to  correction  by  my  own  people,  is  that  we  can  give  you  a good  esti- 
mate. However,  we  will  have  to  point  out  the  specific  locations  and 
projects  may  be  changed  depending  on  the  ability  of  the  community 
to  get  their  j ob  done,  and  make  applications  for  payment. 

Senator  Magnuson.  Yes,  and  some  of  them  will  fall  down  on  the 
job.  We  would  like  to  know  where  you  intend  to  do  this.  It  is  hard 
enough  to  get  appropriations  where  you  know  where  they  are  going 
to  go  without  getting  them  where  you  think  they  are  going  to  go. 
At  least,  let  us  have  that. 

(The  material  referred  to  follows :) 
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Grants-in-aid  for  airports  ( liquidation  of  contract  authority) — Payments  due  or 
anticipated  for  major  projects,  $100,000  and  over 

Estimated 
requirements , 
Apr.  1 to 

Airport  name  or  location  June  30,  1959 

1.  Alabama  : Birmingham 900,  000 

2.  Arizona  : Phoenix 600,  000 

3.  California : 

Los  Angeles 740,  000 

Oakland 250,  000 

San  Jose 300,  000 

4.  Connecticut : Windsor  Locks 350,  000 

5.  Florida: 

Miami 400,  000 

Talahassee 100,  000 

6.  Georgia  : 

Atlanta 300,  000 

Savannah 100,  000 

7.  Illinois : 

Chicago-O'Hare 1,  500,  000 

Peoria 150,  000 

West  Chicago 250,  000 

8.  Indiana : 

Anderson 100,  000 

Evansville 100,  000 

Indianapolis 125,  000 

9.  Iowa  : Des  Moines 500,  000 

10.  Louisiana  : 

Lake  Charles 450,  000 

New  Orleans 650,  000 

11.  Maryland  : Baltimore 100,  000 

12.  Michigan : 

Detroit-W ayne 100,  000 

Detroit-Willow  Run 150,  000 

Lansing 125,  000 

13.  Minnesota : 

Minneapolis-Wold-Chamberlain 600,  000 

Rochester 250,  000 

14.  Missouri : 

• Cape  Girardeau 200,  000 

Kansas  City-Mid  Continent 350,  000 

St.  Louis 850,  000 

15.  New  Jersey  : Newark 1,  000,  000 

16.  New  York : 

La  Guardia 400,  000 

International 1,  014,  000 

Elmira 300,  000 

Utica 400,  000 

17.  North  Carolina  : Asheville 300,  000 

18.  Ohio : 

Cleveland,  Lakefront 150,  000 

Columbus 564,  000 

19.  Oklahoma  : Oklahoma  City-Tulakes 100,  000 

20.  Oregon  : Portland 500,  000 

21.  Pennsylvania : 

Altoona 200,  000 

DuBois 100,  000 

Harrisburg 100,  000 

Philadelphia 600,  000 

Pittsburgh 637,  000 

Wilkes-Barre-Scranton-Easton 150,  000 

22.  Rhode  Island:  Providence  (Hillsgrove) 400,000 

23.  Tennesee : Nashville 400,  000 

24.  Texas : 

Corpus  Christi 400,  000 

Midland 250,  000 

San  Antonio 500,  000 
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Grant  8-in-aid  for  airports  ( liquidation  of  contract  authority ) — Payments  due  or 
anticipated  for  major  projects,  $100,000  and  over — Continued 


Estimated 

requirements, 

...  . Ajpr.  1 to 

Airport  name  or  location  June  SO,  1959 

25.  Utah  : Salt  Lake  City 300,  OOO 

2G.  Virginia : 

Norfolk 175,  000 

Pulaski 100,  000 

27.  Washington  : Seattle-Takoma 300,  000 


Grand  total 19,  930,  000 


Total  number  of  States 27 


Number  of  airports  with  payments  due: 

(а)  From  $500,000  to  $1,000,000  or  over 15 

(б)  From  $100,000  to  $400,000 38 


Total  number  of  airports 53 


In  addition,  requests  for  payments  may  be  received  from  over  400  other 
sponsors. 


RESPONSIBILITIES  OF  OTHER  AGENCIES 

In  asking  for  this  amount  I think  it  should  be  noted,  and  maybe 
you  can  place  the  statement  in  the  record,  you  have  taken  over  some 
of  the  responsibilities  of  other  agencies,  had  not  the  Federal  Aviation 
Agency  been  created.  Isn’t  that  correct  ? 

Mr.  Basnight.  Yes,  sir;  that  has  happened. 

Senator  Magnuson.  Some  of  the  appropriations  for  the  Depart- 
ment of  Commerce  should  be  a little  less  then,  should  they  not? 

Mr.  Basnight.  The  appropriations  made  to  the  Department  of 
Commerce  for  the  Civil  Aeronautics  Administration  have  been  trans- 
ferred into  the  Federal  Aviation  Agency. 

Senator  Magnuson.  So  the  Department  of  Commerce  request  should 
be  less  because  of  this  transfer.  Now  what  about  the  CAB  ? 

Mr.  Basnight.  There  is  a small  amount  transferred,  something  of 
the  order  of  $100,000,  from  the  Civil  Aeronautics  Board  to  the  Federal 
Aviation  Agency.  There  is  the  amount  appropriated  last  year  to  the 
Airway  Modernization  Board  which  has  been  transferred  into  the 
F ederal  Aviation  Agency. 

Senator  Magnuson.  So  there  are  three  agencies  that  heretofore 
would  have  asked  for  these  requests  but  you  now  have  lurched  them 
into  the  Federal  Aviation  Agency. 

Mr.  Pyle.  That  is  correct.  It  is  a composite  budget,  Mr.  Chairman, 
made  up  of  those  three  parts. 

Senator  Magnuson.  We  will  place  in  the  record  a letter  from  the 
Air  Traffic  Control  Association. 

(The  letter  referred  to  follows:) 

Air  Traffic  Control  Association, 

Arlington,  Va.,  April  8, 1959. 

Hon.  Carl  Hayden, 

Chairman,  Senate  Appropriations  Committee, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Hayden  : The  Air  Traffic  Control  Association  is  a professional 
organization  of  nearly  7,000  members  who  are  dedicated  to  progress  in  the  science 
of  air  traffic  control.  We  are,  therefore,  vitally  interested  in  matters  which 
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might  have  a bearing  on  the  air  traffic  control  service,  which  contributes  so 
much  to  public  safety  and  the  national  defense. 

This  same  concern  has  been  expressed  in  Congress,  where,  in  the  public  inter- 
est, specific  actions  have  been  taken  to  insure  that  our  Nation  shall  have  the 
safest  and  best  air  traffic  control  system  in  the  world.  The  swift  passage  of  the 
Federal  Aviation  Act  during  1958  represents  considerable  foresight  on  the  part 
of  Congress.  The  magnitude  and  scope  of  purpose  of  this  act  gave  clear  indi- 
cation to  every  citizen  that  Congress  was  not  only  aware  of  our  aviation  needs, 
but  was  providing  the  medium  through  which  these  growing  needs  might  be 
satisfied. 

Recent  articles  in  the  public  press  have  indicated  that  the  House  of  Repre- 
sentatives has  taken  action  to  cut  10  percent  from  the  supplemental  appropria- 
tion request  recently  submitted  for  the  Federal  Aviation  Agency.  These  funds, 
according  to  the  press,  are  needed  to  cover  costs  of  the  general  salary  increase 
granted  last  summer.  It  is  reported  that  failure  to  receive  the  supplemental 
funds  at  this  time  might  require  immediate  curtailment  of  vital  programs. 

Among  the  programs  which  could  possibly  be  affected,  according  to  the 
Washington  Post  of  April  6,  1959,  will  be  the  reallocation  of  air  traffic  control 
specialist  positions.  This  program,  already  studied  and  delayed  for  almost  2 
years,  has  finally  received  the  approval  of  the  Civil  Service  Commission  and  is 
scheduled  to  be  implemented  by  the  FAA  on  April  19, 1959. 

Another  program  which  may  be  affected  concerns  the  recruitment  and  training 
of  urgently  needed  controller  personnel.  Most  air  traffic  control  facilities  are 
suffering  from  understaffing  and  low  experience-level  controller  personnel.  It 
should  be  pointed  out  that  it  takes  over  2 years  to  train  a controller. 

Any  cut  in  supplemental  budget  could  also  affect  established  programs  de- 
signed to  fill  vacancies  associated  with  normal  promotion  plans  in  this  rapidly 
expanding  agency.  This  could  deter  the  undertaking  of  new  and  vital  functions, 
such  as  additional  radar  services  for  civil  jet  transports. 

For  many  years  the  air  traffic  controller  has  struggled  to  make  an  inadequate 
system  of  air  traffic  control  work.  He  has  suffered  the  annual  battle  of  the 
budget,  waiting  patiently  for  new  tools  and  salaries  commensurate  with  his 
grave  responsibilities,  which  never  came.  Meanwhile,  air  traffic  continues  to  in- 
crease manyfold,  and  the  controller  is  prepared  to  meet  the  challenge. 

It  took  a series  of  tragic  midair  collisions  to  arouse  an  awareness  to  the  prob- 
lem of  air  traffic  control.  Congress  acted  swiftly  to  create  the  FAA,  charging 
it  with  responsibilities  for  solving  this  problem.  Now,  we  are  back  where  we 
started — the  battle  of  the  budget  again.  TVhile  a cut  in  the  supplemental  budget 
request  might  very  well  solve  the  problem  of  the  budget,  it  will  not  help  solve 
the  problems  for  which  the  FAA  was  created. 

We  have  every  confidence  that  your  committee  recognizes  the  critical  situation 
facing  a new  agency  which,  in  its  first  3 months  of  operation,  must  sustain  a cut 
in  operating  funds. 

The  Air  Traffic  Control  Association  strongly  urges  that  your  committee  deter- 
mine exactly  what  programs  will  be  cut  and  how  such  cuts  will  affect  air  traffic 
control,  and  thus  the  safety  of  the  flying  public  and  the  national  defense. 

Sincerely, 


Stan  Seltzeb,  Executive  Director. 


AIRPORT  GRANT-IN-AID  BACKLOG 

Senator  Ellender.  What  is  your  present  backlog  on  grant-in-aid 
to  airports? 

Mr.  Pyle.  Mr.  Chairman,  I am  going  to  ask  Mr.  Morris  to  give  us 
this  information. 

If  we  are  not  responsive  please  advise  us. 

Senator  Ellender.  If  you  don’t  have  it  available  just  put  it  in  the 
record. 

Mr.  Morris.  This  particular  item,  Senator  Ellender,  is  not  in  refer- 
ence to  the  $20  million.  The  $20  million  is  to  pay  bills  that  we  al- 
ready are  obligated  to  pay. 

Senator  Ellender.  I understand  that.  But  I am  asking  for  this 
information  on  your  present  backlog  which  cannot  be  reduced  be- 
cause you  don’t  have  the  funds. 
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Mr.  M < irrts.  M e can  give  you  that  information. 

Scnat  ;>r  K i. lender.  As  I recall,  the  matter  was  discussed  in  the 
StM i a ( (*  at  least  4 years  ago  when  we  were  trying  to  put  a $30  million 
item  into  the  bill.  At  that  time,  we  placed  some  information  in  the 
mronl  indicating  that  the  backlog  was  around  $162  or  $167  million. 
I would  like  to  know  the  extent  to  which  that  has  been  cut  down.  If 
you  ran  give  that  information  by  year  from  4 years  ago  until  now 
I will  appreciate  it. 

Mr.  Morris.  I think  we  can  give  you  that  information. 

Senator  Magnuson.  This  is  within  the  authorization  in  any  case,  is 
it  not? 

Senator  Ellender.  Yes. 

Mr.  Pyle.  You  wish  to  know  that,  with  the  $231.5  million  author- 
ized, how  much  additional  money  was  requested  beyond  that  amount. 

Senator  Ellender.  Yes,  with  reference  particularly  to  the  efforts 
made  by  various  municipalities  to  comply  with  their  end  of  the 
bargain  while  the  Federal  Government  failed  to  provide  matching 
funds. 

Mr.  Pyle.  Do  I understand  then  that  you  are  referring  to  the  re- 
quests that  have  been  made  by  the  communities  which  the  Govern- 
ment has  not  been  able  to  match  ? 

Senator  Ellender.  As  I remember  the  law,  the  communities  had 
to  show  that  the  funds  were  available  and,  notwithstanding  the  fact 
that  they  had  complied  and  indebted  themselves  on  bond  issues,  the 
Federal  Government  failed  to  provide  matching  funds.  Thus  the 
municipalities  had  complied  with  the  law  and  were  paying  interest 
on  the  bonds  issued. 

Mr.  Pyle.  But  no  airport  construction. 

Senator  Ellender.  That  is  right. 

Mr.  Pyle.  I understand. 

Senator  Ellender.  I was  informed  that  that  amount  would  be  cut 
back  gradually  and  I believe  it  would  be  pertinent  to  put  in  the  record 
the  extent  to  which  this  backlog  has  been  taken  care  of. 

Mr.  Pyle.  We  shall  furnish  that  for  the  record. 

(The  information  referred  to  follows:) 


Backlog  of  unfilled  requests  from  sponsors 


Federal  funds 
requested  1 

Federal  funds 
granted  1 

Ungranted 
requests  1 

Fiscal  year  1956  

$100, 112, 000 
127,  847,  970 
154, 366,  810 
200, 189,  674 

$39, 160,  297 

55,  653,  973 

56,  865, 152 
63,  377, 188 

$60, 951, 712 
72, 193, 997 
97,  501. 658 
136,  812, 486 

Fiscal  year  1957 

Fiscal  vear  1958  

Fiscal  year  1959  

1 As  of  July  l,  the  beginning  of  each  fiscal  year. 


TRAFFIC  CONTROL  AND  MAINTENANCE  EMPLOYEES 

Senator  Magnuson.  What  are  the  690  new  employees  that  will  be 
clef  erred  ? What  will  they  do  ? 

Mr.  Pyle.  They  will  be  in  the  traffic-control  and  maintenance  areas. 
Senator  Magnuson.  They  would  be  in  the  field  maintenance? 

Mr.  Pyle.  Yes ; in  the  operation  of  traffic-control  centers,  towers, 
approach  control  facilities,  and  the  maintenance  counterparts  of  each. 
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Senator  Magnuson.  Are  these  employees  who  have  already  been 
trained  ? 

Mr.  Pyle.  No,  sir. 

Senator  Magnuson.  These  are  these  to  start  training  ? some  of  them  ? 

Mr.  Pyle.  Yes. 

Senator  Magnuson.  Some  of  them  are  raw,  as  I understand  it. 

Mr.  Pyle.  They  start  at  the  bottom  and  go  through  a training 
schedule  so  that  we  can  take  them  off  the  top  and  put  them  in  the  new 
facilities. 

Senator  Magnuson.  Are  we  to  understand  that  you  are  talking 
now  about  the  base  in  the  field,  generally  speaking? 

Mr.  Pyle.  That  is  correct. 

Senator  Magnuson.  Then  of  course  the  maintenance  supplies,  why 
would  you  have  to  defer  them  for  a whole  year  ? 

Mr.  Pyle.  It  would  be  deferred  only  for  the  balance  of  the  fiscal 
year.  We  are  talking  about  the  fiscal  year  1959. 

Senator  Magnuson.  That  is  J une. 

Mr.  Basnight.  The  money  is  not  provided  in  the  1960  estimate  so 
you  would  have  to  end  up  deferring  a like  item  through  the  year 
1960. 

Senator  Magnuson.  Would  it  be  correct  to  state  that  it  was  hard  for 
you  to  estimate  the  amount  when  you  started  out  last  year  ? 

Mr.  Basnight.  No,  sir;  it  is  a pretty  scientific  process  we  go 
through.  We  know  the  rate  for  utilizing  supplies  for  such  things 
as  radio  tubes.  We  know  the  life  expectancy  of  the  tubes,  the  kind 
of  facilities  that  have  that  kind  of  tubes  and  how  frequently  we  need 
to  replace  them. 

So  that  even  though  we  deal  with  larger  numbers  of  things  we  can 
compute  our  needs  quite  accurately. 

INSTALLATION  OF  TERMINAL  GEAR 

Senator  Magnuson.  On  the  other  items  you  say : 

Deferral  of  placing  these  orders  for  installation  of  terminal  gear  could  delay 
the  scheduled  operational  dates  for  traffic-control  centers  and  require  the  elim- 
ination of  other  program  items  next  year — 

what  do  you  mean  by  traffic-control  centers  ? Is  that  all  the  towers  ? 

Mr.  Pyle.  No;  there  are  26  traffic-control  centers  in  the  United 
States. 

Senator  Magnuson.  They  are  regional  ? 

Mr.  Pyle.  Yes.  They  are  the  nerve  center  of  the  en-route  operation. 
For  instance,  when  we  take  off  going  to  Seattle,  the  control  respon- 
sibility is  handed  from  the  Washington  center  to  Pittsburgh  to 
Indianapolis,  Chicago,  and  so  on.  This  is  the  nerve  system  of  the 
whole  air-traffic-control  operation. 

REGIONAL  CENTERS 

Senator  Magnuson.  How  are  you  coming  along  with  your  regional 
centers  ? Have  you  established  them  yet  ? 

Mr.  Pyle.  The  continental  regions  ? 

Senator  Magnuson.  Yes. 

Mr.  Pyle.  We  are  making  a complete  study  of  our  whole  regional 
setup  to  be  sure  we  are  being  responsive  to  the  requirements  of  the 
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users  throughout  the  country  and  at  the  same  time  have  the  most 
efficient  organization  to  handle  it. 

W e are  just  starting  the  study  that  Mr.  Quesada  recently  authorized. 

Senator  Magnuson.  Does  the  same  cooperation  between  the  agen- 
cies that  you  testified  to  a few  weeks  ago  still  exist? 

Mr.  Pyi  jE.  Yes,  sir. 

Senator  Magnuson.  In  other  words,  you  have  your  people  in  there 
and  vice  versa? 

Mr.  Pyle.  That  is  right. 

Senator  Magnuson.  Any  questions  of  members  of  the  committee? 

Senator  Allott.  Mr.  Chairman,  I have  a couple  of  questions. 

As  I understand  it,  last  year  on  this  grants-in-aid  you  received  the 
total  amount  you  asked  for. 

Mr.  Basnight.  That  is  correct. 

Senator  Allott.  And  then  this  $20  million  that  you  are  asking  for 
now,  was  that  presented  to  the  House? 

Mr.  Basnight.  No,  sir ; it  was  not. 

Senator  Allott.  Then  when  did  you  find  out  you  were  going  to 
need  this  $20  million  ? 

Mr.  Basnight.  When  our  regular  budget  estimate  was  submitted 
there  was  a lag  of  some  17  months,  on  an  average  between  the  time 
a grant  is  extended  and  the  time  the  bill  is  payable. 

In  the  past  several  months,  as  Mr.  Pyle  has  pointed  out,  this  lag  of 
17  months  has  been  reduced  to  about  12  months  by  a combination  of 
factors,  more  alert  administration  of  the  program,  a greater  munic- 
ipality interest  in  airports,  and  the  industries  build  up  in  terms  of 
aeronautical  activity. 

These  several  things  have  caused  this  lag  to  be  reduced. 

Senator  Allott.  I can  understand  that  but  this  has  not  all  occurred 
in  the  last  month  or  60  days  since  you  appeared  before  the  House  on 
this,  has  it  ? 

Mr.  Basnight.  No,  sir.  It  has  occurred  over  the  past  several 
months.  It  has  taken  some  time  to  firm  up  the  figures  and  then  proc- 
ess the  estimates  through  the  Bureau  of  the  Budget  and  to  the  Con- 
gress. 

Senator  Allott.  It  was  not  presented  to  the  House  then  because 
you  did  not  have  the  figures  prepared  to  do  it  at  that  time? 

Mr.  Basnight.  That  is  correct. 

RECRUITMENT  PROGRAM 

Senator  Allott.  Now  under  the  recruitment  program  how  many 
of  these  people  did  you  have  at  the  end  of  March  ? 

Mr.  Basnight.  We  had  an  employment  at  the  end  of  March,  27,901. 

Senator  Allott.  Of  these  new  employees. 

Mr.  Basnight.  We  didn’t  have  any  of  these  600  we  refer  to. 

Mr.  Pyle.  These  will  be  brought  into  the  system  as  of  May  1. 

Senator  Allott.  After  you  get  the  money  ? 

Mr.  Pyle.  That  is  right,  sir. 

Senator  Magnuson.  I want  to  point  out  that  during  the  hearings 
on  our  aviation  bill  one  of  the  real  things  we  were  getting  at  was  the 
problem  of  training  and  getting  these  new  employees  as  the  base  for 
these  control  tower  operations  and  the  whole  maintenance  of  the 
problems  we  had,  as  I understand  it,  was  to  get  them  and  to  get  them 
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going  and  to  have  them  because  when  you  were  down  to  CAA  it  was 
pretty  hard  to  get  competent  people. 

I think  this  is  one  of  the  most  important  items  in  the  whole  thing. 
To  me  this  is  much  more  important  than  the  equipment  business. 

Mr.  Pyle.  The  point  I would  like  to  make,  Mr.  Chairman,  is  that 
this  list,  of  items  represents  our  best  judgment  as  to  how  we  would 
apply  this  cut  of  SI. 7 million  to  our  planned  program. 

Otherwise,  we  will  have  to  take  it  all  out  of  personnel.  Taking  600 
out  of  personnel  means  we  are  suffering  a 2-month  lag  in  bringing 
new  facilities  into  the  system. 

HOUSING  PROBLEM 

Senator  Magxusox.  How  are  you  getting  along  with  your  housing 
problem  ? Do  they  have  you  straightened  out  a little  bit  ? 

Mr.  Pyle.  We  are  now  in  the  emergency  hospital  on  Xew  York 
Avenue  and  we  are  gradually  putting  the  rest  of  our  people  down  in 
temporary  buildings  on  Constitution  Avenue  and  17th  Street. 

Senator  Allott.  How  many  do  you  have  in  your  whole  recruitment 
program  as  of  March  31  ? 

TOTAL  AGENCY  PERSONNEL 

Mr.  Payxe.  Total  agency  personnel,  Senator  ? 

Senator  Allott.  Yes. 

Mr.  Basxight.  As  of  March  31,  under  the  appropriation  expenses, 
which  is  our  main  operating  activity,  the  employment  count  is  27,901. 
TV  e estimate  by  June  30  that  count  will  rise  to  approximately  30,000. 

Senator  Allott.  Is  there  any  possibility  that  you  would  have  any 
left  out  of  that  appropriation  to  take  care  of  this  600  that  you  are 
going  to  ? 

Mr.  Basxight.  Xo,  sir. 

Mr.  Pyle.  TCe  have  absorbed  about  82  million  of  the  increased  pay 

costs  expenses.  Since  our  annual  budget  was  submitted  we  found  that 

we  had  a delay  in  the  commissioning  schedule  for  new  facilities.  VYe 
• **  < -■  # • • • 

had  a lag  in  these  schedules  and  have  improved  our  administration 
which  enabled  us  to  absorb  82  million. 

We  just  cannot  absorb  any  more.  I think  that  is  the  answer  to  the 
point  you  make. 

Senator  Magxusox.  Any  further  questions  of  Mr.  Pyle? 

If  there  are  no  further  questions  of  Mr.  Pyle  he  may  be  excused. 
Mr.  Pyle.  Mr.  Basnight  reminds  me  of  a further  point.  MY  haye 
had  a little  problem  in  getting  these  funds  to  rehabilitate  the  Xew 
York  Avenue  Emergency  Hospital  building. 

TTe  need  about  another  8150,000  to  get  this  done. 

Senator  Magxusox.  You  had  better  come  in  and  talk  about  that 
when  you  get  your  regular  appropriation. 

Mr.  Pyle.  Yes,  sir. 

Senator  Magxusox.  TTe  will  have  enough  trouble  with  this  as  it  is. 
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GENERAL  SERVICES  ADMINISTRATION 


STATEMENTS  OF  FRANKLIN  FLOETE,  ADMINISTRATOR,  AND  MAX 

MEDLEY,  COMPTROLLER 


Restoration  Request 

Senator  Magnuson.  We  have  one  more  agency  left,  General  Serv- 
ices Administration. 

Mr.  Floete,  we  have  kept  yon  waiting  a long  time. 

There  are  10  items  in  this  bill  for  the  administration  and  you  have 
two  new  requests  which  were  not  considered  by  the  House.  Reduc- 
tions were  made  by  the  House  in  all  10  items  but  I understand  that 
you  are  going  to  absorb  8 of  them. 

Mr.  F loete.  That  is  correct,  sir. 

Senator  Magnuson.  You  request  restoration  of  $5  million  for  the 
general  supply  fund  and  $63,900  for  the  operating  expenses,  National 
Archives  and  Record  Service. 

Now,  that  is  the  two  items  you  request  restoration  of.  The  other 
items  are  $890,000  for  wage  board  increase  in  Public  Building  Service 
and  $1,400,000  for  refunds  under  the  Renegotiation  Act.  We  will 
place  your  letter  with  the  amendments  in  the  record  in  full  and  will  be 
glad  to  hear  from  you  on  the  two  Items,  first  the  $5  million  for  the 
general  supply  fund. 

(The  letter  and  amendments  referred  to  follow:) 

General  Services  Administration, 

Washington,  D.C.,  April  2, 1959.. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 


Dear  Mr.  Chairman  : The  second  supplemental  appropriation  bill  for  1959, 
H.R.  5916,  as  passed  by  the  House  includes  10  specific  items  for  the  General 
Services  Administration,  all  of  which  were  reduced  below  the  amounts  proposed 
by  the  President. 

We  will  be  able  to  adjust  our  programs  between  now  and  June  30,  1959,  to  ab- 
sorb the  reductions  in  most  of  these  items.  However,  we  would  like  to  appear 
before  the  Senate  Committee  on  Appropriations  to  present  and  explain  restora- 
tion of  House  cuts  in  two  items. 

It  is  my  understanding  that  the  President  proposes  to  transmit  in  the  near 
future  additional  supplemental  items  for  GSA  directly  to  the  Senate.  These 
could  be  discussed  with  the  committee  at  the  same  time. 

Sincerely  yours, 


Edward  K.  Mills,  Jr.,  Acting  Administrator. 


GENERAL  SERVICES  ADMINISTRATION 


Supplemental  Estimates  of  Appropriations,  1959 

AMENDMENTS  TO  H.R.  5916  PROPOSED  BY  GSA 

The  General  Services  Administration  requests  the  Senate  Committee  on  Ap- 
propriations to  favorably  consider  four  amendments  to  H.R.  5916,  a bill  making 
supplemental  appropriations  for  the  fiscal  year  ending  June  30,  1959,  as  passed 
by  the  House. 

The  bill  now  includes  10  specific  items  for  GSA  most  of  them  for  additional 
funds  to  liquidate  previously  authorized  deficiencies  due  to  increased  salary  or 
wage  rates,  authorized  by  law.  The  House  reduced  each  of  these  10  items  below 
the  amounts  transmitted  to  the  Congress  by  the  President. 

For  8 of  the  10  items  which  were  reduced  by  the  House  we  have  been  able  to 
devise  various  means  of  absorbing  the  reductions  without  reduction  in  force 
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or  placing  employees  in  a leave-withont-pay  status.  For  others  we  request  that 
the  Senate  make  the  restorations  proposed  in  the  following  amendments. 

GSA  amendment  No.  1 for  operating  expenses,  PBS  reflects  complete  absolu- 
tion of  the  House  cut  of  $354,440  but  proposes  an  increase  of  $890,000  over  the 
House  bill  to  provide  for  increases  in  wage  board  rates  approved  since  the 
original  supplemental  estimate  was  prepared  and  through  March  22,  1959. 

GSA  amendment  No.  2 for  additional  capitalization  of  the  general  supply 
fund  proposes  restoration  of  the  $5  million  cut  by  the  House. 

GSA  amendment  No.  3 for  operating  expenses,  NARS  proposes  complete 
restoration  of  the  House  cut  of  $63,900  for  payment  of  salary  and  wage  increases. 
This  restoration  is  important  as  further  increases  in  wage  board  rates  between 
January  10  and  June  30,  1959  are  estimated  to  cost  an  additional  $18,000. 

GSA  amendment  No.  4 proposes  the  insertion  in  the  bill  by  the  Senate  of  a 
new  item  of  $1,400,000  for  refunds  under  Renegotiation  Act,  the  need  for  which 
arose  subsequent  to  the  House  hearings  on  the  bill. 

Explanation  and  justification  of  each  proposed  amendment  is  set  forth  in 
the  material  which  follows. 

GSA  Amendment  No.  1 — Operating  Expenses,  Public  Buildings  Service 

PROPOSED  AMENDMENT 

On  page  40,  line  14  of  the  bill  as  passed  by  the  House,  strike  out  “$3,189,960” 
and  insert  in  lieu  thereof  “$4,079,960”. 

Budgetary  data 


Supplemental  estimates  transmitted  in  H.  Doc.  90 $3,  544,  400 

Bill  as  passed  by  the  House 3, 189,  960 


Reduction  made  in  House  bill —354,  440 

Restoration  proposed  in  this  amendment - 0 

Additional  amount  in  S.  Doc.  20 890,  000 

Bill  as  changed  by  this  amendment 4,  079,  960 


legislative  history 

Bill  as  passed  by  the  House  : GSA  justifications,  pages  3-5,  7-11 ; House  hear- 
ings, none  held  on  this  item  ; House  Report  No.  238 ; not  mentioned. 

Additional  amount : Senate  Document  No.  20,  page  6,  “This  proposed  increase 
is  to  meet  the  costs  of  wage  board  pay  increases  granted  January  11  through 
March  22, 1959,  and  is  in  addition  to  the  $3,544,400  contained  in  House  Document 
90  transmitted  to  the  Congress  on  March  2,  1959.” 

JUSTIFICATION  OF  THE  AMENDMENT 

This  amendment  provides  for  increased  costs  due  to  additional  wage  rate  in- 
creases made  effective  January  11  through  March  22,  1959,  subsequent  to  those 
provided  for  in  the  House  bill. 

The  original  estimate  of  $3,544,400  transmitted  to  Congress  by  the  President 
in  House  Document  No.  90  was  the  basis  for  the  House  bill.  It  provided  for 
increased  costs  incident  to  pay  act  costs  for  classified  employment  for  the  full 
j fiscal  year  1959,  and  an  amount  for  wage  board  rate  increases  covering  those 
effected  in  certain  localities  through  January  10,  1959. 

The  House  reduced  the  request  by  $354,440.  Adjustments  have  been  made  in 
the  operating  program  to  offset  this  reduction  so  no  appeal  is  made  for  restora- 
tion of  this  amount. 

Since  the  original  estimate  was  prepared  by  GSA  (Jan.  6,  1959),  there  have 
been  further  increases  in  wage  rates  in  other  localities  January  11  through  March 
| 22.  1959,  as  set  forth  in  exhibit  A beginning  on  page  3.  Additional  costs  due  to 
j increases  during  this  period  are  provided  for  in  the  additional  supplemental 
| request  of  $890,000  transmitted  by  the  President  to  the  Senate  in  Senate  Docu- 
ment No.  20. 

It  is  urged  that  the  Senate  add  the  full  amount  of  $890,000  to  the  House  bill  so 
that  the  full  cost  of  wage  increases  effected  through  March  22,  1959,  can 
j be  financed. 

No  provision  has  been  made  in  estimates  for  the  1959  cost  for  wage  board 
| rate  increases  in  additional  localities  to  be  effected  between  March  23  and  June 
jj  30,  1959,  estimated  to  cost  between  $100,000  and  $125,000. 

II  I / 

|‘ 

, j 

i 

j 
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Exhibit  A 

Operating  Expenses,  PBS 

Cost  in  1959  of  1959  increases  effected  Jan.  11  through  Mar.  22,  1959 


Locality 


re  c, ION  2 

Rochester,  N.Y 

Pittsburgh,  Pa 

Syracuse,  N.Y 

Lebanon-Shamokin,  Pa 

Rcranton-Wilkes-Barre,  Pa 

Williamsport,  Pa 

Binghamton,  N.Y 

Watertown,  N.Y 

New  York,  N.Y.-Newark,  N.J. 


Subtotal. 


REGION  3 


Marietta,  Ohio  (Parkersburg,  W.  Va.). 

Huntington,  W.  Va 

Washington,  D.C 

Richmond-Petersburg,  Va 


Subtotal. 


REGION  4 


Wilmington,  N.C 

Memphis,  Tenn._ 

Vicksburg-Jackson,  Miss. 
Miami,  Fla 


Subtotal. 


REOION  5 

Marion,  Ohio 

Ravenna-Warren,  Ohio 

Toledo,  Ohio 

Columbus,  Ohio 

Cincinnati,  Ohio 

Dayton-Springfield,  Ohio.. 

Rock  Island,  Til — 

Detiroit,  Michigan 

Lexington,  Ky.. ... 

Western  Mich 

Louisville,  Ky 


Subtotal. 


REGION  6 

Minneapolis-St.  Paul,  Minn. 

REGION  7 

New  Orleans,  La 

REGION  8 


Denver,  Colo. 


REGION  9 

Hawaii 

Los  Angeles,  Calif 

Sacramento,  Calif. 

Stockton,  Calif 


Subtotal 

Total,  Jan.  11  through  Mar.  22,  1959. 


OE-PBS  portion,  87.1  percent 

Payments  to  retirement  fund,  at  6.5 
percent 


Total. 


Effective  date 
of  new  GSA 
schedule 


Jan.  11, 1959 

do 

do 

Feb.  8, 1959 

do... 

do 

Mar.  8,1959 
do 


Mar.  22, 1959 


Jan.  11,1959 

do 

do 

Feb.  22,1959 


Jan.  25, 1959 
Feb.  22.1959 
Mar.  8,1959 
Mar.  22, 1959 


Jan.  11,1959 

do 

do 

do 

do 

Jan.  25,1959 

do 

do 

Mar.  8,1959 

do 

Mar.  22, 1959 


Mar.  8,1959 

Mar.  22, 1959 
Jan.  25, 1959 


Feb.  8, 1959 
Mar.  22, 1959 

do 

do 


Effec- 

tive 

hours 


960 

960 

960 

800 

800 

800 

640 

640 

560 


960 

960 

960 

720 


880 

720 

640 

560 


960 

960 

960 

960 

960 

880 

880 

880 

640 

640 

560 


640 


560 


880 


800 

560 

560 

560 


Average 

hourly 

increase 


$0. 1158 
.1627 
.1400 
.1407 
.1067 
.1060 
.1573 
.0827 
.1347 


.1480 
.1427 
. 1440 
.1547 


.2187 

.1273 

.1100 

.1527 


. 0933 
.1873 
.1553 
.1873 
.1480 
.1920 
.1507 
.1887 
.1633 
.1420 
. 1867 


1260 


.1220 


1333 


.1453 

.0953 

.1673 

.1300 


1429 


Number  of 
employees 
affected 


15 

51 

27 

3 

26 

1 

29 

4 

920 


1, 076 


17 
25 
4,  748 
34 


4,  824 


12 

6 

31 

24 


73 


10 

35 

15 

107 

155 

21 

39 

177 

12 

58 

100 


729 


143 


106 


411 


29 

252 

67 

3 


351 


7,713 


Cost  in 
1959 


$1,  660 
7,  966 
3, 629 
338 
2,  219 
85 
2, 919 
212 
69,  396 


88,  424 


2,415 
3,  425 
656,  364 
3,  787 


665,  991 


2,310 
550 
2,182 
2,  052 


7,  094 


896 
6,  293 

2,  236 
19,  240 
22.  022 

3,  548 
5. 172 

29,  393 
1,254 
5,  271 
10,  455 


105.  780 


11,532 


7, 242 


48,210 


3,  371 
13,  449 
6,277 
218 


23,  315 


957.  588 


834, 059 

54, 214 

888, 273 
i 890,  000 


> Rounded. 
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GSA  Amendment  No.  2 — General  Supply  Fund 


PROPOSED  AMENDMENT 

On  page  19,  line  11  of  the  bill  as  passed  by  the  House,  strike  out  “$10,000,000” 
and  insert  in  lieu  thereof  “$15,000,000.” 

Budgetary  data 


Supplemental  estimate  transmitted  by  President $15,  000,  000 

Bill  as  passed  by  the  House 10,  000,  000 


Reduction  made  in  House  bill —5,  000,  000 

Restoration  proposed  in  this  amendment 5,  000,  000 

Bill  as  changed  by  this  amendment 15,  000,  000 


LEGISLATIVE  HISTORY 

GSA  justifications  (dated  February  16,  1959),  pages  11-22;  House  hearings, 
pages  238-240;  House  Report  No.  238,  page  9,  “The  committee  has  approved 
$10,000,000  additional  capitalization  for  the  General  Supply  Fund,  a reduction 
of  $5,000,000  in  the  request.  Some  increase  in  capital  appears  to  be  necessary 
as  the  sales  volume  continues  to  rise,  and  the  Bureau  of  the  Budget  is  urged 
to  continue  its  efforts  to  assist  the  General  Services  Administration  in  having 
agencies  pay  their  bills  on  time  so  that  such  capital  requirements  will  be  kept 
at  a minimum.” 

JUSTIFICATION  OF  THE  AMENDMENT 

Request  for  $15  million  additional  capital  was  justified  on  the  basis  of 
expanded  supply  distribution  sales  program  and  necessity  for  limiting  advances 
from  customer  agencies  to  the  maximum  practical  level  which  was  estimated 
at  $9.1  million.  As  of  February  28,  1959,  such  advances,  subject  to  agencies’ 
conditions  requiring  “return  on  demand,”  stood  at  $24.2  million  in  excess  of 
the  $9.1  million.  Action  by  the  House  in  approving  $10  million  for  the  GSF 
recognized  the  need  for  some  additional  capital  to  support  the  growing  sales 
volume.  Reduction  of  $5  million  was  predicated  on  anticipated  acceleration  in 
payment  of  bills  by  customer  agencies.  Although  decided  improvements  have 
been  made  in  this  area,  they  will  not  produce  enough  cash  to  permit  repayment 
of  advances  from  customer  agencies  prior  to  June  30,  1959,  without  putting 
financial  strain  on  the  general  supply  fund. 

Restoration  of  the  $5  million  is  therefore  considered  urgent. 

GSA  Amendment  No.  3. — Operating  Expenses,  National  Archives  and  Records 

Service 

PROPOSED  AMENDMENT 

On  page  40,  line  22  of  the  bill  as  passed  by  the  House,  strike  out  “$575,100” 
and  insert  in  lieu  thereof  “$639,000”. 

Budgetary  data 


Supplemental  estimate  transmitted  in  H.  Doc.  90 $639,  000 

Bill  as  passed  by  House 575, 100 


Reduction  made  in  House  bill —63,  900 

Restoration  proposed  in  this  amendment 63,  900 

Bill  as  changed  by  this  amendment 639,  000 


LEGISLATIVE  HISTORY 

GSA  Justifications  (dated  March  5,  1959),  pages  3,  4,  6,  12;  House  hearings, 
none  held  on  this  item  ; House  Report  No.  238,  not  mentioned. 

JUSTIFICATION  OF  THE  AMENDMENT 

This  amendment  proposes  the  restoration  of  the  reduction  made  by  the  House 
in  the  financing  of  increased  costs  due  to  increases  in  salary  and  wage  rates 
currently  being  paid  pursuant  to  law. 
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The  original  supplemental  estimate  of  $639,000  considered  by  the  House  in- 
cluded (a  i $612,300  for  increased  costs  for  classified  employees  during  1959 
due  to  increased  salary  rates  authorized  by  the  Pay  Act  of  1958,  and  (6)  $26,700 
for  increased  costs  during  1959  for  wage  board  employees  due  to  increased  wage 
rates  in  certain  localities  effected  between  May  5,  1958,  and  January  10,  1959. 

Activities  financed  by  the  regular  1959  appropriation  “Operating  expenses, 
\ ARS'-  have  been  programed  for  the  year  on  a deficiency  basis  in  anticipation 
of  a supplemental  appropriation  as  requested  in  the  original  supplemental  esti- 
mate. 

The  regular  “Operating  expenses,  NARS”  appropriation  is  used  mainly  for 
salaries  and  for  expenses  of  space  occupied  by  records  centers,  which  are  not 
susceptible  to  cutback  on  short  notice. 

The  reduction  comes  so  late  in  the  fiscal  year  that  there  is  not  sufficient  time 
t(»  meet  it  by  orderly  replanning  of  the  operating  program.  The  House  cut 
is  the  equivalent  of  the  payroll  for  some  335  employees  for  one  pay  period. 

Since  the  estimate  was  prepared,  wage  board  rate  increases  in  additional 
localities  have  been  put  into  effect  which  will  increase  costs  by  $15,500,  and  it  is 
estimated  that  increases  during  April,  May,  and  June  will  cost  an  additional 
$2,500. 

GSA  plans  to  absorb  the  estimated  additional  $18,000  for  wage  board  in- 
creases subsequent  to  January  10,  1959,  if  restoration  is  made  of  the  $63,900  as 
requested. 

GSA  Amendment  No.  4 — Refunds  Under  Renegotiation  Act 

PROPOSED  AMENDMENT 

On  page  19,  after  line  16,  of  the  bill  as  passed  by  the  House  insert : 

“refunds  under  renegotiation  act 

“ For  refunds  under  section  201(f)  of  the  Renegotiation  Act  of  1951  (50  U.S.C. 
.1  pp.  1231  (f)),  $1,^00,000,  to  remain  available  until  expended .” 

Budgetary  data 

Supplemental  estimate  transmitted  by  the  President  (transmitted 

directly  to  Senate,  S.  Doc.  No.  — ) $1,400,00 

LEGISLATIVE  HISTORY 

GSA  justifications  (see  below)  ; House  hearings,  item  transmitted  after  House 
hearings  were  completed ; House  report,  item  transmitted  after  House  bill  was 
reported ; Senate  Document  No.  — , page  7,  “This  proposed  supplemental  appro- 
priation is  to  make  available  funds  for  the  payment  of  rebates  and  refunds 
pending  in  the  Tax  Court  of  the  United  States,  the  Internal  Revenue  Service, 
and  the  General  Service  Administration.” 

JUSTIFICATION  OF  THE  AMENDMENT 

This  supplemental  estimate  is  requested  to  finance  refund  and  rebate  pay- 
ments due  World  War  II  contractors  upon  approval  of  claims  presented  under 
the  Revenue  Act  of  1943  and  the  Renegotiation  Act  of  1951,  as  amended.  The 
expense  of  processing  the  claims  by  GSA  is  financed  from  other  funds. 

As  of  February  28,  1959,  4,007  claims  for  rebates  had  been  received  of  which 
164  were  denied  or  withdrawn,  3,778  settled,  and  65  are  pending.  In  addition, 
111  appeals  to  the  U.S.  Tax  Court  had  been  decided  against  the  United  States 
and  paid ; others  are  pending.  As  of  February  28,  1959,  payments  on  claims 
totaled  $49,247,783,  of  which  $41,414,836  were  for  rebates  and  $7,832,947  for 
refunds. 

Although  the  exact  amount  and  timing  of  payments  remaining  to  be  made  is 
unpredictable,  it  is  estimated  that  they  will  total  $2,724,735,  of  which  only 
$732,903  was  available  February  28,  1959. 

On  March  19,  1959  we  were  notified  that  three  claims  for  refunds  had  been 
settled  by  the  U.S.  Tax  Court  for  $733,000  and  that  two  refund  claims  had 
been  settled  by  negotiation  for  $100,000.  These  settlements  alone  are  in  excess 
of  funds  currently  available  for  payments. 
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It  is  important  that  additional  financing  be  provided  as  soon  as  possible  as 
interest  on  refunds  will  continue  to  accrue  at  4 percent  until  paid. 

Owing  to  strict  budgetary  policies  and  unpredictable  timing  and  amount 
of  payments,  this  supplemental  request  has  been  held  to  an  amount  estimated 
to  be  required  for  payments  prior  to  June  30,  1960.  The  estimate  is  developed 
from  the  status  of  claims  February  29,  1959,  at  average  rates  of  payments  to 
date  as  follows : 


Claims  for  robstos  # 

26  claims  pending  in  GSA ; gross  $2,137,215,  net  at  22.2  percent—  $474,  462 
39  claims  pending  in  IRS  ; gross  $3,137,398,  net  at  22.2  percent—  696,  502 

28  claims  pending  in  IRS  on  which  interim  payments  of  $8,015,415 

were  made ; reserve  for  final  payments  at  5 percent 400,  771 


Estimate  of  remaining  rebate  payments 1,  571,  735 


Claims  for  refunds : 

3 claims  recently  certified  by  U.S.  Tax  Court 733,  000 

2 claims  recently  settled  by  negotiation 100,  000 

8 claims  pending  in  U.S.  Tax  Court,  estimated  at  $40,000  each — 320,  000 


Estimate  of  remaining  refund  payments 1. 153.  000 


Estimate  of  all  remaining  payments 2,  724,  735 

Unobligated  balance  available  Feb.  28,  1959 — 732, 903 


Financing  required  for  remaining  payments 1,  991,  832 

Estimated  for  payments  after  June  30,  1960 —591,  832 


Estimated  appropriation  required  at  this  time 1,  400,  000 


Gexebal  Supply  Fund  Capital 

Mr.  Floete.  As  yon  know,  Mr.  Chairman  and  gentlemen  of  the 
committee,  through  the  general  supply  fund,  we  operate  our  supply 
business  to  all  Federal  agencies,  civilian  and  military.  We  also, 
through  that  fund,  operate  our  motor  pool  system.  The  motor  pool 
system  was  inaugurated  subsequent  to  the  passage  of  a law  by  Con- 
gress some  3 or  4 years  ago.  W e have  now  about  34  motor  pools 
which  are  operating  very  satisfactorily  and  at  a very  much  reduced 
cost  to  the  Government.  We  have  about  10,000  cars  in  the  pools  now. 
We  hope  ultimately  to  have  some  65  or  70  of  these  pools  operating  in 
the  larger  centers  of  Federal  employment. 

The  business  of  our  Federal  supply  system  has  grown  very  rapidly 
in  the  last  few  years.  In  1955  through  our  supply  depot  system  we 
supplied  about  $175  million  of  common  use  items  to  the  Federal 
agencies.  A year  ago  when  we  submitted  our  1959  appropriation  bill 
we  estimated  that  the  sales  would  be  $300  million.  The  sales  have  in- 
creased very  rapidly. 

But  now  we  estimate  for  this  fiscal  year  that  the  sales  will  be  $325 
million.  Wre  need  this  $5  million  for  additional  capital  above  the 
$10  million  which  the  House  allowed,  because  of  this  growth  in  sales. 
We  have  been  beggars  in  a sense  by  being  forced  to  go  to  the  military 
agencies  and  ask  for  advances  against  their  purchases  due  to  leav- 
ing inadequate  capital  in  the  fund.  At  the  present  time  the  three 
departments  have  advanced  about  $20  million,  but  it  is  under  the 
agreement  that  they  can  get  it  back  whenever  they  want  it. 

We  will  have  to  return  at  least  $15  million  of  that  by  July  1.  That 
puts  us  in  a position  of  being  short  $15  million  to  properly  operate 
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under  the  fund.  This  of  course  is  not  an  expenditure  item.  It  is 
simply  working  capital  and  something  that  we  need  very  much  to 
take  care  of  the  growing  business. 

1 think  that  this  central  supply  business  is  a very  desirable  thing. 
It  permits  large  centralized  buying  whereby  we  can  get  good  prices. 
I am  sure  we  save  the  Government  as  a whole  at  least  20  percent. 

SALES  TO  DEPARTMENT  OF  DEFENSE 

Senator  Ellender.  What  percentage  of  the  requirements  for  the 
Army,  Air  Force,  and  Navy,  do  you  supply  ? 

Mr.  Floete.  Of  the  $300  million  sales,  about  50  percent  or  a little 
more  is  to  the  military  departments,  but  that  is  constantly  increas- 
ing because  they  are  using  our  service  more  all  the  time  and  thereby 
doing  away  with  a duplicating  source  of  supply. 

Senator  Ellender.  Do  they  purchase  as  much  as  half  of  the  goods 
they  need  through  your  agency  ? 

Mr.  Floete.  I don’t  think,  Senator,  we  would  have  any  way  of 
really  knowing  that.  They  buy  about  half  of  what  we  sell.  I suppose 
it  is  less  than  that. 

Senator  Magnuson.  Common  use  items  ? 

Mr.  Floete.  Yes,  sir,  and  we  confine  ourselves  to  common  use  items. 
We  have  in  our  system  about  8,000  or  8,500  items.  Of  course,  in  the 
whole  Government  supply  system  there  are  hundreds  of  thousands  of 
items. 

RESTORATION  OF  REDUCTION  FOR  SALARY  AND  WAGE  INCREASES 

Senator  Ellender.  Mr.  Floete,  of  the  sum  sought  to  be  restored, 
how  much  is  due  to  increase  in  wages? 

Mr.  F loete.  The  $5  million  has  nothing  to  do  with  the  increase. 

Senator  Ellender.  I understand  that,  but  what  part  is  for  pay 
increases  ? 

Mr.  Floete.  The  House  cut  us  about  $575,000.  We  are  absorbing 
all  of  that  except  $63,900,  which  is  all  in  the  operating  expenses, 
National  Archives  and  Records  Service. 

Senator  Ellender.  Didn’t  you  ask  the  House  for  a specific  sum  to 
pay  for  increased  wages  ? 

Mr.  Floete.  Yes,  certainly,  $5,869,000. 

Senator  Ellender.  How  much  of  these  increased  wages  are  due  to 
wage  board  increases  and  not  by  act  of  Congress  directly  ? 

Mr.  Medley.  Including  the  $890,000  which  is  one  of  the  items  that 
we  have  requested  be  added  to  the  bill,  about  $2,400,000  is  wage  board. 

Senator  Ellender.  $2,400,000  out  of  a total  of  $5,869,000  ? 

Mr.  Medley.  A total  of  $6,759,000  including  the  $890,000. 

Senator  Ellender.  That  would  be  a little  over  a third. 

Mr.  Medley.  Yes,  sir. 

WAGE  BOARD  RATE  INCREASES 

Senator  Ellender.  How  often  do  the  wage  board  increases  come 
about  ? 

Mr.  Medley.  Well,  as  the  witnesses  from  the  Veterans’  Administra- 
tion testified,  Senator  Ellender,  they  occur  quite  frequently.  You 
might  say  more  or  less  continuously  all  the  way  through  the  year. 
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Senator  Ellender.  There  seems  to  be  no  end  to  it.  They  sneak  up 
on  you  and  tell  you  what  you  ought  to  pay,  and  you  have  to  get  it 
some  way.  Am  I right  ? 

Mr.  Medley.  That  is  right. 

Senator  Ellender.  And  you  are  not  consulted  on  these  wage  board 
increases  ? 

Mr.  Medley.  In  fiscal  year  1956  we  had  a wage  board  increase  per- 
centagewise of  about  5.6;  in  1957,  5.6.  Fiscal  year  1958,  5.7. 

Senator  Magnuson.  That  is  about  17  percent  in  3 years. 

Mr.  Medley.  Yes,  sir. 

Mr.  Floete.  The  increase  on  which  this  $890,000  is  asked  for  is  an 
average  of  a little  over  14  cents  an  hour  and  it  affects  some  7,700  em- 
ployees. 

Senator  Magnuson.  In  which  area  ? 

Mr.  Floete.  All  over  the  United  States  except  New  England. 

Senator  Magnuson.  It  includes  the  wage  board  increases  all  over 
the  United  States ? 

Mr.  Floete.  That  is  for  the  period  only  January  11  through 
March  22. 

RESTORATION  FOR  OPERATING  EXPENSES 

Senator  Magnuson.  Now  what  about  the  Archives  and  Records 
Service  ? Why  do  you  need  $63,900  for  that  ? 

Mr.  Floete.  We  were  cut  that  amount  by  the  House.  Now  if  Dr. 
Grover  was  here  he  would  certify,  I am  sure,  that  he  runs  a tight  opera- 
tion and  that  there  is  no  fat  in  his  request.  Now  I believe  he  is  right, 
he  does  run  it  that  way.  We  have  no  way  to  absorb  it.  We  have  ab- 
sorbed over  $500,000  of  the  cuts  in  the  other  items,  but  we  just  cannot 
do  it  there.  We  do  say,  however,  that  additional  increases  of  $18,000 
that  will  accrue  between  January  10  and  June  30,  will  be  absorbed 
if  we  get  the  $63,900  that  we  ask  be  restored. 

Senator  Magnuson.  Where  is  the  House  report?  What  did  they 
say  about  it  ? 

Mr.  Medley.  I do  not  believe  they  said  anything,  Senator  Magnu- 
son. This  was  just  part  of  the  general  10  percent  cut  on  salary  in- 
creases. 

Senator  Magnuson.  They  did  not  pick  out  this  $63,900  ? 

Mr.  Medley.  No,  they  just  applied  the  10  percent  cut  across  the 
board. 

Senator  Magnuson.  I see.  You  asked  for  $639,000.  This  is  one 
of  the  10  percent  cuts. 

Mr.  Medley.  That  is  right.  In  addition  to  the  figures  that  Mr. 
Floete  gave  you. 

Senator  Magnuson.  The  House,  in  giving  you  the  10  percent  cut 
under  title  2 and  items  in  title  1 said  the  trend  in  Government  em- 
ployment is  upward  and  the  problem  is  widespread.  They  thought 
you  people  could  get  along  with  fewer  employees. 

Mr.  Medley.  The  total  cost  to  GSA  for  the  Pay  Act  and  wage  board 
increases,  including  the  $890,000,  plus  estimated  additional  increases 
to  June  30  is  roughly  $9,750,000.  We  will  absorb  $3,345,000  of  that, 
but  this  particular  cut  was  made  in  an  appropriation  where  there 
is  simply  no  room  for  absorption. 
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Senator  Magnuson.  You  can  leave  out  the  $5  million.  That  has 
nothing  to  do  with  the  absorption,  has  it,  the  general  supply  fund? 

Mr.  Medley.  That  was  not  included  in  the  figures  I gave  you. 

Senator  Magnuson.  How  much  did  the  House  cut  you  generally? 

Mr.  Medley.  Generally  they  cut  us  10  percent  of  the  pay  increase 
items,  or  about  $575,000. 

Senator  Magnuson.  How  much  did  you  ask  the  House  for  in  total? 

Mr.  Medley.  We  asked  the  House  for  Pay  Act  and  Wage  Board 
increases,  in  amounts  totaling  $5,869,000  excluding  the  $890,000  item 
before  you.  The  reduction  by  the  House  was  some  $575,000. 

Senator  Magnuson.  You  are  going  to  absorb  all  of  those  with  the 
exception  of  the  $63,900  and  the  $890,000,  is  that  correct? 

Mr.  Floete.  No,  we  cannot  absorb  the  $890,000. 

Senator  Magnuson.  I said  with  the  exception.  That  is  a new  item. 
Why  can’t  you  absorb  the  $63,900  ? 

Mr.  Medley.  We  will  absorb  $18,000  in  additional  wage  board  in- 
creases that  are  estimated  to  occur  prior  to  June  30.  We  think  the 
record  speaks  for  itself  in  that  we  are  taking  8 of  the  10  cuts,  but 
on  this  one  we  just  don’t  have  room  to  take  it.  It  would  mean  putting 
quite  a few  people  in  our  record  centers  or  in  the  National  Archives  on 
payless  furloughs. 

Senator  Magnuson.  That  is  like  saying  in  eight  of  them  you  had 
some  fat,  but  in  National  Archives  and  Record  Service  you  haven’t 
got  any. 

Mr.  Medley.  I can  see  where  that  inference  could  be  drawn.  How- 
ever that  is  not  the  case.  I will  be  glad  to  go  down  through  each 
one  of  them  and  give  you  the  details  of  how  we  propose  to  absorb  the 
cut,  if  you  would  like  to  have  them. 

RELATION  OF  GENERAL  SUPPLY  FUND  CAPITAL  INCREASE  TO  MOTOR  POOLS 

Senator  Ellender.  I would  like  to  ask  about  your  motor  pool 
operation.  How  much  are  you  asking  for  there  to  take  care  of  that  ? 
You  mentioned  it  a while  ago.  I tried  to  locate  it  in  your  justification. 

Mr.  Medley.  We  are  not  asking  for  any  part  of  the  increased  cap- 
ital, the  $15  million,  for  motor  pools.  The  increase  is  to  handle,  as 
Mr.  Floete  said,  primarily  the  situation  which  makes  it  necessary  for 
us  to  have  to  beg  for  advances,  plus  a small  increase  to  provide  for  in- 
creased accounts  receivable  due  to  additional  sales. 

Senator  Ellender.  The  motor  pools  are  handled  on  a reimbursable 
basis,  are  they  not  ? 

Mr.  Medley.  Yes,  sir,  that  is  correct. 

Senator  Ellender.  You  really  have  working  capital  there  to  pur- 
chase your  cars  and  the  use  of  them  is  charged  to  the  various  agen- 
cies that  participate  in  your  pool.  Is  that  correct  ? 

Mr.  Medley.  That  is  also  correct. 

Senator  Ellender.  Why  should  it  be  affected  then?  Are  you  in- 
creasing your  capital  ? 

Mr.  Medley.  Yes,  sir.  The  present  capital  is  $87,500,000.  We  have 
requested  an  increase  of  $15  million. 

Senator  Ellender.  Is  that  for  the  purpose  of  buying  more  cars  ? 

Mr.  Medley.  No,  Senator  Ellender.  Mr.  Floete  I believe  mentioned 
the  motor  pools  only  as  an  example  of  general  growth  of  the  business 
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along  with  the  sale  of  common  use  items.  The  $15  million  is  needed 
primarily  to  handle  the  advances  of  funds  we  have  received  from  agen- 
cies, the  increased  business  which  is  occurring  and  which  in  turn  in- 
creases the  amounts  we  have  invested  in  inventories  and  in  accounts 
receivable. 

Mr.  Floete.  We  have  about  a $51  million  inventory  all  the  time  and 
our  accounts  receivable  run  about  $50  million.  We  have  had  to  get 
these  advances  to  keep  us  solvent,  so  to  speak.  But  we  just  don’t 
have  enough  capital  to  operate  efficiently. 

Senator  Ellender.  Yow,  Mr.  Floete,  when  you  permit  agencies 
throughout  the  United  States  and  also  here  in  Washington  to  make 
use  of  cars  that  you  have  in  a pool,  don’t  you  charge  each  agency  for 
the  use  of  that  car  ? 

Mr.  Floete.  Yes,  sir. 

Senator  Ellender.  Does  this  charge  permit  a full  return  on  your 
investment  ? 

Mr.  Floete.  Well,  we  have  an  investment  in  cars. 

Senator  Ellender.  Your  idea  is  to  increase  it  then,  because  you  need 
more  cars  ? 

Mr.  Medley.  We  have  a little  under  $18  million  invested  in  motor 
equipment  right  now  and  none  of  the  $15  million  is  programed  for 
that  purpose. 

Senator  Ellender.  So  that  you  keep  that  amount  of  investment 
more  or  less  current  ? 

Mr.  Medley.  That  is  right. 

Senator  Ellender.  It  is  not  depleted  because  you  charge  all  of  the 
cost  of  administration  and  depreciation  and  other  charges  to  the 
agencies  which  use  the  cars? 

Mr.  Medley.  That  is  included  in  the  rates  we  charge ; yes. 

Senator  Ellender.  So  that  what  you  are  really  seeking  is  a little 
more  money  to  buy  more  cars  in  the  future  ? 

INCREASED  capital  needed  to  cut  down  advances 

Mr.  Medley.  Yo.  Fundamentally  our  request,  Senator,  is  to  en- 
able us  to  honor  the  commitments  that  we  have  made  to  these  agencies 
when  we  secured  the  advances  of  funds  to  return  them  on  demand. 

Senator  Ellender.  How  can  you  honor  that  commitment  except 
through  the  need  of  more  cars  ? 

Mr.  Medley.  Yo.  The  advances  were  made,  Senator,  primarily 
for  the  purchases  of  common  use  items  which  they  make  from  us,  not 
for  the  use  or  purchase  of  automobiles.  The  motor  poools  and  auto- 
mobiles percentagewise  are  a small  portion  of  the  total  business  done 
through  the  general  supply  fund.  We  now  have  some  $24,200,000 
outstanding  in  advances,  of  which  $20  million  is  from  the  military. 
We  got  those  advances  based  on  a commitment  that  we  would  return 
them  in  June  or  by  July  1 if  they  had  to  have  them.  If  they  are  not 
in  a position  to  give  us  new  advances  out  of  their  funds  for  next  year, 
then  the  only  thing  we  can  do  is  to  make  vendors  which  we  owe  wait 
for  their  payments.  That  would  mean  losing  discounts. 

Senator  Magntjson.  You  asked  the  House  for  $15  million. 

Mr.  Medley.  They  gave  us  $10  million  and  we  are  seeking  restora- 
tion of  the  $5  million.  As  Mr.  Floete  also  mentioned,  this  is  not  a 
net  budget  expenditure. 
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Senator  Ellender.  If  we  should  not  give  you  the  $5  million,  the 
result  would  simply  be  that  you  would  carry  the  amount  over  to  fiscal 
year  1960  and  it  would  be  carried  by  the  armed  services  as  an  accounts 
receivable.  Is  that  true  ? 

Mr.  Floete.  Yes;  but  I think  we  are  honorbound  to  return  the  ad- 
vances when  they  ask  for  them. 

Senator  Ellender.  I know  that,  but  still  they  get  their  money  from 
the  same  pocket  that  you  get  yours. 

Mr.  Floete.  That  is  right. 

Senator  Ellender.  So  it  would  not  make  much  difference. 

Mr.  Floete.  But  they  might  be  very  unwilling  to  advance  us  any- 
thing in  the  future  if  we  do  not  return  the  advances  on  demand. 

Senator  Ellender.  I am  sure  that  many  of  them  do  not  like  to 
buy  from  you,  but  in  the  interest  of  economy,  I feel  that  all  agencies 
should  be  forced  to  give  you  their  patronage  insofar  as  the  purchase 
of  common  use  items  are  concerned. 

Mr.  Floete.  It  is  growing.  It  is  also  growing  with  the  military. 

Senator  Ellender.  I know,  but  the  rapidity  of  its  growth  is  not  as 
yet  sufficient  to  really  effect  economy. 

Mr.  Floete.  I think  they  are  doing  it  more  and  more.  In  1954  the 
total  sales  of  GSA  were  $102  million.  Now  they  have  increased  to 
$325  million.  It  has  been  a steady  growth. 

(Discussion  off  the  record.) 

INCREASE  IN  WORKING  CAPITAL 

Senator  Magnuson.  The  $5  million  is  really  increase  in  working 
capital,  is  that  what  it  amounts  to  ? 

Mr.  Floete.  That  is  right. 

REFUNDS  UNDER  RENEGOTIATION  ACT 

Senator  Magnuson.  Now,  $1,400,000  for  “Eefunds”? 

Mr.  Medley.  Yes,  sir.  Those  are  for  rebates;  and  refunds  due  to 
World  War  II  contractors  under  the  Revenue  Act  of  1943  and  the 
Renegotiation  Act  of  1951.  As  of  February  28,  1959,  we  had  proc- 
essed some  4,000  claims.  Payments  to  date  total  some  $49,247,000. 
For  the  remaining  claims  it  is  estimated  that  the  payments  will  total 
about  $2,700,000.  We  had  $732,000  unobligated  on  February  28.  In 
March  we  were  notified  of  three  claims  for  refunds  that  had  been 
settled  by  the  Tax  Court  for  $755,000  and  two  refund  claims  have 
been  settled  for  $100,000.  These  settlements  alone,  of  course,  are  in 
excess  of  funds  currently  available. 

Senator  Magnuson.  When  are  you  going  to  get  through  with  these 
things  ? 

Mr.  Medley.  I wish  we  knew,  Mr.  Chairman,  because  we  would  like 
to  get  rid  of  this  as  soon  as  possible. 

Senator  Magnuson.  I don’t  think  it  ever  should  have  been  your 
function  to  begin  with. 

Mr.  Medley.  It  got  to  us  this  way.  It  was  a part  of  the  Bureau  of 
Federal  Supply  when  they  were  under  the  Treasury.  When  they  were 
merged  with  GSA,  we  got  this  too. 

Senator  Magnuson.  And  they  have  to  be  paid  ? 

Mr.  Medley.  Yes  sir. 
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Senator  Magnuson.  The  quicker  we  get  them  out,  the  quicker  we 
can  see  the  light. 

Mr.  Medley.  The  cases  settled  by  the  court  earn  interest  at 
4 percent. 

Senator  Magnuson.  I will  be  just  as  glad  as  you  are  when  it  is 
through. 

Mr.  Medley.  Yes  sir. 

Senator  Magnuson.  Thank  you  very  much. 

The  following  information  on  the  District  of  Columbia  and  on  the 
Treasury  and  Post  Office  Departments  will  be  inserted  at  this  point. 

(The  information  referred  to  follows:) 

(See  p.  579) 

District  of  Columbia 


department  of  public  welfare 
Office  of  Director 


Time  of  latest  arrival  in  District  of  Columbia  for  all  'public  assistance  cases  approved 
during  the  6-month  period , October  1958  through  March  1959 


Year  of  latest  arrival 

Total 

ADC  families 

All  other  (OAA, 
AB,  ATD,  GPA) 

Number 

Percent 

Number 

Percent 

Number 

Percent 

Total 

2, 791 

100.0 

1,133 

100.0 

1,658 

100.0 

1958 

27 

.9 

9 

.8 

18 

1.1 

1957 

150 

5.4 

65 

5.7 

85 

5. 1 

1956 

74 

2.7 

36 

3.2 

38 

2.3 

1955  

85 

3.0 

48 

4.2 

37 

2.2 

1950-54 __ 

333 

11.9 

184 

16.2 

149 

9.0 

1945-49 

251 

9.0 

117 

10.3 

134 

8.1 

1940-44 

293 

10.5 

112 

9.9 

181 

11.0 

1930-39 

429 

15.4 

115 

10.2 

314 

18.9 

Before  1930 

469 

16.8 

48 

4.2 

421 

25.4 

Bom  in  District  of  Columbia 

670 

24.0 

389 

34.3 

281 

16.9 

No  parent — child  a resident 

10 

.4 

10 

1.0 
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Treasury  Department 

DIVISION  OF  DISBURSEMENT 
SALARIES  AND  EXPENSES 

Schedule  of  supplemental  appropriations  and  revised  estimates 


1.  Present  appropriation  or  estimate $17,  300,  000 

2.  Additional  amounts  available 398,  671 

3.  Transfer  to  Office  of  the  Treasurer — 19,  000 

4.  1959  program  obligated  in  1958 — 87,  581 


5.  Total  amount  available 17,  592,  090 


6.  Apportionments: 

1st  quarter 4,692,000 

2d  quarter 5,  138,  426 

3d  quarter 5,  334,  906 

4th  quarter 2,  426,  757 


7.  Total  apportionments 17,  592,  089 


8,  Obligations: 

1st  quarter 4,690,985 

2d  quarter 5,  138,  574 

3d  quarter 5,  335,  773 

4th  quarter 6,  401,  758 


9.  Total  actual  and  estimated  obligations 21,  567,  090 

10.  Less  total  amount  available 17,  592,  090 


11.  Estimated  supplemental  required 3,  975,  000 

12.  Estimated  supplemental  included  in  latest  budget 3,  461,  835 

13.  Date  needed: 

For  obligation,  Apr.  1,  1959. 

For  expenditure,  May  1,  1959. 

14.  Estimated  expenditures  from  supplemental: 


In  budget  Revised 

In  current  fiscal  year $2,  608,  400  $2,  843,  000 

In  next  fiscal  year 853,  435  1,  132,  000 

After  next  fiscal  year 


Total 3,  461,  835  3,  975,  000 


15.  Actual  1959  obligations  by  months: 

July  1958 

August  1958 

September  1958 

October  1958 

November  1958 

December  1958 

January  1959 

Fiscal  Service,  Bureau  of  Accounts 

GENERAL  STATEMENT 

The  Division  of  Disbursement  is  responsible  for  disbursing  moneys  for  all 
executive  civilian  agencies  of  the  U.S.  Government  except  the  postal  service, 
U.S.  marshals,  and  certain  Government  corporations.  The  Division  is  not  in  a 
position  to  exercise  control  over  its  workload.  The  workload  is  controlled  by 
legislation,  as  interpreted  and  given  effect  to  by  the  agencies  responsible  for 
carrying  out  legislative  programs. 

The  Division  must  be  prepared  at  all  times  to  make  prompt  payments  to  vet- 
erans, social  security  annuitants,  and  public  creditors,  based  upon  certified 
vouchers  received  from  the  administrative  agencies.  In  preparing  its  annual 
appropriation  estimates  the  Division  must  rely  upon  anticipated  work  volume 


$1,  538,  876.  55 
1,  482,  150.  46 
1,  669,  958.  11 
1,  913,  614.  74 
1,  621,  088.  80 
1,  603,  870.  31 
1,  910,  333.  13 
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figures  furnished  by  such  agencies.  Experience  over  many  years  has  proved 
that  as  a general  rule  the  agencies’  figures  as  to  anticipated  work  volume,  although 
made  many  months  in  advance,  are  reliable.  However,  it  occasionally  happens, 
as  in  the  case  of  the  previous  1959  estimates  furnished  by  Social  Security  Admin- 
istration and  Internal  Revenue  Service  (referred  to  more  specifically  later  in  this 
statement),  that  the  initial  work  volume  estimates  furnished  by  the  agencies 
prove  to  be  too  low,  resulting  in  the  amount  of  appropriated  funds  being 
inadequate. 

In  addition  to  increases  in  the  volume  of  payments  to  be  processed,  several 
new  laws  were  approved  after  the  1959  Treasury  appropriation  bill  was  enacted 
on  March  28,  1958,  which  resulted  in  additional  work  and  greatly  increased  the 
costs  which  must  be  borne  by  the  1959  appropriation  of  the  Division  of  Disburse- 
ment, namely,  Public  Law  85-462,  dated  June  20,  1958,  increasing  salaries  of 
Government  employees;  Public  Law  85-426,  increasing  postal  rates;  and  Public 
Law  85-840,  increasing  rates  of  social  security  benefits. 

In  order  to  stay  within  its  reduced  appropriation  in  fiscal  year  1958,  the 
Division  was  forced  to  defer  the  purchase  of  envelopes  and  other  essential  sup- 
plies into  fiscal  year  1959.  This  action  resulted  in  shorting  of  inventories  below 
levels  considered  safe  for  normal  operations.  The  amount  of  items  deferred 
totaled  $252,000,  which  will  have  to  be  made  up  in  1959.  While  the  Division 
is  unable  at  this  time  to  foresee  savings  which  will  enable  complete  absorption 
of  this  amount,  nevertheless  it  is  undertaking  to  do  so  in  full  in  1959.  However, 
the  Division  feels  that  any  further  absorption  of  increased  costs  in  1959  would 
not  be  possible  without  seriously  impairing  the  payment  services  which  the 
Division  is  required  to  render. 

It  is  estimated  that  the  additional  amount  of  $3,975,000  will  be  required  under 
the  appropriation  “Salaries  and  expenses,  Division  of  Disbursement,  1959,”  to 
enable  the  Division  to  meet  increased  costs  and  work  load  in  carrying  out  its 
functions  in  1959,  as  required  by  law.  Of  the  total  amount  of  this  supplemental 
request,  45  percent,  or  $1,803,894,  represents  actual  budget  expenditures.  The 
remaining  amount,  $2,171,106,  covers  social  security  work  and  would  be  charged 
to  the  two  trust  funds  involved.  Section  201(g)  of  the  Social  Security  Act,  as 
amended,  provides  that  the  managing  trustee  (Secretary  of  the  Treasury)  shall 
withdraw  from  the  Federal  old-age  and  survivors  trust  fund  and  the  Federal 
disability  insurance  trust  fund,  the  estimated  expenditures  by  the  Treasury 
Department  for  the  administration  of  titles  II  and  VIII  of  the  act. 

The  following  table  summarizes  the  increases  in  the  Division’s  costs  for  which 
provision  was  not  made  in  the  1959  appropriation: 

Additional  funds  required , fiscal  year  1959 

1.  Increased  expense  resulting  from  legislation: 

(а)  Public  Law  85-462,  increasing  salary  rates, _ $792,  835 

(б)  Public  Law  85-426,  increasing  postal  rates,  _ 2,  260,  800 

(c)  Public  Law  85-840,  increasing  social  secu- 
rity rates  and  work  volume 441,  782 


Total  legislative  item  increases 

2.  Increased  work  volume: 

(а)  Social  security  payments $391,  902 

(б)  Tax  refund  payments 87,  681 


Total  supplemental  appropriation  requirements 

There  follows  an  explanation  of  the  increases  set  forth  in  the  above  table. 

1 . Increased  expense  resulting  from  legislation 

(а)  Public  Law  85-4-62,  approved  June  20,  1958,  increasing  salary  rates. — (1) 
This  law  increased  the  salary  costs  of  the  Division  of  Disbursement  by  $792,835 
for  the  fiscal  year  1959,  or  approximately  10^  percent  as  shown  in  the  above  table, 
item  1(a). 

(б)  Public  Law  85-426,  approved  May  27,  1958,  increasing  postal  rates. — Under 
the  provisions  of  Public  Law  83-286,  approved  August  15,  1953,  the  Division  of 
Disbursement  is  required  to  reimburse  the  Post  Office  Department  for  the  amount 
of  postage  accrued  for  checks  and  other  official  mail.  Of  the  total  volume  of 
checks  and  bonds  issued  annually,  in  excess  of  90  percent  are  mailed  individually 
to  the  payees,  requiring  payment  of  postage  at  the  first-class  rate.  The  remain- 


$3,  495,  417 

479,  583 
3,  975,  000 
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ing  volume  represents  salary  checks  and  savings  bonds  issued  under  the  payroll 
s : t v i i ms  plan  and  are  either  delivered  direct  to  agents,  or  bulk  mailed  to  agents 
in  tlu*  administrative  offices  for  personal  delivery.  Public  Law  85-426,  approved 
May  27.  1958,  provided  for  a general  increase  in  postage  rates  including  an  increase 
of  1 cent  an  ounce  for  first-class  matter. 

The  1959  appropriation  (Public  Law  85-354  approved  March  28,  1958)  carried 
an  amount  of  $7,157,749  for  postage  for  check  and  bond  mail  to  cover  the  cost 
of  mailing  individually  an  estimated  238,591,600  checks  and  bonds  during  the 
year  at  the  3-cent  rate.  The  1959  appropriation  also  carried  an  estimate  of 
$61,244  to  cover  the  cost  of  bulk  mailing  of  checks  and  bonds,  and  all  other  official 
mail  matter.  The  Division  will  require  an  estimated  $2,260,800,  as  shown  in  the 
above  table,  item  1(b),  to  cover  increased  postage  costs  for  11  months  beginning 
August  1,  1958,  for  individual  mailing  of  checks  and  bonds.  The  figure  for  in- 
creased postage  is  based  upon  the  original  work  volume  figures,  and  does  not 
include  increased  postage  which  will  be  required  on  the  increased  work  volume  for 
1959.  Postage  at  the  new  4-cent  rate  was  included  in  the  unit  costs  in  computing 
the  cost  of  increased  work  volume  to  be  processed  after  August  1,  1958. 

(c)  Public  Law  85-840,  approved  August  28,  1958,  increasing  social  security  rates 
and  work  volume. — (1)  This  law,  among  other  things,  provided  for  increases  in  the 
rates  of  social  security  benefits.  The  Division  maintains  in  seven  of  its  regional 
disbursing  offices  a total  of  10)4  million  addressing  machine  plates  and  punched 
cards,  used  in  conjunction  with  various  types  of  mechanical  and  electronic  equip- 
ment for  the  purpose  of  preparing  checks  for  social  security  beneficiaries.  As  in 
the  case  of  addressing  machine  plates  used  for  nreparing  civil  service  annuity 
checks,  the  social  security  plates  and  punched  cards  contain  embossed  or  punched 
information  as  to  name  of  each  beneficiary,  address,  account  number,  and  monthly 
rate.  The  cost  of  changing  the  monthly  rates  on  10)4  million  plates  and  cards  to 
give  effect  to  Public  Law  85-840  amounted  to  $353,978. 

(2)  In  addition,  this  act  provided  that  certain  dependents  of  disabled  workers 
were  eligible  for  the  same  benefits  as  those  received  by  families  of  retired  workers. 
The  act  also  provided  for  retroactive  payments  to  disabled  workers  and  extended 
coverage  to  new  groups,  including  employees  of  religious,  charitable  and  nonprofit 
organizations  not  previously  covered,  and  State  and  local  government  employees. 
As  a result  of  this  legislation  and  based  on  information  received  from  the  Social 
Security  Administration,  it  is  estimated  that  the  Division  will  be  required  to 
process  new  cases  and  issue  an  additional  1,285,000  checks  in  1959  at  a cost  of 
$87,804.  In  all,  Public  Law  85-840  will  result  in  increased  cost  to  the  Division 
of  Disbursement  amounting  to  $441,782  in  1959  as  shown  in  the  above  table, 
item  1(c). 

2.  Increased  work  volume. 

Figures  for  increased  workload  cost  include  charges  for  postage,  materials  and 
labor,  but  no  overhead. 

(a)  Social  seucrity  payments. — On  the  basis  of  further  information  furnished 
by  the  Social  Security  Administration  there  will  be  a substantial  increase  in  the 
number  of  claims  received  and  processed  by  that  agency  during  the  fiscal  year  1959 
over  the  original  estimate.  The  increase  was  attributed  by  the  Social  Security 
Administration  to  the  economic  recession,  as  stated  in  pertinent  part  by  the 
Director,  Bureau  of  Old-Age  and  Survivors  Insurance,  in  his  appearance  before 
the  Senate  Appropriations  Committee  in  May  of  1958  (p.  1069  of  the  hearings, 
H.R.  11645,  85th  Cong.),  in  regard  to  the  1959  estimate  presented  by  Social 
Security  Administration : 

“This  budget  estimate  is  based  upon  estimates  of  the  workloads  which  we 
will  receive  in  fiscal  year  1959  formulated  in  May  and  June  of  1957  before  the 
present  economic  recession.  It  is  now  clear  that  these  workload  estimates 
are  substantially  understated.” 

Later  on  the  Director  stated: 

“Since  the  budget  before  you  is  based  on  workload  estimates  made  a year 
ago,  that  is,  before  the  economic  recession,  consideration  is  being  given  to 
how  much  in  additional  funds  will  be  required.” 

It  is  estimated  that  these  additional  claims  will  result  in  an  increased  workload 
of  5,234,000  checks  in  addition  to  the  increase  resulting  from  Public  Law  85-840 
in  the  fiscal  year  1959.  The  cost  of  processing  new  cases  and  making  the  5,234,000 
additional  payments  will  amount  to  $391,902  in  the  fiscal  year  1959  of  which 
postage  alone  will  be  $209,360. 

( b ) Tax  refund  payments. — The  Internal  Revenue  Service  has  advised  that 
the  number  of  tax  refunds  which  the  Division  will  be  called  upon  to  process  in 
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1959  will  exceed  the  original  estimate  by  1.235,000  checks.  It  is  estimated  the 
cost  of  issuing  and  -mailing  the  additional  tax  refund  cheeks  will  amount  to 
$87,681,  in  1959. 

Additional  funds  required,  fiscal  year  1959 


Legislative  item  increases: 

Emplo3rees  salary  increases,  Public  Law  85-462,  approved 

June  20,  1958 $792,  835 

Postal  Rate  Increase  effective  Aug.  1,  1958,  Public  Law  85-426 

approved  May  27,  1958 2,  260,  800 

Social  security  rate  changes,  Public  Law  85-840,  approved 

Aug.  28,  1958 353,978 


Subtotal 3,  407,  613 

Increase  in  work  volume  for  social  security  benefits,  1,285,000 

items,  Public  Law  85-840,  approved  Aug.  28,  1958 87,  804 


Grand  total  required  for  legislative  items 3,  495,  417 


Other  workload  increases : 

Increase  in  volume  of  social  security  benefits  over  original  esti- 
mates, 5,234,1)00  items 391,  902 

Increase  in  volume  of  tax  refunds  over  original  estimates,  1,235,000 
items 87,  681 


Grand  total  required  for  other  workload  increases 479,  583 


Grand  total  supplemental  appropriation  required: 

For  legislative  items 3,495,417 

For  increase  in  work  volume  over  original  estimates 479,  583 


Total 3,975,000 


BUREAU  OF  CUSTOMS 
SALARIES  AND  EXPENSES 

Schedule  on  supplemental  appropriations  and  revised  estimates 


1.  Present  appropriation  or  estimate S47,  796,  368 

2.  Additional  amounts  available 10,  000,  000 

3.  Total  amount  available 57,  796,  368 


4.  Apportionments: 

1st  quarter 16,  013,  898 

2d  quarter 15,  802,  802 

3d  quarter 15,  065,  492 

4th  quarter 10,  914,  176 

Budgetary  reserves 


5.  Total  apportionments  and  reserves 57,  796,  368 


6.  Obligations: 

1st  quarter  (actual) 15,  801,  955 

2d  quarter  (actual) 15,  806,  043 

3d  quarter  (estimated) 15,  170,  000 

4th  quarter  (estimated) 15,  509,  370 


7.  Total  actual  and  estimated  obligations 62.  287,  368 

8.  Less  total  amount  available 57,  796,  368 


9.  Estimated  supplemental  required 4,  491.  000 

10.  Estimated  supplemental  included  in  latest  budget 4.  255.  000 

11.  Date  needed: 

For  obligation,  May  28,  1959. 


V 

For  expenditure.  June  3,  1959. 
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Schedule  on  supplemental  appropriations  and  revised  estimates — Continued 


12. 


13. 


Estimated  expenditures  for  supplemental: 


In  budget 

In  current  fiscal  year $4,  085,  000 

In  next  fiscal  year 170,  000 

After  next  fiscal  year 


Actual  obligations  last  3 months: 

October 

November 

December 


Revised 

$4,  311,  000 
180,  000 


5,  546,  754 

4,  861,  352 

5,  397,  937 


EXPLANATION  OF  REQUESTED  1959  SUPPLEMENTAL  APPROPRIATION 

This  1959  supplemental  request  is  being  made  to  provide  a total  of  $4,491,000 
for  the  purposes  of  financing  pay  increase  costs  under  Public  Law  85-462 
(84,255,000),  postal  rate  increases  under  Public  Law  85-426  ($37,000),  and  wage 
board  rate  increases  which  became  effective  during  the  12  months  ending  Decem- 
ber 31,  1958  ($199,000).  All  of  these  increased  costs  are  wholly  outside  the  ad- 
ministrative control  of  this  Bureau  and  have  been  included  in  a “deficiency” 
apportionment  approved  by  the  Director  of  the  Bureau  of  the  Budget. 

The  pay  increase  portion  of  this  estimate  ($4,255,000)  represents  the  actual 
pay  increase  costs  which  accrued  through  the  first  half  of  the  year,  plus  a projec- 
tion for  the  last  half  year  of  employees  on  the  rolls.  Full  allowance  for  savings 
due  to  turnover,  lapses,  etc.,  have  been  made. 

The  postal  rate  increase  portion  of  this  estimate  ($37,000)  represents  the  11 
months’  cost  of  the  basic  one-third  rate  increase  which  was  made  effective  August 
1,  1958,  bv  Public  Law  85-426.  The  annual  postal  cost  of  this  Bureau  under  old 
rates  was  $120,000.  A one-third  increase  represents  $40,000  per  year  or  $37,000 
for  11  months. 

The  wage  board  increase  portion  of  this  estimate  is  $199,000.  More  than  three- 
fourths  of  this  amount  ($150,000)  accrued  during  the  last  6 months  of  fiscal  year 
1958,  and  was  submitted  to  the  Congress  as  a 1959  supplemental  early  in  fiscal 
year  1959.  This  item  was  deleted  from  the  bill  with  the  recommendation  that  it 
be  submitted  later  together  with  other  pay  increase  items.  See  House  Report 
No.  2221,  pages  3 and  56.  The  remaining  $49,000  represents  those  increases 
which  have  occurred  during  the  period  July  1-December  31,  1958.  Each  increase 
has  been  computed  from  its  effective  date  through  June  30,  1959,  and  this  amount 
is  included  in  the  estimate.  Nearly  800  employees  in  more  than  30  communities 
have  received  these  increases.  We  are  required  by  law  to  place  them  into  effect 
promptly. 

The  absorption  of  these  costs  within  our  present  appropriation  would  have 
necessitated  a reduction  of  approximately  675  man-years  of  employment.  Such 
a reduction  could  have  been  accomplished  only  through  a mass  reduction  in  force 
program  applied  early  in  the  fiscal  year.  Such  a reduction  has  been  and  is  wholly 
infeasible  in  view  of  the  continuing  steady  increases  in  all  major  workload  items. 
The  following  table  highlights  the  increases  in  workload  which  occurred  during 
fiscal  year  1958  and  those  which  have  taken  place  during  the  first  5 months  of 
fiscal  year  1959. 


Fiscal  year 
1957 

Fiscal  year 
1958 

Percent 

change 

6 months, 
1958 

6 months, 
1959 

Percent 

change 

Formal  entries  filed.  __ 

1, 116,  211 

1, 175, 271 

+5.3 

609, 684 

636,  753 

+4.4 

Carriers  arriving 

38.  564,  443 

39, 466,  668 

+2.3 

20,  976.  812 

22,  275,  392 

+6.2 

Persons  arriving 

132,  321, 187 

137,  673,  041 

+4.0 

74,  283,  498 

79,  000,  673 

+6.4 

Invoices  received 

1,  774,  343 

1,  822, 149 

+2.7 

924,  666 

988, 439 

+6.9 

Total  collections 

$1,  059,  000,  000 

$1, 122,  000,  000 

+5.9 

$594,  510, 104 

$647, 271,  222 

+8.9 

Customs  permanent  full-time  employment  payable  from  the  “Salaries  and 
expenses”  appropriation  totaled  7,720  as  of  December  31,  1958,  with  annual 
salaries  of  $47,343,000.  Of  this  total,  approximately  650  are  financed  from 
reimbursements  including  funds  received  from  the  Departments  of  Commerce 
and  Agriculture.  As  is  indicated  by  the  green  sheets,  no  change  in  positions 
or  employment  will  be  made  as  a result  of  this  proposed  supplemental. 
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U.S.  SECRET  SERVICE 
SALARIES  AND  EXPENSES,  WHITE  HOUSE  POLICE 
Schedule  on  supplemental  appropriations  and  revised  estimates 


1.  Present  appropriation  or  estimate $865,  000 

2.  Additional  amounts  available 


3.  Total  amount  available 865,  000 


4.  Apportionments: 

1st  quarter 247,  304 

2d  quarter.^ 249,  317 

3d  quarter 240,  958 

4th  quarter 127,  421 

Budgetary  reserves 


5.  Total  apportionments  and  reserves 865,  000 


6.  Obligations: 

1st  quarter  (actual) 242,  185 

2d  quarter  (actual) 249,  753 

3d  quarter  (estimated) 249,  579 

4th  quarter  (estimated) 253,  483 


7.  Total  actual  and  estimated  obligations 995,  000 

8.  Less  total  amount  available . 865,  000 


9.  Estimated  supplemental  required 130,  000 


10.  Estimated  supplemental  included  in  latest  budget 114,  698 

11.  Date  needed: 

For  obligation,  Apr.  1,  1959. 

For  expenditure,  Apr.  15,  1959. 

12.  Estimated  expenditures  from  supplemental:  In  budget  Revised 

In  current  fiscal  year $110,  000  $123,  115 

In  next  fiscal  year 4,  698  6,  885 

After  next  fiscal  year 


Total 114,  698  130,  000 

13.  Actual  obligations  last  6 months: 

July 84,  110 

August 75,  838 

September 82,  237 

Oetober 83,  907 

November 75,  624 

December 90,  222 


GENERAL  STATEMENT 

The  White  House  Police  force  is  responsible  for  the  protection  of  the  Executive 
Mansion  and  grounds  and  is  closely  allied  with  the  personal  protection  of  the 
President  and  his  family  while  in  residence  which  requires  continual  and  close 
cooperation  with  the  Secret  Service  personnel  assigned  to  personal  protective 
duties. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Request  is  made  for  additional  White  House  Police  to  extend  protection  to 
files  and  those  offices  in  the  Executive  Office  Building  (old  State  Department 
Building)  occupied  by  members  of  the  White  House  staff  and  for  the  increase 
due  to  change  in  pay  scales  not  included  in  the  regular  appropriation  for  1959 
(Public  Law  85-584). 
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Detailed  explanation  of  estimate 


Personal  services: 

1 1 class  3 privates  at  $5,200  each  (3  months) $14,  780 

1 day’s  pay  above  52- week  base 220 

Pay  increase  (Public  Law  85-584) 114,  000 


Total  increase  in  personal  services 129,  000 

Supplies  and  materials:  Uniforms 1,  000 


Total  request 130,000 


Eleven  class  3 privates  {4  months , March  1-June  30,  1959),  $15,000.— Request  is 
made  for  11  additional  police  necessary  for  the  protection  of  approximately  24,000 
square  feet  of  space,  including  files,  conference  areas,  and  briefing  rooms,  located 
on  the  second  floor  of  the  Executive  Office  Building  (old  State  Department 
Building),  occupied  by  members  of  the  White  House  staff.  The  funds  requested 
will  permit  the  employment  of  the  11  police  for  3 months  beginning  with  April  1, 
1959,  or  an  average  increase  of  2.8  man-years  for  the  fiscal  year  1959. 


Executive  Office  Building: 

Post  coverage  per  day: 

7:30  a.m.  to  3:30  p.m_ 3 

3:30  p.m.  to  1:30  p.m__ 2 

11:30  p.m.  to  7:30  a.m__ 2 


Total 7 

Daily  average  off  duty 4 


Total  complement 11 

The  above  complement  is  based  on  each  person  working  approximately  225 
days  per  year  after  allowance  for  regular  days  off,  holidays,  sick  and  annual  leave. 

Pay  increase  ( Public  Law  85-584) , $1 14,000. — The  requested  amount  of  $114,000 
is  for  the  change  in  pay  scales  authorized  by  Public  Law  85-584  “District  of 
Columbia  Police  and  Firemen’s  Salary  Act  of  1958,”  funds  for  which  were  not 
included  in  the  regular  appropriation  for  1959. 

Equipment,  $1,000. — Request  is  made  for  $1,000  to  uniform  the  11  additional 

White  House  Police. 

BUREAU  OF  THE  MINT 
SALAKIES  AND  EXPENSES 

Not  to  exceed  $500  of  the  appropriation  granted  under  this  head  for  the  fiscal  year 
1959  shall  be  available  for  the  purposes  of  ihe  Act  of  February  28,  1929  {45  Stat. 
1409),  as  amended  by  the  Ad  of  September  2,  1958  {Public  Law  85-879),  authorizing 
the  Secretary  of  the  Treasury  to  strike  and  present  a gold  medal  in  honor  of  Roger  P. 
Ames. 

JUSTIFICATION 

Amended  appropriation  language  is  requested  authorizing  the  manufacture  of 
a gold  medal  for  Roger  P.  Ames  from  the  appropriation  currently  available. 
This  authority  is  requested  to  carry  out  the  provisions  of  the  act  of  February  28, 
1929  (45  Stat.  1409),  entitled  “An  Act  to  recognize  the  high  public  service  ren- 
dered by  Major  Walter  Reed  and,  those  associated  with  him  in  the  discovery  of 
the  cause  and  means  of  transmission  of  yellow  fever,”  as  amended  by  the  act  of 
September  2,M958  (Public  Law  85-879),  which  inserted  the  name  of  Roger  P- 
Ames. 
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U.S.  COAST  GUARD 


OPERATING  EXPENSES 

Schedule  of  supplemental  appropriations  and  revised  estimates 


1.  Present  appropriation  or  estimate $171,  700,  000 

2.  Less  1959  appropriation  available  in  1958 —1,  111,  356 

3.  Additional  amount  available  (reimbursements) 30,  598,  770 


4.  Total  amount  available 201,  187,  414 


5.  Apportionments: 

1st  quarter 56,  079,  095 

2d  quarter 51,  166,  610 

3d  quarter 51,  779,  158 

4th  quarter 42,  162,  551 

Budgetary  reserves 


6.  Total  apportionments 201,  187,  414 


7.  Obligations: 

1st  quarter  (actual) 54,  854,  522 

2d  quarter  (actual) 51,  024,  969 

3d  quarter  (estimated) 53,  145,  372 

4th  quarter  (estimated) 49,  993,  551 


8.  Total  actual  and  estimated  obligations 209,  018,  414 

9.  Less  total  amount  available 201,  187,  414 


10.  Estimated  supplemental  required 7,  831,  000 

11.  Estimated  supplemental  included  in  latest  budget 7,  200,  000 

12.  Date  needed: 

For  obligation,  Apr.  1,  1959. 

For  expenditures,  Apr.  15,  1959. 

13.  Estimated  expenditures  from  supplemental:  y 


In  budget  Pevised 


In  current  fiscal  year $6,  900,  000 

In  nest  fiscal  year 300,  000 

After  next  fiscal  year . _ 


$7,  308,  000 
523,  000 


Total 7,200,000 

14.  Actual  obligations  last  3 months: 

October, 

November 

December 


7,  831,  000 

19,  029,  322 

15,  141,  773 

16,  853,  874 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

1.  Purpose  and  need 

The  purpose  of  this  supplemental  request  is  to  provide  $7,831,000  to  cover  the 
increased  costs  in  fiscal  year  1959  resulting  from  the  military  pay  increases 
(Public  Law  85-422),  civilian  pay  increase  (Public  Law  85-462),  settlement  of 
claims  against  the  United  States  for  damages  sustained  from  an  explosion  at 
South  Amboy,  N.  J.,  in  1958,  and  revision  of  the  cost-of-living  allowances  for  mili- 
tary personnel  stationed  in  Hawaii  and  Alaska. 

2.  Method  of  determining  amount 

' The  $6,100,000  for  military  pay  and  the  $1,100,000  for  civilian  pay  were  deter- 
mined by  applying  the  new  rates  of  pay  to  the  personnel  plans  for  1959  and  by- 
incorporating  into  those  plans  the  provisions  of  Public  Law  85-422  for  establishing 
E-8  and  E-9  enlisting  grades  and  for  payment  of  officer  responsibility  and  ensl 
listed  proficiency  pay.  The  $400,000  for  settlement  of  the  South  Amboy  explosion 
claims  was  approved  by  the  Attorney  General.  The  $231,000  for  increased 
cost-of-living  allowances  follows  the  rates  established  by  the  Department  of 
Defense  for  Hawrnii  and  Alaska  and  was  computed  on  the  basis  of  the  number  of 
eligible  Coast  Guard  personnel  stationed  in  those  areas. 
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S.  Reason  additional  funds  required 

The  passage  of  Public  Law  85-422  and  85-462,  the  compromise  settlement  of 
t he  Attorney  ( General  relative  to  the  South  Amboy  claims,  and  the  revision  to  the 
ooet-of-living  allowances  were  not  effected  until  after  the  submission  of  the  1959 
budget  and  so  could  not  be  included  in  those  estimates. 

In  addition,  the  Coast  Guard  is  presently  absorbing  approximately  $2  million 
in  unbudgeted  operating  expenses  as  follows: 


(а)  Payment  to  MATS  commencing  July  1,  1958,  for  transportation 

services  previously  furnished  without  charge $350,  000 

(б)  Rising  military  allowances  (other  than  pay  raises): 

(1)  Basic  allowance  for  quarters — average  age  of  personnel 

is  increasing  resulting  in  more  married  personnel  and 

higher  grade  structure 280,  000 

(2)  Food  costs  at  Government  messes  have  risen  by  4 per- 

cent  468, 000 

(c)  Payment  to  Corps  of  Engineers  for  aids  to  navigation  maintenance 

on  the  Missouri  River  not  previously  reimbursed 146,  500 

(d)  Increase  in  engineer  and  scientist  pay  (Civil  Service  Commission 

Circular  793) : 140,000 

(e)  Payment  of  housing  allowances  for  personnel  occupying  inadequate 

Government  quarters  (Public  Law  85-241) 25,  000 

(/)  Increased  wage  board  personnel  pay  rates 476,000 

(g)  Claims  for  back  pay  of  certain  officers  (Public  Law  85-255) 29,  000 

( h ) Payment  to  MSTS  for  stevedore  services  previously  furnished 

without  charge 50,000 


Total 1,  964,  500 


Despite  these  absorptions,  the  Coast  Guard  further  has  reduced  the  original 
estimate  of  $6,900,000  for  the  military  pay  raise  by  $800,000  by  slowing  up  the 
rate  of  implementation  of  E-8,  E-9,  and  proficiency  pay  provision  of  the  law. 

In  order  to  carry  out  approved  program  and  to  pay  personnel  at  the  new  pay 
rates,  funds  have  been  apportioned  with  a deficiency  in  the  fourth  quarter  in 
anticipation  of  a supplemental  appropriation. 

4-  Justification 

Pul  lic  Law  85-422,  85th  Congress,  2d  session,  approved  May  20,  1958,  became 
effective  on  June  1,  1958.  This  law  increased  military  pay  and  allowances  for 
fiscal  year  1959  under  “Operating  expenses”  appropriation  by  $6,100,000. 

The  new  law  provides  for  increases  in  basic  pay;  establishment  of  two  additional 
commissioned  pay  grades,  0-9  and  0-10;  two  additional  enlisted  pay  grades,  E-8 
and  E-9;  special  pay  rates  for  commissioned  officers  in  pay  grades  O-l  through 
0-3  wrho  have  had  at  least  4 years  of  active  enlisted  service;  the  establishment  of 
optional  provisions  for  the  payment  of  enlisted  proficiency  pay;  and  the  authoriza- 
tion of  responsibility  pay  for  commissioned  grades  0-3  through  0-6  where  such 
officers  are  assigned  to  critical  positions  of  unusual  responsibility. 

The  total  increased  fiscal  year  1959  cost  of  this  law  is  based  on  the  planned 
total  personnel  strength  for  that  year  and  the  revised  basic  pay  rates.  Cost  of  the 
two  additional  enlisted  pay  grades  was  computed  for  8 months  and  the  officer 
responsibility  pay  was  computed  on  the  basis  of  one-half  year  to  allow  for  delays 
in  implementing  these  new  features.  Additional  funds  to  annualize  these  items 
are  budgeted  for  fiscal  year  1960.  The  estimate  for  proficiency  pay  is  based  upon 
implementation  over  a 4-year  period.  The  effects  of  the  revised  basic  pay  rates 
on  terminal  leave  payments,  reenlistment  bonuses,  and  Government  contribution 
to  social  security  have  also  been  included  in  the  total  computation. 

Public  Law  85-462,  approved  June  20,  1958,  increased  the  pay  rates  of  classified 
employees  and  employees  whose  salary  ranges  are  administratively  determined. 
TMs  law  increased  civilian  pay  reouirements  for  fiscal  year  1959  under  “Operating 
exoense”  appropriation  by  $1,100,000. 

Detailed  computation  of  the  increased  cost  of  Public  Laws  85-422  and  85-462 
is  shown  below: 
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Computation  of  increased  costs 

MILITARY  PERSONAL  SERVICES 


Basic  pay 

Monthly 
increase 
based  on 
average 
years  of 
service 

Average 

number 

Average 

annual 

increase 

Total 

increase 

Commissioned: 

Vice  admiral  _.  

$323.  60 

1 

$3, 883. 20 
3, 283. 20 
2,  493.  60 
1,634.  40 
1,  339. 20 

$3, 883 
32,  832 
14,  962 
309,  504 
515,  592 
287,  482 
388,  454 
177,  706 

Rear  admiral  (U) 

273.  60 

10 

Rear  admiral  (L)  _ ..  

207. 80 

6 

Captain  ..  

161.  20 

160 

Commander  . 

111.  60 

385 

Lieutenant  commander  .. 

55. 20 

434 

662.  40 

Lieutenant  ....  _ 

57.  60 

562 

691.  20 

Lieutenant  (j.g.).  - 

34.  60 

428 

415.  20 

Total  

1,986 

1,  730,  415 

Warrant: 

W-4  

60.  20 

53 

722.  40 

38,  287 
84,  252 
124,  402 
192,  722 

W-3  

59.00 

119 

708.  00 

W-2  

32.  60 

318 

391.20 

W-l 

42.60 

377 

511.  20 

Total  . . . 

867 

439,  663 

Enlisted: 

E-9  

119.  20 

17 

1,  430.  40 

24, 315 
48,  307 
819,  586 
895,  860 
1,  067,  640 
377,  737 

E-8  

59.  20 

68 

710.  40 

E-7  

29.  20 

2,  339 

350.  40 

E-6  

21.00 

3,  555 
4, 100 

252. 00 

E-5  

21.70 

260.  40 

E-4 

9.  60 

3,  279 

115.  20 

Total  

13,  358 

3,  233,  445 

Total  basic  pay  increase 

Other  increases: 

Officer  responsibility  pay  for  Vi  year  only  (127  officers) 

Attendant  costs  resulting  from  the  rise  in  basic  pay: 

(а)  Terminal  leave  payments  and  reenlistment  bonus. 

(б)  Government  contribution  to  social  security  fund.. 

Total.. 


5,  403,  523 

60,000 

456,  477 
180,  000 


6, 100,  000 


CIVILIAN  PERSONAL  SERVICES 


Amount  of 
increase 


Grade: 

GS-16 
GS-15 
GS-14 
GS-13 
GS-12 
GS-11 
GS-10 
GS-9 
GS-8 
GS-7 
GS-6 
GS-5 
GS-4 
GS-3 
GS-2 
GS-1 

Increase  for  classified. 

Lapse  . 

Net  increase  for  classified  positions. 

Increase  for  keepers  and  light  attendants . 

Increased  cost  of  employment  Coast  Guard  yard. 

Part-time  employment,  lamplighters. 

Regular  pay  above  52-week  base. 

Territorial  cost  of  living  allowances. 

Additional  compensation  in  lieu  of  overtime  and  night  differential  pay. 

Government  contribution  to  civil  service  retirement  fund. 

Government  contribution  to  employee  insurance. 

Total. 


1 

$1,  365 

6 

7,  620 

6 

6,  585 

46 

44, 825 

71 

61, 235 

120 

89,  225 

19 

12,  470 

129 

77,  550 

16 

9,  050 

170 

88,  675 

81 

39, 195 

290 

128, 120 

511 

197,530 

385 

134,  960 

50 

16,790 

8 

2,490 

909 

917,  685 

-46,  950 

870,735 

44,  994 

60,  515 

37,500 

3,598 

(9. 068 

6,690 

63,  715 

3, 185 

1, 100,  000 

38932— 50 73 
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On  May  19,  1950,  an  explosion  occurred  at  the  loading  docks  in  South  Amboy, 
N.J.  Claims  exceeding  $22  million  were  made  against  the  United  States.  After 
much  work,  and  to  avoid  more  expensive  litigation  and  possible  large  judgments 
against  the  Government,  the  Attorney  General  approved  a compromise  settlement 
of  $400,000  for  121  claims  filed  against  the  United  States.  Since  the  U.S.  District 
Court  (N.J.)  has  already  approved  the  compromise  settlement,  the  Coast  Guard 
must  recognize  this  as  a legal  obligation. 

Effective  February  1,  1959,  the  new  allowance  rates  established  by  the  Depart- 
ment of  Defense  Overseas  Allowance  Study  Group  will  prevail  for  the  Hawaiian 
and  Alaskan  areas.  Quarters  and  subsistence  allowances  were  authorized  for 
the  Hawaiian  area  effective  August  11,  1958.  Since  the  1959  budget  did  not-, 
provide  for  these  costs  the  amount  required  will  be  $231,000. 

Post  Office  Department  Transportation,  1959 


Annual  appropriation,  1959 $475,  000,  000 

Estimated  obligations 516,  000,  000 

Estimated  supplemental 41,  000,  000 


Analysis  of  supplemental  request 


Activity  and  account 


Funds 

available 


Revised 

estimate 


Additional 

required 


W ater  transportation: 

Powerboat  service 

Foreign  mail  transportation- 

subtotal 


Highway  transportation: 

Star  route  service 

Short  haul  truck  service. 
Mail  messenger  Service- 
Highway  post  offices 


Subtotal 

Rail  transportation:  Railroad  service. 


Air  transportation: 

Domestic  air  mail  service. 
Foreign  air  mail  service. .. 


Subtotal 

Terminal  and  transportation  charges  by  foreign  countries. 

Total  transportation 


$3, 128, 000 
11,  541, 000 


14,669,000 


45,  570, 000 
13, 960,  000 
20,  878, 000 
6, 020, 000 


86, 428, 000 

304, 142, 000 


42. 399. 000 

19. 102. 000 


61,  501,  000 
8,  260, 000 


475, 000,000 


$3, 128, 000 
11,541,000 


14, 669, 000 


45,  570, 000 

13. 960. 000 

20. 878. 000 

6,020,000 


86, 428, 000 

345, 142, 000 


42, 399, 000 
19, 102,  000 


61,  501. 000 
8,  260,000 


516, 000, 000 


$41,000,000 


41, 000, 000 


JUSTIFICATION 


In  its  order  of  December  30,  1957,  the  Interstate  Commerce  Commission 
increased  the  mail  pay  rate  for  the  southern  and  western  railroads.  The  rates 
of  pay  for  the  southern  railroads  were  increased  6 percent  from  July.  1,  1957,  to 
August  31,  1957,  and  13.5  percent  on  and  after  September  1,  1957.  The  rates 
of  pay  for  the  western  railroads  were  increased  7.5  percent  effective  July  1,  1957. 
The  effect  of  this  order  was  to  increase  railroad  costs  $14  million  in  fiscal  year 
1959. 

Interstate  Commerce  Commission  order  of  June  23,  1958,  increased  mail  pay 
rates  for  the  eastern  railroads  20  percent  from  July  3,  1956,  to  October  31,  1956; 
25  percent  from  November  1,  1956,  to  October  31,  1957;  and  30  percent  from 
November  1,  1957,  to  September  30,  1958.  After  September  30,  1958,  the  multi- 
element feature  of  the  applicable  rates  should  produce  a mail  ■ pay  increase  of 
30  percent,  when  coupled  with  the  changeover  from  “authorized  service”  to 
“space-used  service.” 

The  effect  of  the  rate  increase  applicable  to  the  eastern  railroads  was  to  increase 
mail  pav  in  1959  by  $34  million. 

In  fiscal  year  1959  the  combined  cost  of  the  southern,  western,  and  eastern 
railroad  rate  increases  is  estimated  at  $48  million.  In  considering  the  various 
factors  relative  to  the  new  system  and  new  rates,  it  is  estimated  that  $7  million 
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of  the  rate  increase  in  1959  will  be  absorbed  within  funds  now  available.  The 
net  additional  amount  required  is  thereby  reduced  to  $41  million. 

The  language  for  this  supplemental  appropriation  is:  “For  an  additional  amount 
for  ‘Transportation/  fiscal  year  1959,  $41, 000, 000. ” 


Program  and  financing 


Presently 

available 

Revised 

estimate 

Difference 

Program  by  activities: 

1.  Water  transportation 

$14, 669, 000 
86, 428, 000 
304, 142, 000 
61,  501,  000 

8,  260,  000 

$14,  669, 000 
86, 428, 000 
345, 142,  000 
61,  501,  000 

8,  260,  000 

2.  Highway  transportation  _ 

3.  Rail  transportation.  

+$41, 000, 000 

4.  Air  transportation.  . ..  ..  

5.  Terminal  and  transportation  charges  by  foreign 
countries 

Total  obligations 

475,  000,  000 

516,  000,  000 

+41, 000, 000 

Financing:  Appropriation  or  estimate 

475, 000,  000 

516,  000,  000 

+41,  000,  000 

Obligations  by  objects 

Presently 

available 

Revised 

estimate 

Difference 

03  Transportation  of  things 

$475, 000, 000 

$516,  000,  000 

+$41,  000, 000 

Post  Office  Department 
Payment  for  Public  Services,  1959 


(Out  of  the  general  fund) 


Anaylsis  of  appropriation  request 

Activity:  1969  estimated 

(1)  Total  loss  on  free  and  preferred  rate  mail $128,  236,  000 

(2)  Loss  on  operation  of  star  route  system  and  3d-  and  4th- 

class  offices 

(3)  Loss  on  nonpostal  services  for  other  agencies 16,  988,  000 

(4)  Loss  on  special  services, 24,891,000 

(5)  Cost  of  excess  rates  paid  to  foreign  air  carriers 1,  141,  000 


Total 171,259,000 


GENERAL  STATEMENT 

The  Postal  Policy  Act  of  1958  (title  1,  Public  Law  85-426),  approved  May  27, 
1958,  lists  certain  public  services  performed  by  the  Post  Office  Department  and 
authorizes  the  appropriation  of  such  amounts  as  Congress  may  deem  to  be  loss 
attributable  to  these  services  based  upon  estimates  submitted  to  the  Congress. 
The  amounts  thus  appropriated  each  year  are  to  be  paid  into  the  postal  fund  as 
revenue  from  the  general  fund  of  the  Treasury.  These  apporpirations  do  not 
carry  with  them  any  additional  obligational  or  expenditure  authority  for  the  Post 
Office  Department. 

The  appropriation  is  merely  a device  by  which  the  Congress  itself  will  establish 
each  year  the  portion  of  the  Department’s  net  cost  which  should  be  borne  by  the 
general  taxpayer.  The  remaining  portion  should  be  paid  for  by  the  users  of  the 
postal  services  in  accordance  with  the  provisions  of  the  Postal  Policy  Act. 

In  the  closing  weeks  of  the  2d  session  of  the  85th  Congress,  after  the  passage  of 
the  Postal  Policy  Act,  estimates  of  public  service  losses  for  fiscal  year  1959  were 
Submitted  for  the  first  time  to  the  Senate  Committee  on  Appropriations  with 
the  request  for  the  inclusion  of  an  appropriation  for  this  purpose  in  the  supple- 
mental appropriation  bill,  1959,  tnen  under  consideration  by  that  committee. 
The  committee  deferred  action  on  the  request  and  recommended  that  it  be 
resubmitted  at  the  next  session  of  Congress. 
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The  estimates  for  public  service  losses  as  compiled  by  the  Department  are 
based  on  actual  experience  for  fiscal  year  1957  adjusted  for  changes  in  cost  and 
volume  anticipated  for  1959.  Costs  used  in  these  estimates  are  the  fully  allocated 
costs  as  developed  by  cost  ascertainment  system  procedures.  Revenues  or 
reimbursements,  if  any,  for  tne  various  services  involved  are  also  computed  by 
e«.  i a - eert  aii  i men  t methods  and  applied  against  related  costs  in  arriving  at  the 
estimated  losses  to  be  reimoursed  from  the  general  fund  of  the  Treasury. 

In  preparing  C'e  estimates  called  for  under  Public  Law  85-426  (sec.  104(a)), 
the  Department  as  experienced  some  difficulties  and  lias  encountered  inequities 
from  t he  point  of  \ iew  of  the  general  taxpayer  which  it  believes  call  for  amending 
le  j lat ion.  This  .situation  was  foreseen  by  the  President  at  the  time  he  approved 
the  bill  on  May  27,  1958,  when  he  said,  in  part: 

‘‘There  an*  in  the  bill  several  matters  which  cause  me  grave  concern.  The  first 
is  the  excessive  amount  of  postal  service  costs  which  are  assessed  against  the 
l .S.  Treasury.  Certain  items  identified  as  ‘public  services,’  such  as  the  star  route 
system,  are  not  services  at  all  but  are  basic  components  of  the  system  of  moving 
mail  between  post  offices.  The  consequence  of  this  misconstrual  of  the  public 
services  performed  by  the  Post  Office  Department  is  to  burden  the  Treasury  an- 
nually with  $100  million  or  more  of  operating  costs  which  logically  and  equitably 
should  be  paid  by  the  users  of  the  mails  by  means  of  proper  rates  of  postage. 
The  concept  of  public  service  which  is  inherent  in  the  bill  is  clearly  in  error  and 
without  precedent.  The  true  measure  of  the  cost  of  the  public  services  performed 
by  the  Post  Office  Department  is  the  loss  of  revenue  arising  from  specific  rate  con- 
cessions made  under  the  law  to  certain  subclasses  of  mail  users.  I am  hopeful  that 
the  Congress  will  review  section  104  with  a view  toward  restating  the  public  servics 
of  the  Post  Office  Department  to  conform  with  this  concept.” 

In  the  case  of  paragraph  (2)  of  subsection  104(a),  the  Department  has  submitted 
no  estimates  for  any  losses  that  may  be  attributable  to  the  operation  of  star  routes 
and  third-  and  fourth-class  post  offices,  for  the  reason  that  it  knows  of  no  practi- 
cable wav  such  losses,  if  any,  may  be  determined.  The  reasons  for  this  conclusion 
are  outlined  in  the  paragraphs  immediately  following. 

To  understand  why  the  Department  has  been  unable  to  determine  the  loss  re- 
sulting from  the  operation  of  star  routes  and  third-  and  fourth-class  offices,  re- 
ferred to  in  paragraph  (2),  it  is  necessary  to  recognize  the  fundamental  difference 
between  (a)  the  activities  covered  by  this  paragraph  which  are  functional  parts  of 
the  postal  system  itself  and  for  which  no  fees  are  charged  as  such  and  (6)  classes  or 
types  of  service  offered  by  the  system  to  its  users,  such  as  first-class  mail,  second- 
class  mail,  money  orders,  registry,  etc.,  for  which  specific  rates  or  fees  are  charged. 
Both  the  costs  and  revenues  attributable  to  each  of  the  various  classes  of  service  in 
the  latter  category  have  been  determined  for  many  years  by  the  cost  ascertain- 
ment svstem  as  required  by  act  of  Congress  (39  U.S.C.  826)  and  adequate  data 
with  respect  to  losses  under  the  various  classes  and  subclasses  mail  are  currently 
available. 

The  loss  or  gain  on  the  operation  of  functional  segments  of  the  postal  system 
itself,  however,  involves  an  entirely  hypothetical  concept  for  which  no  adequate 
data,  to  our  knowledge,  has  ever  been  developed,  if  indeed  a generally  satis- 
factory basis  for  developing  it  can  even  be  conceived.  To  determine  the  loss 
assignable  to  the  operation  of  the  functional  segments  of  the  postal  network 
referred  to  in  paragraph  (2)  would  seem  to  require  (a)  the  allocation  of  general 
regional  and  headquarters  expenses,  including  research  to  these  functional  seg- 
ments to  arrive  at  their  total  cost,  (6)  the  determination  of  the  revenues  received 
from  just  that  mail  which  actually  moves  through  those  functional  segments, 
including  mail  originating  at  other  points,  as  well  as  mail  originating  at  these 
segments  and  moving  elsewhere,  and  (c)  an  allocation  of  an  appropriate  portion 
of  such  revenues  to  these  specified  functional  segments. 

The  development  of  the  basic  data  required  under  the  steps  enumerated  would 
necessitate  extensive  studies  that  in  the  end  would  prove  useless  since  the  Depart- 
ment knows  of  no  way  by  which  most  of  the  revenues  to  be  determined  under 
step  (2)  could  be  equitably  allocated  to  star  routes,  third-  and  fourth-class  offices, 
or  any  other  functional  segment  of  the  postal  network.  Only  the  revenue  from 
such  small  portion  of  mail  as  may  be  originated  and  delivered  by  the  same 
functional  segment  of  the  system  would  present  no  allocation  problem,  once  it 
was  isolated  and  determined.  The  revenues  from  all  other  mail  moving  through 
these  functional  segments  would  have  to  be  allocated  in  varying  degrees  to  other 
functional  segments  according  to  where  the  mail  came  from  and  where  it  went. 
In  such  a study,  originating  offices,  each  medium  of  transportation  used,  and 
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delivering  offices  are  each  entitled  to  an  equitable  share  of  the  revenue  generated 
by  the  mail  which  they  handle.  How  such  allocations  could  be  made,  even  if 
the  traffic  pattern  for  the  mail  handled  by  each  functional  segment  concerned 
wTere  known,  the  Department  has  been  unable  to  determine. 

Finally,  it  should  also  be  noted  that  the  losses  called  for  in  paragraph  (2)  dupli- 
cate to  an  undetermined  extent  losses  provided  for  under  paragraph  (1).  For  ex- 
ample, the  loss  of  $63  million  on  newspapers  and  periodicals  carried  at  reduced 
postage  rates  for  certain  nonprofit  organizations  contains  both  costs  and  revenues 
that  would  also  be  allocable  to  star  routes  and  third-  and  fourth-class  post  offices 
under  paragraph  (2).  While  it  is  believed  that  no  duplication  of  losses  chargeable 
to  the  Treasury  was  intended,  the  elimination  of  this  duplication  would  present 
the  same  problems  of  allocation  of  costs  and  revenue  posed  by  paragraph  (2)  itself. 

In  the  present  submission,  therefore,  the  Department  of  necessity  must  take 
the  position  it  took  when  first  submitting  estimates  under  section  104(a),  to  the 
Congress  last  summer;  viz,  that  there  is  no  practical  basis  for  developing  esti- 
mates for  the  loss  under  paragraph  (2)  and,  therefore,  no  appropriation  is  requested 
for  such  loss.  The  Comptroller  General  has  confirmed  the  impracticability  of 
developing  such  estimates  of  loss  with  any  real  credibility,  in  his  report  of  July 
21,  1958,  to  the  Senate  Committee  on  Appropriations  written  in  response  to 
questions  raised  by  the  chairman  of  that  committee  concerning  the  computation 
of  public  service  costs.  The  pertinent  portions  of  his  report  are  as  follows: 

"Star-route  system  and  third-  and  fourth-class  post  offices 

"The  Department  is  not  requesting  an  appropriation  for  the  loss  resulting  from 
the  operation  of  the  star-route  system  and  third-  and  fourth-class  post  offices. 
The  Department  takes  the  position  that  the  loss  (or  gain)  for  the  star-route  system 
and  third-  and  fourth-class  post  offices  has  never  been  developed  by  its  cost- 
ascertainment  system,  and  that  the  Department  knows  of  no  practical  and 
generally  acceptable  way  by  which  such  data  may  be  developed. 

"We  agree  that  there  is  no  information  currently  available  upon  which  to  base 
an  estimate  of  the  loss,  if  any,  which  would  be  attributable  to  these  operations. 
To  determine  such  loss  (or  gain)  it  would  be  necessary  to  assign  some  portion  of 
the  postage  collected  on  each  item  carried  on  a star  route  or  handled  in  a third-  or 
fourth-class  post  office  and  match  that  assigned  revenue  to  the  cost  of  the  opera- 
tion. A system  established  to  provide  this  information  would  be  complicated, 
costly,  and  would  involve  judgment  allocation  factors  which  would  be  subject  to 
question.” 

Toial  loss  on  free  and  preferred  rate  mail,  subsection  104(a)(1),  $ 128,236 ,000 

This  estimate  covers  the  larger  of  two  amounts,  computed  under  different  inter- 
pretations of  the  statute,  as  to  the  total  loss  resulting  from  the  transmission  of 
matter  in  the  mails  free  of  postage,  or  at  reduced  rates  of  postage.  The  Post 
Office  Department  has  consistently  expressed  the  viewT  that  the  "loss"  on  mails 
moving  at  reduced  rates  of  postage  is  the  amount  of  revenue  which  is  foregone 
owing  to  the  application  of  such  reduced  rates,  as  compared  with  the  rates  other- 
wise payable.  Under  this  interpretation  a total  loss  of  about  $29.5  million  is 
attributable  to  the  public  services  enumerated  in  subsection  104(a)(1). 

If,  hov/ever,  the  "total  loss"  is  interpreted  to  mean  the  difference  between 
revenues  received,  if  any,  and  the  expense  attributable  to  the  categories  of  mail 
specified,  the  amount  is  $128.2  million.  The  difference  between  the  two  amounts, 
about  $98.7  million,  represents  the  deficiency  in  the  basic  rates  established  for  the 
various  classes  of  mail  involved.  It  would  appear  to  be  inequitable  to  charge  the 
general  taxpayer  with  the  portion  of  the  loss  attributable  to  differences  in  basic 
rates. 
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Tin*  following  statement  shows  the  revenues  received,  expenses  allocated,  and 
“total  loss”  sustained  on  each  of  the  categories  of  mail  enumerated  b}7  the  act: 


Sub- 

section 

reference 

104(a)(1) 


(A) 

(B) 

(C) 

(D) 

(E) 

(F) 

(G) 

(H) 

d) 

(J) 

(K) 

(L) 


Category 


Reduced  rate  mailings:  Newspapers  and  period- 
icals of  certain  nonprofit  organizations 

Official  mailings:  Pan  American  Union 

2d-class  free-in-county  mail 

Free-for-the-blind  matter 

Free  mails:  Diplomatic  corps  of  Pan  American 

Union  countries 

Publications  for  blind  at  reduced  postage  rates 

Free  mailing  privileges  to  Pan  American  Sanitary 

Bureau  

Free  mailing  privileges:  Certain  individuals 

(widows  of  Presidents) 

Reduced  rail  mailings:  Exempt  2d-class  publica- 
tions for  religious  and  classroom  use 

Reduced  rate:  Exempt  3d-class  mailings  of  non- 
profit organizations 

Free  mailing  privileges,  absentee  ballots 

Reduced  rate  mailings:  Books 

Reduced  rate  mailings:  Literary  books i 


Total  . 


Analysis  of  loss  (in  thousands  of  dollars) 
1959 


Estimated 

revenue 


$5, 309 


13 


(9 

531 

12,662 


25,  739 
739 

44, 993 


Estimated 

expense 


$68, 676 
64 
15, 729 
1,098 

49 

68 

4 

(9 

3,302 

43,262 


38, 051 
2, 926 

173, 229 


Total  loss 


$63, 367 
64 
15, 729 
1,09$ 

49 

55 


(9 


2,771 
30, 600 


12, 312 
2, 187 

128, 236 


i Included  in  item  (E), 


This  estimate  was  computed  as  the  difference  between  revenues  received,  if  any, 
and  the  expense  attributable  to  the  categories  of  mail  specified,  which  difference 
amounts  to  $128,236,000.  The  total  loss  on  each  category  of  mail  was  computed 
by  comparing  total  expenditures  for  each  with  total  revenue,  if  any,  which  was 
received  for  each  respective  category  involved. 

The  total  revenue  and  expenditures  attributable  directly  or  indirectly  to  ^auh 
category  of  service  was  developed  by  the  use  of  the  statistical  and  accounting 
procedures  of  the  cost  ascertainment  system. 

An  estimate  for  (K),  free  mailing  privilege,  absentee  ballots,  was  not  included 
because  it  will  require  an  intensive  study  over  a considerable  period  of  time  to 
determine  not  only  the  extent  to  which  the  mails  are  used  for  this  purpose,  but  in 
addition  a complete  analysis  by  States  of  election  laws  and  the  extent  to  which 
absentee  balloting  is  permitted  their  citizens  in  primary  elections  as  well  as  general 
elections. 

Loss  on  nonpostal  services  for  other  agencies,  subsection  104(a)(3),  $16,988,000 

Analysis  of  loss 


[In  thousands  of  dollars] 


Category 

1959 

Estimated 

reimburse- 

ments 

Estimated 

expense 

Total  loss 

Custodial  and  related  services  to  public  buildings - --- 

Services  for  Civil  Service  Commission 

$462 

$13, 963 
i 2, 465 
1,192 
411 
209 

$13,  501 
2, 465 
402 
411 
209 

Sale  of  U.S.  savings  bonds  and  stamps 

Sale  of  documentary  stamps  - 

790 

Official  District  of  Columbia  mail  messenger  service  . 

Total - - 

1,252 

18,  240 

16, 988 

1 Excludes  civil  service  functions  related  to  past  office  personnel,  estimated  at  $1,250,000  per  annum. 
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In  considering  this  loss  it  should  be  noted  that  there  are  certain  expenditures 
made  by  other  Government  agencies  for  the  direct  benefit  of  the  postal  service 
but  which  are  not  reimbursed  to  such  other  agencies  by  the  Department.  The 
cost  of  these  services  performed  for  the  post  office  by  other  agencies  without 
reimbursement  is  estimated  to  amount  to  approximately  $40  million  for  fiscal 
1959.  On  balance,  therefore,  it  would  appear  that  in  this  area  of  activity,  rather 
than  there  being  any  public  service  loss,  there  is  actually  a net  gain  to  the  postal 
service,  and  the  Congress  may  wish  to  take  this  into  account  in  their  determination 
of  public  service  loss. 

Loss  on  special  services,  subsection  104(a)(4),  $24,894,000 

Analysis  of  loss 
[In  thousands  of  dollars] 


Category 

1959 

Estimated 

revenue 

Estimated 

expense 

Total  loss 

Registry 

$37, 389 
26, 331 
12,  719 
36, 275 
70.  715 
10,  363 
26,  048 
6.  788 
17, 379 

$46, 158 
23, 652 
22, 435 
45,  434 
79,  318 
4,781 
27,  343 
5, 181 
14,  599 

$8,  769 
(2. 679) 
9.716 
9. 159 
8,603 
(5,  582) 
1,  295 
(1.607) 
(2, 780) 

Insurance 

Collect  on  delivery 

Special  delivery.  L 

Money  orders 

Postal  savings 

Box  rents...  

Certified  mail... 

Stamped  envelope  service 

Total 

244,  007 

268,  901 

24,  894 

Note. — Figures  in  parentheses  ( ) denote  excess  of  revenue  over  expenditure. 


This  request  provides  for  the  estimated  loss  incurred  in  performing  special 
services  such  as  cash  on  delivery,  insured  mail,  special  delivery,  and  money 
orders.  Prior  to  enactment  of  Public  Law  85-426  it  was  anticipated  that  special 
services  would  break  even  in  fiscal  1958  as  a result  of  the  substantial  rate  increases 
instituted  on  July  1,  1957.  The  additional  costs  of  pay  and  retirement  sub- 
sequently occasioned  by  that  law  and  other  legislation  will  now  result  in  a net 
loss  in  fiscal  1959  for  this  group  of  services.  While  this  loss  may  be  of  temporary 
nature  pending  further  possible  adjustments  in  special  service  fees,  it  is  never- 
theless necessary  to  include  this  loss  in  this  request  for  fiscal  1959  pending  the 
results  of  further  study. 

Cost  of  excess  rates  paid  to  foreign  air  carriers , subsection  104(a)(5),  $1,141,000 

This  covers  the  estimated  additional  cost  in  fiscal  1959  of  transporting  U.S. 
mail  by  foreign  air  carriers  at  a Universal  Postal  Union  rate  in  excess  of  the 
rate  prescribed  for  U.S.  carriers.  The  employment  of  foreign  air  carriers  at 
higher  rates  of  compensation  is  clearty  in  the  interests  of  the  United  States  since 
foreign  nations  in  turn  employ  U.S.  carriers  at  these  higher  rates.  The  addi- 
tional revenues  received  by  U.S.  carriers  have  contributed  to  the  termination  of 
subsidy  payments  to  American  overseas  airlines  by  the  Civil  Aeronautics  Board. 
The  excess  cost  of  transportation  caused  bv  this  arrangement  in  1959  amounted 
to  $1,141,000. 


Payment  for  Public  Services,  Post  Office,  1959,  Out  of  the  General  Fund 


Program  and  Financing 

Program  by  activities : 1959  estimate 

1.  Total  loss  on  free  and  preferred  rate  mail $128,  236,  000 

2.  Loss  on  non-postal  services  for  other  agencies 16,  988,  000 

3.  Loss  on  special  services 24,  894,  000 

4.  Cost  of  excess  rates  paid  to  foreign  air  carriers 1,  141,  000 


Total  obligations 171,  259,  000 

Financing: 

Payment  for  public  services: 

Appropriation:  General  Fund 171,  259,  000 
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Object  Classification 
II  Grants,  subsidies,  and  contribution 


1959  estimate 

$171,  259,  000 


Total  obligations 171,  259,  000 

West  Virginia  Projects 
Letter  From  Senator  Randolph 

Senator  Magnuson.  A letter  received  from  Senator  Randolph  on 
the  subject  of  additional  appropriations  on  projects  in  West  Virginia 
will  be  inserted  in  the  record. 

(The  letter  referred  to  follows :) 

United  States  Senate, 

Committee  on  Labor  and  Public  Welfare, 

April  15,  1959. 

Hon.  Carl  Hayden, 

Chairman , Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman:  I desire  to  associate  myself  with,  my  able  colleague, 
Senator  Robert  C.  Byrd  of  West  Virginia,  in  requesting  the  Senate  Committee 
on  Appropriations  to  consider  additional  appropriations  for  authorized  rivers  and 
harbors  and  flood  control  projects  in  the  State  of  West  Virginia.  Likewise, 
appropriations  are  needed  to  provide  for  forest  research  facilities  in  West  Virginia 
and  for  work  projects  in  the  Monongahela  National  Forest,  as  well  as  for  construc- 
tion of  armories  which  already  have  the  sanction  of  congressional  authorization. 

These  requests  relate  to  items  for  consideration  in  connection  with  the  reporting 
of  the  second  supplemental  appropriations  bill,  1959.  • 

Specifically,  Mr.  Chairman,  an  appropriation  of  $2  million  for  the  Summersville 
Reservoir  project;  $500,000  for  the  Brush  Creek  flood  control  project  at  Princeton, 
W.  Va.;  $500,000  for  the  Meadow  River  flood  control  project;  and  $71,000  for 
the  Williamson  floodwall  project — -amounting  to  additional  appropriations  of 
$3,071,000  this  year,  would  be  most  helpful  to  further  these  important  projects. 

The  U.S.  Army  Corps  of  Engineers  report  the  need  for  $500,000  during  the 
coming  fiscal  year  for  the  Brush  Creek  flood  control  project.  Preconstruction 
and  preengineering  surveys  indicate  the  total  cost  of  this  flood  control  facility 
will  be  $1,495,000;  Federal  expenditures  of  $1,085,000  and  non-Federal  expendi- 
tures of  $410,000. 

Likewise,  the  Corps  of  Engineers  advise  that  they  can'  use  this  coming  fiscal 
year  $500,000  for  the  Meadow  River  flood  control  project,  the  total  cost  of  which 
has  been  estimated  at  $970,000;  $840,000  Federal  and  $130,000  non-Federal. 

For  the  highly  important  Summersville  Reservoir,  I join  Senator  Byrd  in 
recommending  an  appropriation  of  $2  million  in  the  1959  supplemental  appro- 
priation bill  because  the  early  completion  of  this  project  is  a matter  of  vital  con- 
cern to  the  people,  existing  industries,  and  the  industrial  growth  of  the  Kanawha 
Valley  area  of  West  Virginia.  This  project  assumes  proportions  of  unusual  signi- 
ficance in  that  it  would  go  beyond  the  provision  of  flood  control  protection  by 
also  providing  much  needed  evenness  and  ampleness  of  flow  of  water  for  industrial 
usages  in  the  great  Kanawha  Valley.  Furthermore,  in  the  light  of  the  acute 
unemployment  problem  in  our  State,  the  Summersville  Reservoir  would  not  only 
provide  work  during  the  construction  phases  but,  indeed,  would  help  secure  the 
employment  of  thousands  of  persons  working  in  industrial  plants  in  the  Kanawha 
Valley  which  require  great  quantities  of  waterflow.  Expansion  of  existing  plants, 
as  well  as  construction  of  new  and  diversified  manufacturing  facilities  in  that 
great  valley  hinge  in  large  measure  upon  this  important  factor. 

There  is  urgent  need,  too,  Mr.  Chairman,  for  appropriations  to  increase  develop- 
ment work,  structural  inprovement,  and  productivity,  as  well  as  to  make  facilities 
available  for  both  forest  products  research  and  forest  protection  purposes  in 
West  Virginia’s  national  forest  lands.  To  provide  moneys  for  these  purposes 
would  be  to  achieve  the  beneficial  results  of  providing  further  needed  employment 
and  vastty  improving  conservation,  productivity,  and  the  recreational  potential 
of  national  forests  in  the  beautiful  mountain  State  of  West  Virginia. 

I am  impressed  by  the  data  accumulated  by  my  colleague,  Senator  Byrd, 
through  the  good  offices  of  the  staff  of  your  committee,  data  which  demonstrates 
that  employment  for  approximately  1,000  men  could  be  provided  for  the  remainder 
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of  fiscal  1959  in  West  Virginia  through  the  activation  of  projects  to  accomplish 
the  purposes  mentioned  above.  Prospective  employment  • and  enlargement  of 
beneficial  results  to  the  forest  lands  during  fiscal  1960  would  be  even  greater. 

Turning  to  the  subject  of  National  Guard  armories,  additional  Federal  funds 
approximating  $913,000  are  needed  for  the  construction  of  already  authorized 
armories  in  five  locations  which  are  in  areas  of  considerable  unemployment, 
namely,  Keyser,  Logan,  Gassaway,  Weston,  and  Clarksburg.  Several  of  these 
communities  are  quite  likely  to  supplement  presently  contemplated  local  share 
appropriations  if  the  needed  amounts  of  Federal  funds  are  appropriated.  There 
would  be  important  economic,  as  well  as  defense  benefits  in  appropriations  for 
these  purposes  in  West  Virginia  at  this  particular  time. 

Mr.  Chairman,  I would  point  out  that  West  Virginia  participates  only  slightly", 
when  compared  with  most  States,  in  defense  appropriations.  Thus,  our  State 
has  not  had  the  economic  shot  in  the  arm  from  this  source  that  has  accrued  to 
many  of  our  sister  States.  Public  works  and  work  projects  of  the  nature  de- 
scribed and  for  which  appropriations  are  requested  in  this  letter  would  be  of  very 
material  assistance  to  a State  which  has  at  least  12.5  percent  of  its  available  labor 
force  in  unemployed  status  and  an  additional  portion  of  that  force  in  a partially 
employed  status. 

Sincerely  \ our^,  Jennings  Randolph,  U.S.  Senator. 


House  Concurrent  Resolution  No.  24 

April  15,  1959. 

Mr.  C.  A.  Blankenship, 

Clerk , West  Virginia  Legislature , House  of  Delegates , 

Charleston,  W.  Va. 

Dear  Mr.  Blankenship:  I have  received  copy  of  House  Concurrent  Resolution 
No.  24,  urging  the  appropriation  of  funds  for  the  construction  of  Summersville 
Dam  on  the  Gauley  River. 

House  Concurrent  Resolution  No.  24  will  be  brought  to  the  attention  of  the 
committee  for  its  information  and  consideration. 

Yours  very  sincerely, 

Carl  Hayden,  Chairman. 
House  Concurrent  Resolution  No.  24 


(By  Mr.  Frazer) 


memorializing  the  congress  to  appropriate  funds  to  start  construction 

OF  THE  PROPOSED  SUMMERSVILLE  DAM  ON  THE  GAULEY  RIVER 

Whereas,  the  construction  of  a dam  on  the  Gauley  River  at  Summersville, 
W.  Va.,  has  been  authorized  by  the  Congress  as  approved  by  the  U.S.  Army  Engi- 
neers, but  no  appropriation  of  funds  has  been  made  to  start  construction  of  said 
dam;  and 

Whereas  completion  of  this  dam  would  be  a prime  factor  in  boosting  industrial 
development  along  West  Virginia’s  Great  Kanawha  River,  where  water  pollution 
is  a deterrent  to  further  industrial  development,  since  with  controlled  flows  from 
the  big  reservoir  proposed  on  the  Gauley  this  pollution  could  be  largely  abated, 
and  the  proposed  dam  would  provide  flood  protection  and  contribute  to  soil  con- 
servation; and 

Whereas  construction  of  this  dam  could  mean  much  to  the  State  of  West  Vir- 
ginia in  the  way  of  economic  aid  and  furnish  employment  in  one  of  the  hardest 
hit  areas  of  the  State,  embracing  the  counties  of  Fayette  and  Nicholas;  and 

Whereas  more  than  $500,000  has  been  spent  on  planning  this  dam  and  pre- 
liminary work  has  advanced  to  the  stage  where  actual  construction  can  now  begin, 
and  the  Army  Engineers  have  said  $2  million  can  be  used  to  advantage  on  the  dam 
during  the  year  starting  next  July  1:  Therefore  be  it 

Resolved  by  the  house  of  delegates , the  senate  concurring  therein , That  the  Legisla- 
ture of  West  Virginia  does  hereby  memorialize  the  Congress  of  the  United  States 
to  appropriate  not  less  than  the  recommended  $2  million  to  start  the  construction 
of  this  dam  during  the  next  fiscal  year;  and  be  it  further 
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Resolved , That  the  clerk  of  the  house  of  delegates  transmit  a copy  of  this  resolu- 
tion to  the  Honorable  Carl  Hayden  and  the  Honorable  Clarence  Cannon,  chairmen 
of  the  Senate  and  House  Appropriations  Committees,  respectively,  of  the  Congress 
of  the  United  States,  and  to  the  West  Virginia  Members  of  the  Congress. 

I,  C.  A.  Blankenship,  clerk  of  the  House  of  Delegates  of  the  West  Virginia 
Legislature,  hereby  certify  that  the  foregoing  is  a true  copy  of  House  Concurrent 
Resolution  No.  24  as  adopted  on  March  11,  1959. 

C.  A.  Blankenship,  Clerk. 


Department  of  the  Army 
Letter  From  Senator  Gruening 


MILK  ISSUED  TROOPS  IN  ALASKA 


Senator  Magnuson.  A letter  received  from  Senator  Gruening  will 
be  inserted  in  the  record. 

(The  letter  referred  to  follows:) 


U.S.  Senate, 

Washington , D.C.,  April  15,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 
lT.S.  Senate,  Washington,  D.C. 

Dear  Senator:  Senator  Bartlett  and  I are  very  much  distressed  that  in  the 
Army  issue  to  our  troops  in  Alaska,  grade  C,  reconstituted  milk  is  used.  This 
is  not  the  case  in  tthe  other  48  States,  where  fresh  grade  A,  whole  milk  is  issued 
to  the  troops. 

We  both  would  very  much  appreciate  if  a statement  could  be  put  in  the  supple- 
mental defense  appropriation  bill  which,  I understand,  is  about  to  be  marked  up 
that  it  is  the  sense  of  the  committee  that  this  discrimination  be  eliminated  and 
that  the  same  quality  of  milk  be  supplied  to  troops  in  Alaska  as  supplied  in  the 
other  48  States. 

I will  greatly  appreciate  your  support. 

Thanking  you  very  much,  I remain, 

Very  sincerely  yours, 

Ernest  Gruening. 


Senator  Magnuson.  We  will  adjourn  until  10:30  tomorrow  morning 
when  we  bring  up  the  legislative  deficiencies. 

(Whereupon,  at  5 p.m.,  Monday,  April  13,  1959,  the  committee 
adjourned  to  reconvene  at  10:30  a.m.,  Tuesday,  April  14,  1959.) 
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TUESDAY,  APRIL  14,  1959 

U.S.  Senate, 

Committee  on  Appropriations, 

Washington , D.C. 

The  committee  met  at  10:30  a.m.,  pursuant  to  recess,  in  room  1224, 
New  Senate  Office  Building,  Hon.  Carl  Hayden  (chairman)  presiding. 

Present:  Chairman  Hayden,  Senators  Chavez,  Ellender,  Stennis, 
Young,  and  Allot t. 

LEGISLATIVE  BRANCH 

Architect  of  the  Capitol 

STATEMENTS  OF  J.  GEORGE  STEWART,  ARCHITECT  OF  THE 
CAPITOL;  CHARLES  A.  HENLOCK,  ADMINISTRATIVE  OFFICER 
UNDER  THE  ARCHITECT  OF  THE  CAPITOL;  PHILIP  L.  ROOF, 
EXECUTIVE  ASSISTANT  TO  ARCHITECT  OF  THE  CAPITOL; 
JAMES  H.  BANKS,  SECOND  ASSISTANT  ARCHITECT  OF  THE 
CAPITOL;  AND  J.  LEWEY  CARAWAY,  SUPERINTENDENT  OF 
SENATE  OFFICE  BUILDINGS 

Opening  Statement  by  the  Chairman 

Chairman  Hayden.  The  committee  will  be  in  order. 

Senator  Stennis,  the  chairman  of  the  subcommittee,  will  proceed 
with  the  examination  of  witnesses. 

Senator  Stennis.  Mr.  Chairman,  we  have  three  items  here  that 
will  be  presented  by  the  Architect  of  the  Capitol.  I have  had  a 
brief  conference  with  these  gentlemen  yesterday,  with  reference  to 
the  high  points  of  the  items  that  they  were  going  to  present,  and  they 
already  have  presented  pretty  much  of  an  outline  of  it,  I think,  about 
as  far  as  they  could  go,  especially  their  supplemental  outline,  that 
they  have  ready  to  present  this  morning. 

The  main  point  is  $750,000  for  construction  and  equipment  of  the 
New  Senate  Office  Building,  and  a request  for  S293,200  for  furniture 
and  furnishings  for  the  New  Senate  Office  Building,  and  a request  for 
$4  million  for  the  extension  of  the  Capitol  project. 

FURNITURE  AND  FURNISHINGS  FOR  NEW  BUILDING 

Just  as  a beginner,  this  item  here  for  the  furniture  and  furnishings 
is  almost  exclusively  to  complete  the  fuiTushing  of  these  40  additional 
presently  unfurnished  rooms,  and  I recall  that  we  reduced  that  sum 
last  time  from  about  $1.3  million  down  to  $1  million.  So  this  request, 
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after  all,  is  more  or  less  in  line  with  the  original  estimates  that  were 
prepared. 

Now,  Mr.  Stewart  has  the  benefit  of  the  bids  that  he  got  and  just 
what  he  did  do  with  reference  to  the  projects  that  he  already  ordered. 
I think,  Mr.  Chairman,  we  will  just  ask  Mr.  Stewart  to  proceed  in  his 
own  way  with  reference  to,  first,  the  $750,000  for  construction  and 
equipment,  and  explain  how  that  came  about,  the  fine  points  of  it, 
and  insert  any  detailed  breakdown  that  you  may  have. 

CONSTRUCTION  AND  EQUIPMENT 

Mr.  Stewart.  Mr.  Chairman  and  members  of  the  committee,  the 
estimate  of  $750,000  was  submitted  at  the  direction  of  the  Senate 
Office  Building  Commission. 

The  total  authorized  limit  of  cost  for  construction  and  equipment 
of  the  additional  Senate  Office  Building,  fixed  by  the  Second  Deficiency 
Appropriation  Act,  1948,  as  amended  by  the  Legislative  Branch 
Appropriation  Act,  1958,  is  $23,446,000.  The  full  amount  authorized 
has  been  appropriated. 

It  is  necessary  to  request  that  the  authorized  limit  of  cost  be 
increased  by  $750,000,  and  that  an  appropriation  in  that  amount  be 
provided  at  this  time,  in  order  to  complete  the  project. 

Obligations  totaling  $23,203,704  have  been  incurred  to  date,  leaving 
an  unobligated  balance  of  $242,296.  In  order  to  complete  the  project, 
it  is  necessary  to  request  an  additional  appropriation  of  $750,000  to 
cover  the  cost  of  obligations  yet  to  be  incurred  and  of  pending  claims 
which  have  been  appealed  to  the  Senate  Office  Building  Commission, 
and  may  be  approved  in  whole  or  part. 

The  principal  items  remaining  to  be  obligated  are  construction  of 
a north  pedestrian  tunnel  connecting  the  Old  and  New  Senate  Office 
Buildings  at  the  C Street  end  of  each  building;  electrical  equipment, 
lighting,  and  overhead  trolley  system  for  the  new  Senate  subway; 
repaving  of  streets  in  the  subway  and  pedestrian  tunnel  areas;  pro- 
jectors for  the  auditorium;  traffic  control  system  for  the  garage  in  the 
new  building. 

The  next  page  is  an  explanatory  financial  statement  that  sets 
forth  each  and  every  one  of  those  items,  as  follows: 

(The  information  referred  to  follows :) 
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Construction  and  equipment  of  building,  additional  Senate  Office  Building 


Expended  and  obligated  to  date: 

Excavation,  concrete  footings  and  mats 


Superstructure  and  equioment $17,  660,  157 

Change  orders  in  progress 775,  300 


$782,  500 


Total  obligations  to  date  for  superstructure  and  equip- 
ment  

Architect’s  fee  (building  and  pedestrian  tunnels) 

Drawings,  test  borings,  relocation  of  water  and  sewer  connec- 
tions, and  miscellaneous  items 

Administration,  field  inspection,  and  miscellaneous 

Telephone  and  power  outlets  and  buzzer  system 

South  pedestrian  tunnel 

Subway  tunnel  and  subway  transportation  sys- 


tem: 

General  construction SI,  272,  357 

Estimated  additional  change  orders 277,  642 

Relocating  sewer  and  water  lines 67,  734 

Soils  analysis  and  test  borings 1,  268 

Engineering  fee 120,  000 

Miscellaneous 1,  528 

Subway  cars  (4) 363,  200 


18,  435,  457 

1,  100,  000 

63,  788 
481,  305 
24;  025 
212',  900 


2,  103,  729 


Total  expended  and  obligated  to  date 23,  203,  704 

Estimated  amount  required  to  be  obligated  during  remainder  of  job: 

South  pedestrian  tunnel,  estimated  change  orders 

North  pedestrian  tunnel 

Street  and  curb  work  (1st  St.) 

Subway  tunnel  and  subway  transportation  sys- 
tem : 

Subway  cars  (estimated  change  orders) $40,  000 

Electrical  equipment,  lighting,  and  overhead 

trolley 150,  000 

Repaving  street, _• 56,000 


Superstructure  and  equipment: 

Projectors  for  auditorium 40,  000 

Traffic  control  system  for  garage 40,  000 

Claims  disallowed  but  appealed 114,  222 

Contingency 155,  084 


Excavations,  concrete  footings  and  mats:  Claims  disallowed, 

subject  to  appeal 

Administration,  field  inspection  and  miscellaneous 


Total  obligated  and  estimated  to  be  required  for  completion 


of  job 24,  196,  000 

Total  authorizations  and  appropriations  to  date 23,  446,  000 

Estimated  additional  amount  required 750,  000 


TRAFFIC  CONTROL  SYSTEM  FOR  GARAGE 

^ Now  there  is  one  item  at  this  time  that  I would  like  to  call  to  your 
attention,  and  that  is  the  item  “Traffic  control  system  for  garage.” 
For  this  item  an  amount  of  S40.0C0  has  been  set  forth.  As  a result 
of  the  discussion  with  Senator  Stennis  yesterday,  we  will  cut  that  to 
$20,000,  which  is  reflected  in  the  breakdown  which  we  have  prepared, 
showing  items  which  have  contributed  to  the  increased  cost  of  the 
project. 

T would  be  very  happy  to  read  that  statement  to  you  or  explain  any 
part  of  it.  whichever  you  might  want. 


10,  000 
250,  000 
38.  000 


246,  000 


349,  306 

23,  990 
75,  000 
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Senator  Stennis.  I think,  Mr.  Chairman,  every  member  has  this- 
list  before  him  entitled  ‘‘Construction  and  equipment,  additional 
Senate  Oflice  Building,”  the  item  for  the  increase  since  the  last  appro- 
priation, and  you  might  insert  that  in  the  record  at  this  point. 

(The  list  referred  to  follows:) 

Additional  Senate  Ojjlce  Building — Construction  and  equipment — Items  of  increase 

since  last  appropriation 


Redesign  and  revamping  of  mail  conveyor  system  to  meet  recommenda- 
tions of  postal  and  Senate  authorities $70,  000 

Expansion  of  legislative  buzzer  and  intercommunication  system 5,  000 

Changes  in  lighting  system  (as  result  of  change  from  incandescent  to 

fluorescent  lighting  in  many  areas) 50,  000 

Changes  in  senatorial  suites  to  meet  needs  of  a particular  Senator 15,  000 

Changes  to  electrical  and  mechanical  equipment  to  guard  against  hazards 

and  promote  safety 25,  000 

Changes  necessary  to  convert  pages’  school  to  office  use 5,  000 

Changes  to  mechanical  system 25,  000 

Changes  in  folding  room 40,  000 

Traffic  control  system  for  garage 20,  000 

Projectors  for  the  auditorium 40,  000- 

Contractor’s  claims  disallowed,  but  appealed  or  subject  to  appeal 138,  212 

Miscellaneous  construction  changes  throughout  building,  additional  field 

inspection,  and  administration 161,  788: 


Improvements  to  public  address  systems  in  committee  rooms;  changes 
to  ramps  leading  to  garage  to  prevent  dragging  of  long  cars;  changes  to 
air  return  ducts  and  louvers  to  promote  privacy  in  senatorial  and  com- 
mittee suites;  changes  to  2 elevators  to  afford  faster  service  to  Senators; 


improvements  to  ventilation  system  in  kitchens;  and  contingencies 155,  000 

Total 750,000 


MAIL  CONVEYOR  SYSTEM 

Senator  Stennis.  I can  say  that  we  went  over  this  yesterday,  item 
by  item,  and  we  talked  about  it  back  and  forth.  Now,  Mr.  Stewart,, 
take  this  item  of  “Redesign  and  revamping  of  mail  conveyor  system,” 
and  give  use  a little  detail  on  that.  That  is  a rather  heavy  item,  the 
first  one  listed  there,  $70,000. 

You  say  the  original  plans  were  made  in  1948  on  that? 

Mr.  Stewart.  Yes,  sir.  If  the  chairman  will  permit,  I would  like 
Mr.  Roof  to  explain  that  item. 

Senator  Stennis.  Suppose  you  give  us  something  on  that. 

Mr.  Roof.  That  is  for  the  complete  planning  of  the  mail  conveyor 
system  to  meet  the  needs  of  the  postal  authorities  of  the  Senate,  and 
also  the  U.S.  postal  authorities.  It  is  apparently  just  a simple  case 
of  the  original  design  being  inadequate.  We  worked  with  Joseph 
Duke’s  people  on  this.  Bill  Cheatham,  Mr.  Duke’s  assistant,  has 
worked  with  our  engineers  and  this  is  the  result.  They  now  have  a 
system  that  everyone  is  satisfied  with. 

CONSULTATION  WITH  POST  OFFICE 

Senator  Ellender.  Why  did  you  not  consult  with  the  Post  Office 
Department  before  you  constructed  this  facility? 

Mr.  Roof.  I understand  that  was  done  at  that  time.  You  see, 
there  is  a 10-year  lapse  of  time  in  this  period. 

Senator  Ellender.  I know,  but  why  did  you  not  do  it  again  before 
you  constructed  it? 
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Mr.  Stewart.  Senator  Ellender,  if  it  had  been  redesigned  in  the 
beginning,  the  cost  would  have  been  exactly  the  same  as  it  is  now. 
We  did  consult  with  the  postal  authorities  in  1954.  They  made  some 
recommendations.  We  followed  as  many  of  them  as  we  could. 

I might  point  out  to  the  Senator  that  the  strides  that  have  been 
made  in  mailing  chutes  and  other  postal  facilities  throughout  the 
country,  reported  to  me  by  the  Facilities  Division  of  the  Post  Office 
Department,  have  been  very  remarkable  in  the  last  few  years.  Now, 
our  system  is  the  ultimate  that  they  have  come  up  with  and  asked  us 
to  install. 

Senator  Ellender.  Could  you  not  have  done  with  what  you  had? 

Mr.  Stewart.  Not  if  we  wanted  to  have  the  system  that  the  Post 
Office  Department  recommended. 

Senator  Ellender.  I know,  but  you  are  dealing  with  the  Senate 
now. 

Mr.  Stewart.  That  is  right,  sir. 

Senator  Ellender.  And  if  the  facility  you  now  have  will  do  the 
work,  why  spend  this  extra  $70,000?  The  cost  of  this  building  has 
gone  far  above  what  was  originally  intended  to  be  expended. 

Mr.  Stewart.  There  were  two  things  that  happened  at  the  time 
that  this  change  was  made.  First,  we  had  a request  for  changes  from 
the  Sergeant  at  Arms,  who  has  charge  of  the  mailing  system;  secondly, 
improvements  made  in  the  mailing  system  throughout  the  country 
have  been  incorporated  in  our  system,  so  that  the  revised  installation 
will  undoubtedly  achieve  best  results — a design  not  available  in  1948. 

Senator  Chavez.  How  much  will  the  Senate  mail  suffer  on  account 
of  this  mailing  S3^stem,  if  you  do  not  get  this  $70,000?  Is  it  going  to 
delay  anything?  What  is  the  problem? 

Mr.  Stewart.  The  changes  were  necessary  to  put  in  the  most 
modern  system  that  there  is. 

Senator  Chavez.  Will  it  expedite  the  receipt  of  mail  by  the  Senators? 

Mr.  Stewart.  Very  much. 

Senator  Chavez.  Is  that  the  idea? 

Senator  Ellender.  The  important  thing  would  be  the  sending  of 
it,  not  the  receiving  of  it. 

REDUCTION  IN  PERSONNEL 

Mr.  Stewart.  Both  the  distribution  of  it  and  the  receiving  of  it. 
I might  say  that  with  this  system  there  will  be  some  reduction  in  the 
personnel  necessary  to  operate  it. 

Senator  Ellender.  How  much? 

Mr.  Stewart.  That  I do  not  know.  It  would  be  considerably  less. 

Senator  Ellender.  How  many  fewer  people  would  you  employ? 

Mr.  Stewart.  The  operators  of  that  system,  Senator  Ellender,  do 
; not  come  under  my  jurisdiction.  I would  not  know  right  at  the 
present  time  how  many  would  be  required. 

Senator  Ellender.  Mr.  Stewart,  if  I may  be  permitted,  Mr.  Chair- 
man, I notice  that  you  have  an  unobligated  balance  of  $242,296. 

Mr.  Stewart.  Yes,  sir. 

Senator  Ellender.  Will  the  $750,000  be  in  addition  to  the  unobli- 
gated balance  of  $242,296? 

Mr.  Stewart.  It  is  in  addition. 
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ORIGINAL  COST  ESTIMATE  OF  BUILDING 

Senator  Ellender.  Will  you  give  us  the  original  estimate  of  the 
cost  of  this  building. 

Mr.  Stewart.  It  was  $20.6  million. 

Senator  Ellender.  Now,  what  will  be  the  ultimate  cost  of  it? 

Mr.  Roof.  $24,196,000. 

Senator  Ellender.  Does  that  include  the  lands? 

Mr.  Stewart.  No,  sir. 

COST  OF  LAND 

Senator  Ellender.  What  was  the  cost  of  the  land? 

Mr.  Roof.  $1,011,000:  slightly  over  $1  million. 

Senator  Ellender.  What  are  the  other  costs? 

Mr.  Roof.  Furniture,  for  which  $1  million  has  been  appropriated 
and  we  have  a supplemental  here  today  for  $293,200. 

Senator  Ellender.  Will  that  amount  be  sufficient? 

Mr.  Roof.  Yes,  sir,  if  you  give  us  the  $293,200  additional  that  we 
request  today. 

Senator  Ellender.  That  is  in  addition  to  the  $1  million? 

Mr.  Roof.  Yes,  sir;  we  had  the  $1  million,  and  we  have  spent  that. 

Senator  Ellender.  Are  there  any  other  costs? 

Mr.  Roof.  No,  sir. 

TOTAL  COST 

Senator  Ellender.  The  total  cost  then  will  be  in  excess  of  $26 
million. 

Mr.  Roof.  That  is  correct. 

Senator  Stennis.  Mr.  Chairman,  if  I may,  I have  been  over  these 
items  with  these  men  who  are  going  to  present  the  facts,  and  I believe 
I have  enough  lawyer  left  in  me,  and  I still  believe,  if  you  can  present 
a case,  a picture,  then  they  come  in  on  various  points  of  it,  so  I believe 
it  would  be  helpiul  to  the  committee  if  we  can  proceed  here  now  to 
present  this  picture.  It  will  not  take  but  a few  minutes  in  that  way 
and  then  the  whole  thing  would  be  in  court,  so  to  speak,  and  in  issue, 
and  we  can  get  into  any  part  that  anyone  might  want  to  question 
about. 

Now,  you  have  put  in  the  record  your  sheet  showing  the  approxi- 
mate breakdown  of  these  additional  items. 

Mr.  Stewart.  I have. 

Senator  Stennis.  Mr.  Stewart,  I have  a few  questions  on  these 
items. 

As  I understand,  these  items  represent  various  changes  that  had 
to  be  made  at  the  time  that  the  building  was  being  constructed,  if 
they  were  going  to  be  made  at  all;  is  that  true? 

Mr.  Stewart.  That  is  true. 

Senator  Stennis.  For  instance,  you  found  you  had  to  change  the 
position  of  some  of  the  steel  piers  here  in  the  Senate  garage  part  of 
this  building;  is  that  right? 

Mr.  Stewart.  Yes,  sir. 

Senator  Stennis.  And  that  required  additional  expense? 

Mr.  Stewart.  Yes,  sir.  The  steel  fabrication  was  redesigned  as 
one  of  the  first  changes  to  be  effected,  in  order  to  provide  adequate 
parking  space  in  the  garage.  In  both  the  1948  and  the  revised  1954 
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plans,  the  design  did  not  permit  parking  stalls  of  sufficient  size  to 
accommodate  the  present-day  enlarged  size  of  automobiles. 

Senator  Stennis.  Taking  that  as  an  illustration,  you  have  had  to 
go  on  and  act  then  and  incur  this  additional  expense;  otherwise  it 
would  have  been  too  late  and  impossible,  is  that  correct? 

Mr.  Stewart.  That  is  correct. 

Senator  Stennis.  All  right.  You  incurred  this  additional  cost, 
and  therefore  you  ran  out  of  your  total  money  and  did  not  have 
enough  to  do  these  other  things  like  this  north  tunnel? 

Mr.  Stewart.  That  is  right,  sir. 

Senator  Stennis.  So  this  is  actually  not  a request  then  to  be  per- 
mitted to  go  on  and  do  these  items,  you  had  to  act  at  the  time — and 
did  act? 

Mr.  Stewart.  Yes,  sir. 

Senator  Stennis.  And  this  is  merely  a request  for  money  to  carry 
out  the  remaining  unfinished  parts  of  this  entire  project;  is  that 
correct?  Do  not  agree  with  me  unless  it  is  correct. 

Mr.  Stewart.  That  is  correct. 

pages’  school 

Senator  Stennis.  So,  getting  back  to  these  items,  and  I will  pick 
another  item  as  an  illustration,  you  had  the  idea  of  having  the  Pages’ 
School  changed,  so  as  to  utilize  the  space  for  office  space,  did  you  not? 

Mr.  Stewart.  Yes,  sir.  The  Senate  Office  Building  Commission 
so  directed. 

Senator  Stennis.  I understand  that.  However,  I am  just  using 
that  as  an  illustration.  It  costs  some  additional  money  to  make  that 
alteration  in  the  original  plans? 

Mr.  Stewart.  That  is  right. 

Senator  Stennis.  And  that  had  to  be  done  at  the  time  that  the 
building  was  going  up? 

Mr.  Stewart.  That  is  correct. 

CHANGES  IN  FOLDING  ROOM 

Senator  Stennis.  You  have  an  item  here  entitled  “ Changes  in 
Folding  Room.”  How  did  that  come  about?  Explain  something 
about  it. 

Mr.  Stewart.  At  the  time  the  plans  were  completed  and  the 
building  was  erected,  the  designations  of  the  various  areas  were  not 
definitely  decided  on. 

When  the  Sergeant  at  Arms’  Office  came  over  and  agreed  on  the 
areas  for  the  folding  room,  there  were  several  changes  that  had  to  be 
made,  particularly  to  accommodate  their  machinery  and  other  types 
of  equipment,  mostly  electrical.  The  changes  involved  detailed 
arrangements  that  could  not  have  been  worked  out  sooner. 

Senator  Stennis.  And  your  estimate  is  that  that  cost  you  around 
$40,000  extra? 

Mr.  Stewart.  That  is  right. 

Senator  Stennis.  Therefore  you  are  asking  for  an  additional  appro- 
priation of  $40,000  to  take  care  of  unfinished  items? 

Mr.  Stewart.  That  is  right. 

Senator  Stennis.  May  we  pass  on  now  to  “Contractor’s  claims 
disallowed,  but  appealed  or  subject  to  appeal.” 

38932 — 59 74 
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Senator  Ellender.  How  about  the  “Traffic  control  system  for 
garage”? 

TRAFFIC  CONTROL  SYSTEM  FOR  GARAGE 

Senator  Stennis.  All  right,  give  us  something  on  “Traffic  control 
system  for  garage.”  I was  not  skipping  that,  but  was  just  picking 
out  some  as  the  high  points. 

Mr.  Stewart.  At  the  rear  of  the  building,  there  is  a two-level  under- 
ground garage  for  parking  of  automobiles,  with  entrances  both  from 
C Street  and  Constitution  Avenue.  We  decided  under  the  $40,000 
estimate  to  control  entrance  and  exit  by  traffic  lights. 

We  now  believe  that  we  can  provide  proper  control  through  use  of 
an  electric  eye  for  the  doors  and  a treadle  system  at  a cost  of  $20,000, 
which  would  also  cover  some  other  slight  changes,  such  as  preventing 
long  automobiles  from  dragging  the  ground  when  they  come  down  to 
the  bottom  of  the  ramp. 

Senator  Stennis.  In  other  words,  you  have  to  revamp  the  ramp, 
is  that  it? 

Mr.  Stewart.  That  is  right. 

Senator  Stennis.  All  right;  let’s  take  the  next  item  I mentioned 
here. 

PROJECTORS  FOR  AUDITORIUM 

Senator  Ellender.  How  about  the  item  “Projectors  for  the 
auditorium”? 

Mr.  Stewart.  The  projectors  are  an  item  yet  to  be  done.  They 
were  not  provided  as  a part  of  the  equipment  of  the  building  at  the 
time  the  superstructure  contract  was  let. 

Senator  Ellender.  Was  this  auditorium  supposed  to  be  a place 
where  you  would  exhibit  motion  pictures? 

Mr.  Stewart.  That  was  the  way  it  was  so  laid  out. 

Senator  Ellender.  I never  heard  of  it  until  the  other  day. 

Mr.  Stewart.  The  auditorium  was,  I understand,  set  up  primarily 
for  committee  use,  where  committees  desiring  television  and  radio 
coverage  could  have  the  same. 

Senator  Ellender.  Who  thought  that  one  up? 

Mr.  Stewart.  That  was  in  the  original  plans,  sir. 

Senator  Ellender.  Who  suggested  it?  Do  you  know? 

Mr.  Stewart.  I would  suppose  that  the  Senate  itself,  through  the 
Senate  Office  Building  Commission,  back  in  1948,  were  the  ones  that 
brought  it  up.  It  has  been  in  there  ever  since. 

Senator  Ellender.  Will  you  have  to  have  an  operator  employed 
steadily? 

Mr.  Stewart.  I would  assume  so. 

Senator  Ellender.  You  would  assume  so.  That  is  just  another 
extra  expense. 

Mr.  Stewart.  In  the  Senate  Office  Building  Commission’s  Report, 
Senate  Document  143  of  July  16,  1954,  which  was  before  the  Senate 
when  the  appropriation  for  the  building  was  granted,  on  page  34,  it 
sets  up  exactly  what  the  auditorium  consists  of.  It  states  that 
there  will  be  a large  dais  or  platform;  that  the  auditorium  will  be 
air  conditioned,  properly  lighted,  contain  a small  balcony,  and  will 
have  a voice  reinforcement  system,  as  well  as  provisions  for  recording 
hearings,  motion  pictures,  broadcasting,  and  television  facilities. 

Senator  Ellender.  I am  just  wondering  who  set  that  one  in. 
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Senator  Chavez.  Was  that  the  original  Senator  Brooks’  Com- 
mittee? 

Mr.  Henlock.  It  was,  and  then  it  was  also  repeated  in  the  report 
that  the  Commission  made  to  the  Senate  in  1954. 

Senator  Stennis.  Mr.  Chairman,  I am  going  to  try  again  to  proceed 
to  present  this  matter  to  get  the  entire  picture  in,  and  then  I will  yield 
the  floor. 

APPEALED  CLAIMS  OF  CONTRACTORS 

Coming  down  to  the  next  item,  “Contractors’  claims  disallowed, 
but  appealed  or  subject  to  appeal,  $138,212.”  Give  us  a brief  explana- 
tion of  that. 

Air.  Roof.  Senator,  under  the  contract,  any  time  that  we  disallow 
or  dispute  an  amount  within  a contract,  the  contractor  has  the  right  to 
come  before  the  Senate  Office  Building  Commission  and  appeal,  and 
these  amounts  were  set  aside  for  that  purpose. 

For  instance,  we  have  one  on  woodwork  in  the  building,  amounting 
to  something  like  $55,000,  and  that  is  included  in  that  amount.  We  do 
not  know  whether  we  will  allow  all  of  it  or  whether  the  Commission 
will  allow  all  of  it  or  part  of  it,  but  we  are  setting  out  the  full  amount. 

Senator  Stennis.  Probably  you  will  not  lose  all  of  these  appeals? 

Air.  Roof.  We  do  not  have  too  many  of  them,  Senator,  but  we  have 
several  that  are  very  sizable,  as  I pointed  out. 

Out  of  the  $138,212,  one  of  them  alone  is  $55,000.  We  probably 
will  have  to  comprise  in  settling  some  of  them. 

Senator  Stennis.  All  right,  this  is  just  a provision  to  have  the 
money  available  should  you  lose  these  appeals. 

Mr.  Roof.  That  is  correct? 

Senator  Ellender.  Why  can  you  not  wait  until  you  find  out  how 
much  you  owe,  and  then  come  back  to  us? 

Air.  Henlock.  Because,  Senator,  most  of  these  claims  have  been  in 
dispute  for  a considerable  period  of  time,  a number  of  months,  and  if 
the  Senate  Office  Building  Commission  approves  them,  they  are  legally 
payable  at  the  time  of  approval.  The  Senate  Office  Building  Com- 
mission has  directed  the  Architect  of  the  Capitol  to  arrange  for  one  of 
the  downtown  agencies  to  set  up  a board  of  appeals  to  act  for  the 
Commission.  After  they'  hear  the  cases,  the  Commission  will  make  the 
final  decision.  That  is  in  progress  now. 

Senator  Chavez.  This  item  of  “Contractor’s  claims  disallowed,  but 
appealed  or  subject  to  appeal,”  as  to  that  the  total  amount  has  been 
disallowed? 

Air.  Henlock.  By  the  Architect  of  the  Capitol. 

Senator  Stennis.  Air.  Chairman,  I understand  wherever  possible 
judgment  against  the  Government  will  occur  in  the  course  of  a year, 
the  Attorney  General  asks  for  money  in  advance  to  pay  these  claims 
off.  That  is  the  way  I remember  it,  when  it  came  up  under  some 
other  authority.  I do  not  mean  to  argue  this.  I want  to  get  the 
facts  in,  and  then  we  can  argue  about  it,  Mr.  Chairman,  if  we  may. 
I have  something  else  to  do  today. 

Senator  Ellender.  So  do  I. 

Senator  Stennis.  If  we  may  proceed,  Mr.  Chairman. 
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MISCELLANEOUS  CONSTRUCTION  CHANGES 

1 asked  you  yesterday  afternoon  to  make  a calculation  about  this 
future  work,  and  you  list  an  item  here  of  “Miscellaneous  construction 
changes  throughout  building,  additional  field  inspection,  and  ad- 
ministration.” 

Now,  give  us  some  breakdown  and  just  what  you  have  in  view  with 
reference  to  those  items? 

Mr.  Stewart.  Mr.  Roof  will  answer  that. 

Mr.  Roof.  Senator,  all  of  that  consists  of  the  items  that  have 
already  been  done,  of  small  character — there  are  many  of  them.  We 
showed  it  that  way  rather  than  trying  to  break  it  down,  maybe  giving 
you  a hundred  or  so  small  items. 

Senator  Stennis.  Yes.  These  are  your  construction  changes, 
then,  as  you  encountered  them,  and  as  I referred  to  a while  ago  in 
one  of  my  questions? 

Mr.  Roof.  That  is  right.  That  is  all  field  work,  such  as  ventilating, 
heating,  et  cetera,  and  in  the  television  area  we  had  to  make  quite  a 
few  changes,  and  also  in  the  telephone  area,  which  we  put  into  opera- 
tion, as  you  know,  about  a year  ago,  where  we  had  to  make  some 
changes 

Senator  Stennis  Your  next  item  there  in  your  estimate  is  $155,000 
There  was  a $155,000  difference,  and  I asked  for  a breakdown  on  that 
as  far  as  you  could  go,  including  contingencies.  What  is  your  further 
proof  on  that  item? 

PUBLIC  ADDRESS  SYSTEM 

Mr.  Roof.  We  have  now  certain  items  we  know  we  are  going  to 
have  to  correct.  One  of  them  is  the  public  address  system  in  the 
■committee  rooms,  which  I assume  most  of  you  are  familiar  with. 

Another  is  the  item  Mr.  Stewart  mentioned,  of  the  ramps  leading 
to  the  garage. 

Senator  Ellender.  When  did  you  find  out  about  the  public  ad- 
dress systems  in  the  committee  rooms? 

Mr.  Roof.  When  we  began  to  hear  reports  from  Senators  that 
they  were  not  satisfactory. 

Senator  Ellender.  Will  you  have  to  change  it? 

Mr.  Roof.  Yes,  certain  facets  of  it. 

Senator  Ellender.  What  will  the  cost  of  that  be? 

Mr.  Roof.  We  do  not  know.  We  are  putting  this  in  as  a con- 
tingency item.  We  know  we  have  to  do  something  about  it.  We 
have  several  possibilities  and  the  architects  are  studying  that  point 
now.  We  do  not  have  an  answer  to  it  yet. 

Senator  Ellender.  Was  it  due  to  faulty  design? 

Mr.  Roof.  Inadequate  design,  perhaps,  for  this  particular  building. 

Senator  Ellender.  Who  designed  it? 

Mr.  Roof.  Eggers  & Higgins,  of  New  York, 

Senator  Ellender.  Are  they  the  architects  or  engineers? 

Mr.  Roof.  Associate  architects. 

Senator  Ellender.  Associate  architects? 

Mr.  Roof.  Yes,  sir. 

Mr.  Stewart.  The  engineers  on  this  work  are  supplied  by  the 
associate  architects  under  their  contract.  They  select  their  own 
engineers,  such  as  mechanical,  electrical,  and  the  like. 
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Senator  Ellender.  But  you  pay  for  them? 

Mr.  Stewart.  That  is  right.  We  pay  the  associate  architects  a 
fee  for  both  the  architectural  and  engineering  work. 

ARCHITECTS'  FEES 

Senator  Ellender.  In  that  regard,  I notice  that  the  architects’ 
fees,  including  the  building  and  pedestrian  tunnels,  amounted  to 
$1,100,000.  My  recollection  is  that  it  was  supposed  to  be  a little 
over  $500,000.  How  did  that  get  up  to  $1,100,000? 

Mr.  Roof.  Senator,  the  $1,100,000  is  on  the  whole  project  here. 

Senator  Ellender.  In  architects’  fees  alone? 

Mr.  Roof.  Yes. 

Senator  Ellender.  What  about  engineering? 

Mr.  Roof.  That  is  included.  You  see,  the  engineers  are,  in  effect, 
subcontractors  to  the  associate  architect.  He  has  a specialty  for  each 
engineering  field. 

Senator  Ellender.  This  includes  the  cost  of  inspection  by  engineers 
as  the  work  progresses? 

Mr.  Roof.  Yes;  general  inspection. 

Senator  Ellender.  It  is  under  the  architect’s  supervision? 

Mr.  Roof.  Yes. 

Mr.  Stewart.  A certain  proportion  of  it  is.  The  majority  of  it  is 
under  my  office,  as  far  as  inspection  goes. 

Senator  Ellender.  Yes.  That  is  all. 


CHANGE  IN  LOUVERING  FOR  SENATORIAL  SUITES 

Mr.  Roof.  The  other  item,  Senator,  is,  we  know  we  are  going  to 
have  to  change  some  of  the  air-return  duct  system,  and  the  louvering 
for  the  senatorial  suites.  We  have  already  had  some  complaints  that 
the  voices  come  right  through  those  ducts.  We  are  studying  that. 

The  next  one  is  that  we  are  converting  two  of  the  elevators  so  that 
they  can  be  used  for  preferred  service  by  the  Senators,  similar  to 
what  you  have  in  the  Capitol  and  the  old  building. 

Mr.  Stewart.  At  that  point,  I would  like  to  say  that  until  the 
completion  of  the  north  pedestrian  tunnel,  of  necessity,  this  corner 
[indicating]  of  the  building  where  the  south  tunnel  is,  has  encouraged 
all  the  traffic.  That  is  the  only  one  that  connects  the  two  Senate 
Office  Buildings  at  present.  I think  that  you  will  see  a decided  change 
as  far  as  your  elevator  service  is  concerned,  upon  completion  of  the 
north  pedestrian  tunnel,  which  will  then  afford  a similar  service  at 
that  end  of  the  building. 


SPEED  OF  ELEVATORS 


Senator  Chavez.  Several  complaints  have  been  made  to  me  about 
the  speed  of  the  elevators. 

Mr.  Stewart.  Insofar  as  the  speed  per  foot  of  elevators  is  con- 
cerned, they  are  approximately  the  same  as  all  the  elevators  in  all 
our  buildings,  but  we  have  more  floors  to  serve  in  the  new  Senate 
Office  Building,  so  that  the  distance  is  greater  from  the  top  to  the 
bottom,  which  undoubtedly  has  its  impact  insofar  as  the  waiting  time 
is  concerned ; however  an  effort  is  being  made  by  the  Otis  Elevator  Co., 
who  installed  them,  to  speed  up  all  the  elevators  as  they  are  traveling. 
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VENTILATION  SYSTEM  IN  KITCHENS 

Senator  Stennis.  All  right;  the  next  item  is  the  1 ‘Improvements  to 
ventilation  system  in  kitchens. ” 

Mr.  Hoof.  We  are  having  some  complaints  from  the  kitchen 
people  that  it  is  very  hot  and  stuffy  in  those  kitchens.  We  know  we 
are  going  to  have  to  do  something  about  them. 

Senator  Stennis.  Then  you  include  in  that  various  contingencies 
that  you  do  not  enumerate  now? 

Mr.  Hoof.  That  is  right,  unforeseen. 

Senator  Stennis.  May  we  proceed,  then,  with  this  item  of  “Furni- 
ture and  furnishings’’  and,  Mr.  Chairman  and  members  of  the  com- 
mittee, I remember  when  we  passed  on  this  matter  there  was  a request 
from  the  Building  Commission  in  round  numbers  of  about  $1.3  million. 

The  question  was  brought  up  about  buying  new  furniture.  The 
decision  was  made  to  buy  and  we  requested  the  Architect  to  try  to 
see  what  could  be  done  as  to  getting  this  furniture  with  $1  million, 
and  I know  we  had  an  understanding  on  the  floor  about  the  competi- 
tive bidding  in  every  case  where  it  was  at  all  possible. 

Now,  that  is  all  passed,  and  approximately  the  same  amount  is 
needed  to  furnish  40  additional  unfurnished  rooms  or  areas  here  in 
the  building,  upon  which  he  has  a detailed  estimate  to  present  now. 

All  right,  with  that  background,  Mr.  Stewart,  you  proceed  to 
explain  your  request  here. 

FURNITURE  AND  FURNISHINGS,  ADDITIONAL  SENATE  OFFICE  BUILDING 

w 

Mr.  Stewart.  This  estimate  is  also  submitted  at  the  direction  of 
the  Senate  Office  Building  Commission. 

The  breakdown  of  the  estimate  is  as  follows: 

For  furniture  for  40  office  rooms  and  miscellaneous  areas,  $113,200 
is  requested. 

For  carpeting  for  207  rooms  in  Senators’  office  suites,  $150,000  is 
requested. 

Senator  Ellender.  Will  every  office  be  carpeted? 

Mr.  Stewart.  The  entire  suite  of  the  Senators. 

Senator  Ellender.  So  you  want  to  cover  those  nice  floors. 

Mr.  Stewart.  They  are  rubber-tile  floors. 

CARPETING 

Senator  Stennis.  In  view  of  the  use  of  these  suites,  what  is  the 
reason  here  for  putting  the  carpet  on  the  floor? 

) Mr.  Stewart.  In  my  report  I explain  that  by  stating  that  since  the 
time  when  the  building  was  originally  planned  and  the  use  of  the 
rubber  tile  was  approved  for  all  offices  except  the  Senators’  private 
offices,  the  use  of  electric  typewriters  and  other  machines  have  become 
much  more  prevalent,  with  the  added  noise  of  operations.  When  these 
machines  are  operated  from  stands  or  desks  resting  on  tile,  the  noise 
factor  is  greatly  increased,  although  accoustical  tile  and  other  accoustic 
materials  are  utilized  on  the  walls  throughout  the  suites.  The  use  of 
carpets  with  rubber  cushions  underneath  will  greatly  reduce  the  noise 
of  the  machine  operation.  Other  advantages  are  that  the  carpets  are 
safer  to  walk  on,  and  the  carpets  will  improve  the  appearance  of  the 
rooms,  also,  the  daily  cleaning  and  waxing  of  the  rubber  tile  is  more 
difficult  and  more  costly,  than  daily  cleaning  of  carpets. 
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Senator  Ellender.  Why  did  you  not  think  of  that  before  you  put 
rubber  tile  down?  You  could  have  put  in  a cheaper  floor  if  you 
knew  you  were  going  to  use  carpeting. 

Mr.  Stewart.  The  rubber  tile  is  not  a very  expensive  floor.  The 
Commission  now  feels  that  the  remainder  of  the  Senators’  suites 
should  be  carpeted. 

Senator  Ellender.  All  that  I am  trying  to  do  here  is  perhaps  save 
a few  crumbs,  if  possible. 

Mr.  Stewart.  Well,  it  is  as  a result  of  the  demand  of  those  who 
have  been  operating  in  the  rooms  that  this  item  has  been  presented 
to  you.  I have  never  been  personally  in  any  of  the  rooms  where  there 
is  any  of  this  noise  going  on.  I do  know  what  it  is  in  my  own  office, 
however. 

Senator  Ellender.  Did  everyone  ask  for  carpets? 

Mr.  Stewart.  There  has  been  quite  a few  Senators  in  this  building 
that  made  the  request. 

Senator  Ellender.  It  has  not  been  made  by  all,  though? 

Mr.  Stewart.  Not  that  I know  of,  sir. 

Senator  Ellender.  But  you  will  provide  carpeting  for  everyone? 

Mr.  Stewart.  That  is  right. 

Senator  Ellender.  Whether  they  request  it  or  not? 

Mr.  Stewart.  Well,  it  is  the  usual  thing  that  what  you  do  for  one 
suite  you  do  for  another. 

Senator  Ellender.  Does  the  floor  differ  from  the  one  you  are 
now  on? 

Mr.  Stewart.  Yes,  sir.  This  is  a cork  floor  covering. 

Senator  Ellender.  And  the  other  is  what? 

Mr.  Stewart.  Just  plain  rubber  tile. 

Senator  Ellender.  What  is  the  difference  for  walking  purposes? 

Mr.  Stewart.  This  is  not  nearly  as  slippery  as  what  the  rubber  tile 
would  be. 

Senator  Chavez.  That  is  what  they  complain  about,  the  slipperi- 
ness. 

Mr.  Stewart.  Mr.  Caraway  can  tell  you  of  two  cases  of  slipping. 

Mr.  Caraway.  Down  in  the  telephone  exchange,  shortly  after 
they  moved  in,  two  of  the  girls  fell  and  I think  both  of  them  went 
to  the  hospital.  It  is  very  slick. 

Senator  Ellender.  I notice  that  you  have  steel  bookshelves  for 
the  committee. 

Mr.  Stewart.  Yes,  sir;  that  was  submitted  at  the  request  of  the 
chairmen  of  several  committees. 

FILING  CABINETS 

Senator  Ellender.  I have  also  noticed  many  older  filing  cabinets 
in  the  halls.  Are  you  using  those  instead  of  buying  new  ones? 

Mr.  Stewart.  Mr.  Caraway  can  answer  that. 

Mr.  Caraway.  They  are  the  old  cabinets  that  we  are  moving  out 
and  they  are  transferring  over  to  the  new  cabinets. 

Senator  Ellender.  Why  not  use  the  old  ones? 

Mr.  Caraway.  The  cabinets  we  have  been  using  in  the  other 
building  are  four-drawer  cabinets.  They  are  all  quite  old. 

Senator  Ellender.  But  couldn’t  they  be  used,  Mr.  Caraway?  I 
am  still  using  the  older  ones  and  I am  well  satisfied. 
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Mr.  Caraway.  Everybody  wants  a five-drawer  cabinet  now,  which 
takes  up  less  space,  and  nothing  we  have  in  the  other  building  matches. 
It  won’t  look  good  in  this  building  at  all. 

Senator  Ellender.  It  won’t  look  good  in  this  building  at  all. 
What  are  you  going  to  do  with  them? 

Mr.  Caraway.  Use  them  in  the  other  building  and  as  storage 
cabinets  in  the  attic. 

Senator  Stennis.  I do  not  know  if  this  gentleman  should  be  called 
on  to  answer  that  question.  This  is  purely  a Senate  decision,  already 
made  by  Senate  appropriation  of  money,  and  the  cabinets  have  been 
bought. 

Senator  Ellender.  Mr.  Chairman,  of  course  the  Senate  was  not 
aware  of  it. 

Senator  Stennis.  It  was  a Senate  commission. 

Senator  Ellender.  Well,  it  is  just  like  the  construction  of  this 
building.  Very  few  of  us  knew  what  was  going  into  it. 

Senator  Stennis.  Well,  I did  not  know  much,  either,  but  I had  an 
opportunity,  the  same  as  everybody  else  did,  but  I am  not  complaining 
to  the  Senator’s  question,  but  I just  think  the  witness  may  be  a little 
embarrassed. 

Senator  Chavez.  The  average  Senator  does  not  have  time  to  go- 
Into  the  details.  We  have  to  trust  someone. 

Senator  Stennis.  Yes. 

Senator  Chavez.  And  the  Building  Commission  certainly  was  ad- 
vised as  to  what  was  going  on  and  I do  not  recall  a single  complaint. 

BOOKSHELVES 

Mr.  Stewart.  In  answer  to  Senator  Ellender’s  question  about  the 
bookshelves:  there  were  a number  of  the  Senate  committees  that  de- 
sired to  have  steel  bookshelving  installed  in  two  or  more  rooms. 

Requests  have  been  received  from  the  Committee  on  Judiciary, 
Interstate  and  Foreign  Commerce,  Appropriations,  Foreign  Relations, 
Labor  and  Public  Welfare,  and  the  Joint  Economic  Committee.  Their 
requests  can  be  fulfilled  at  an  estimated  cost  of  $9,000.  An  addi- 
tional amount  of  $6,000  is  requested  to  cover  later  requests  from  other 
committees  for  similar  equipment. 

SECURITY  FILE  CASES  FOR  COMMITTEES 

Senator  Stennis.  All  right.  Your  next  item  there  is  “Security 
file  cases  for  committees  and  subcommittees.”  That  is  just  what 
the  words  mean  there.  You  have  had  a request  for  these  security 
files? 

Mr.  Stewart.  That  is  right. 

Senator  Stennis.  Security  files,  filing  cabinets? 

Mr.  Stewart.  That  is  right.  They  are  used  by  the  committees 
for  certain  confidential  or  classified  documents.  Four  are  for  the 
Appropriations  Committees;  22  for  11  other  standing  committees,  and 
24  for  subcommittees. 
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SPEAKER  SYSTEM 

Senator  Stennis.  Now,  I want  to  go  back  to  a question  that 
Senator  Ellender  raised  here,  about  this  speaker  system. 

Was  there  not  some  kind  of  guarantee  on  the  workability  of  that 
system,  and  could  you  not  have  had  some  comeback  on  the  people 
who  made  it  or  installed  it?  Now,  I do  not  know,  and  I am  asking 
you  for  information. 

Mr.  Stewart.  Right  now  I would  say  if  there  is  any  comeback  it 
would  probably  a comeback  on  the  architects. 

Senator  Stennis.  Are  you  going  to  pursue  it  and  do  something 
about  it? 

Mr.  Stewart.  Yes,  sir.  It  will  not  go  unnoticed. 

Senator  Stennis.  I feel  at  least  we  have  to  have  the  system,  and 
must  have  it  improved  so  it  will  work,  but  still  there  ought  to  be 
recourse,  it  seems  to  me,  against  someone,  and  it  is  your  duty  to 
pursue  it;  am  I right  about  that? 

Mr.  Stewart.  I certainly  will  pursue  it. 

Senator  Ellender.  If  you  do  it  will  probably  be  redesigned  at 
your  own  cost? 

Mr.  Stewart.  It  is  yet  questionable  whether  they  are  at  fault. 

Senator  Ellender.  Well,  if  they  are  at  fault,  they  should  put  in 
new  machines  at  their  own  expense. 

Mr.  Stewart.  We  would  have  to  put  in  the  new  equipment;  and 
the  architect  would  have  to  redesign  them. 

Senator  Stennis.  If  you  find  him  at  fault,  you  could  deduct  it 
from  his  fees,  could  you  not? 

Mr.  Stewart.  We  could  make  him  redesign  it  without  additional 
cost,  I am  sure. 

Senator  Ellender.  The  contractor  followed  the  plans  made  by  the 
architect,  and  all  you  can  do  now  is  get  the  architect  to  submit  a 
redesign? 

Mr.  Stewart.  That  is  right. 

Senator  Stennis.  Anyway,  you  are  going  to  follow  that  up,  are  you? 

COMPETITIVE  BIDS  ON  FURNITURE  PROCUREMENT 

Mr.  Stewart.  Yes,  sir.  It  may  be  of  interest  to  the  committee, 
to  note  that  although  Public  Law  85-93  authorized  the  Commission 
to  waive  the  competitive  bid  statutory  requirement  in  the  procuring 
of  furniture  and  furnishings  for  the  New  Senate  Office  Building,  53 
percent  of  the  furniture  and  furnishings  were  actually  procured  through 
open  competitive  bids,  39  percent  through  selective  competitive  bids, 
7 percent  through  other  forms  of  contracts,  such  as  from  the  Govern- 
ment supply  schedule  or  the  Bureau  of  Prisons,  and  1 percent  through 
the  open  market. 

Senator  Stennis.  With  such  a good  record  as  that,  it  is  certainly 
in  keeping  with  what  you  told  the  committee  you  proposed  to  do. 

Mr.  Stewart.  At  this  time  I would  like  to  insert  in  the  record  a 
complete  list,  Mr.  Chairman,  of  all  the  bidders,  the  manufacturers, 
the  number  of  bids  received,  what  they  were  received  on,  the  methods 
of  purchase,  and  the  amount  of  the  bids. 

Senator  Stennis.  All  right;  that  list  will  be  inserted  at  this  point. 

(The  list  referred  to  follows:) 


Digest  of  contracts , furniture  and  furnishings,  additional  Senate  Office  Building 
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RESTRICTIVE  COMPETITIVE  BIDDING 

Senator  Stennis.  The  second  group  you  referred  to  “Restrictive 
competitive  bidding/’  as  to  that,  I understand  you  went  out  among 
those  who  manufactured  this  type  of  product  and  had  them  submit 
bids  on  your  special  specifications;  is  that  right? 

Mr.  Stewart.  That  is  right,  and  we  confined  that  to  manufacturers. 

Senator  Stennis.  In  effect,  you  had  virtually  the  same  as  open 
competitive  bidding?  It  was  open  within  that  field? 

Mr.  Stewart.  That  is  correct. 

Senator  Stennis.  Now,  we  will  take  up  the  next  item  of  “Extension 
of  the  Capitol  project,”  in  the  amount  of  $4  million.  Give  us  a break- 
down on  that  and  the  high  points  of  what  you  anticipate. 

EXTENSION  OF  CAPITOL  PROJECT 

Mr.  Stewart.  This  estimate  is  submitted  at  the  direction  of  the 
Commission  for  the  extension  of  the  U.S.  Capitol. 

To  date,  $17  million  has  been  authorized  for  the  extension  of  the 
Capitol  project.  Under  this  amount,  the  east  central  front  of  the 
Capitol  is  being  extended  32  feet  6 inches  and  reconstructed  in  marble; 
necessary  repairs  are  being  made  to  the  dome;  and  the  Capitol  is  being 
provided  with  improved  illumination. 

Senator  Ellender.  Will  the  $17  million  be  the  entire  cost? 

Mr.  Stewart.  The  $17  million  is  for  the  east  front  extension  and 
the  other  improvements  I mentioned. 

Senator  Ellender.  Your  present  estimate  of  $17  million  will 
complete  the  entire  project? 

Mr.  Stewart.  Yes,  sir. 

Senator  Ellender.  It  will  include  furnishings  and  all  the  trimmings? 

Mr.  Stewart.  That  is  right. 

SUBWAY  TERMINAL 

Now,  $4  million  is  requested  in  addition  to  the  $17  million  and  is 
required  to  provide  lor  the  design  and  construction  of  a subway 
terminal  for  the  new  Senate  subway  system,  to  be  located  under  the 
steps  of  the  Senate  wing  of  the  U.S.  Capitol,  and  extensions  of  the 
new  subway  into  the  Capitol  Building,  to  be  designed  in  such  a 
manner  as  to  permit  of  the  future  construction  of  a garage  beneath 
the  Capitol  Plaza,  if  hereafter  approved. 

At  this  point,  let  me  give  you  a little  background  on  what  my 
report  of  August  30,  1957,  included. 

I presented,  under  their  direction,  to  the  Commission  for  the 
extension  of  the  U.S.  Capitol,  an  overall  project  estimate  broken 
down  into  parts,  so  that  the  Commission  could  accept  it  all  or  in  part. 

They  decided  that  since  we  had  $17  million,  that  they  would  accept 
the  $17  million  for  the  east  front  alone.  That  did  not  include  this 
terminal  or  the  work  that  would  be  necessary  for  the  steps  on  the 
north  wing  of  the  Capitol,  which  were,  however,  included  in  the 
overall  project  estimate. 

The  long-range  plans  for  the  extension  of  the  Capitol  submitted  by 
the  Architect  of  the  Capitol  to  the  Commission  contemplates  con- 
struction of  a large  underground  garage  beneath  the  Capitol  Plaza. 
It  was  originally  proposed  that  the  new  Senate  subway  terminal 
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would  be  constructed  simultaneously  with,  and  as  a part  of,  the 
garage  project.  However,  as  it  now  appears  that  the  garage  will  be 
left  for  future  approval,  while  the  Senate  subway  terminal  is  presently 
required,  funds  are  requested  to  proceed  at  this  time  with  the  subway 
terminal  and  related  work  as  a separate  part  of  the  project. 

CONSTRUCTION  OF  RESTAURANT 

Senator  Ellender.  Mr.  Stewart,  does  the  extension  of  the  Capitol 
call  for  the  construction  of  a large  restaurant  to  be  used  jointly  by 
the  House  and  Senate? 

Mr.  Stewart.  That  is  projected  in  another  part  of  the  program., 
to  the  west.  Eventually,  it  is  proposed  to  install  a joint  restaurant 
to  the  west,  overlooking  the  Mall,  but  at  the  present  time,  insofar 
as  restaurant  facilities  are  concerned,  the  Senate  will  have,  adjacent 
to  your  present  Senate  dining  room,  an  additional  area  the  full 
width  of  the  Senate  connecting  corridor  approximately  40  by  40  feet. 

Senator  Ellender.  Will  it  not  be  possible  to  have  a joint  res- 
taurant under  present  plans? 

Mr.  Stewart.  No.  The  House  will  get  comparable  quarters  on 
their  side,  in  the  east  front  extension. 

Senator  Ellender.  Well,  I guess  the  Senate  restaurant  will  con- 
tinue to  be  in  the  red,  as  it  has  been  in  the  past.  I thought  the  plan 
was  to  build  a facility  that  would  be  used  by  both  bodies,  thus  making 
it  possible  to  eliminate  the  present  subsidy  paid  for  the  Senate  res- 
taurant. As  I understand  the  subsidy  for  this  year  will  amount  to 
$50,000  more? 

Mr.  Stewart.  I do  not  know. 

Senator  Ellender.  In  any  event,  it  is  sizable. 

Mr.  Stewart.  I might  say,  Senator  Ellender,  in  our  plans  that 
have  been  submitted,  the  architects  and  the  Commission  felt  that  to 
get  a combination  restaurant  in  an  area  that  would  be  adjacent  to 
each  one  so  that  they  could  have  it  all  in  one  place,  the  logical  place 
would  be  on  the  west  side.  It  was  so  proposed,  but  we  have  not  yet 
been  authorized  to  proceed  with  this  part  of  the  program. 

Senator  Ellender.  I did  not  know  of  that.  I think  it  is  a mistake 
not  to  construct  a common  restaurant.  If  the  present  Senate  restau- 
rant is  extended  it  no  doubt  will  increase  the  subsidy  because  of  the 
increased  cost  of  operation  that  will  probably  result  from  the  expan- 
sion. Am  I correct? 

Mr.  Stewart.  I do  not  know,  sir. 

Senator  Ellender.  Well,  if  you  extend  the  present  facilities  it 
certainly  will  cost  more  to  operate  it. 

Mr.  Stewart.  I operate  the  three  restaurants  on  the  House  side, 
and  I would  say  that  they  are  getting  comparable  expansion  there, 
as  to  what  the  Senate  is,  and  from  an  operating  standpoint,  I would 
say  that  it  would  not  increase  any  cost. 

Senator  Ellender.  Well,  of  course  you  have  more  people  to  deal 
with  on  the  House  side. 

Mr.  Stewart.  We  feed  moie  people,  and  we  estimate  the  more 
people  we  have  to  feed  the  more  profit  we  might  make. 

Senator  Ellender.  That  is  not  true  in  the  Senate. 

Mr.  Stewart.  Let  me  say,  in  all  deference  to  the  operation  of  the 
restaurant,  a good  deal  of  the  cost  of  operating  it  would  come  to 
this 
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Senator  Stennis.  Pardon  me,  Mr.  Stewart.  There  is  nothing 
here  as  to  the  operations  of  a restaurant.  Why  do  you  insist  on  con- 
tinuing on  that  subject? 

Now,  if  I may  get  back  to  what  you  are  asking  on  this  breakdown 
of  estimates,  this  construction  work,  and  so  forth,  relating  largely  to 
the  Senate  front  there,  the  steps  and  the  understructural  work,  and 
your  item  is  with  reference  to  completing  this  tunnel  from  this  new 
building  to  the  Capitol;  is  that  correct? 

Mr.  Stewart.  That  is  correct,  with  the  terminal. 

Senator  Ellender.  Mr.  Chairman,  I was  asking  about  plans  for  a 
joint  restaurant  facility  when  the  east  front  extension  is  completed. 

Senator  Stennis.  No;  no. 

Senator  Ellender.  And  that  was  the  new  restaurant. 

Senator  Stennis.  No;  it  is  not. 

Senator  Ellender.  Was  it  not  contemplated  at  one  time? 

Mr.  Stewart.  I understand  some  years  ago;  it  was. 

Senator  Ellender.  Sure  it  was.  That  was  what  I was  trying  to 
find  out. 

Well,  are  we  not  permitted,  Mr.  Chairman,  to  ask  a few  questions? 

Senator  Stennis.  Of  course — and  I want  you  to,  but  I want  to  get 
in  these  points  here,  and  then  we  will  have  the  whole  thing. 

Now,  what  else  do  you  want  to  say  now  about  this  breakdown? 
It  seems  to  me  that  that  is  an  important  matter. 

Mr.  Stewart.  I have  submitted  a series  of  photographs,  showing 
the  condition  of  both  the  foundations  and  the  steps  themselves. 

Senator  Stennis.  We  have  seen  the  photographs. 

DISMANTLING  AND  REPLACING  SENATE  STEPS 

Mr.  Stewart.  What  I am  asking  for  now  is  sufficient  money  to 
extend  the  new  subway  just  constructed  up  to  the  Capitol  Building 
under  the  Senate  steps.  I want  to  carefully  take  down  and  dismantle 
the  marble  steps  that  are  there  now  and  the  check  walls  and  put  in 
new  foundations  and  replace  the  present  marble  treads,  which  have 
about  outlived  themselves,  with  granite  treads,  together  with  neces- 
sary underpinning. 

You  can  see,  in  some  of  those  foundations  there,  it  would  not  only 
be  treacherous,  but  it  would  be  very,  very  costly,  and  you  would  not 
have  anything  after  you  got  through.  It  is  much  easier — that  is,  for 
the  time  being — to  open  it  up  and  build  your  foundation  on  it.  There 
is  a little  extra  money  in  this  for  the  actual  cost  of  the  terminal,  to 
incorporate  certain  features  that  can  be  used  at  a future  time,  in  case 
they  every  put  in  any  sort  of  underground  system  to  the  front.  I 
followed  the  same  line  of  reasoning  with  the  extension  of  the  east  front, 
where  you  now  see  the  pilings  are  going  down. 

Senator  Stennis.  To  be  sure  that  the  committee  understands  this 
item  of  construction  here,  and  the  changing  of  the  foundations,  I think 
we  ought  to  make  this  clear: 

As  I understand,  this  is  a new  project  that  was  brought  in  here 
now  with  reference  to  these  steps  and  underpinnings  and  structural 
work  there,  the  foundation,  for  the  Senate  steps  there? 

Mr.  Stewart.  That  is  true. 

Senator  Stennis.  And  your  estimate  on  the  structural  work  there 
is  $2,492,605? 
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Mr.  Stewart.  That  is  for  the  subway  and  the  terminal. 

Senator  Stennis.  Over  at  that  end  [indicating]? 

Mr.  Stewart.  That  is  right. 

Senator  Stennis.  Well,  that  is  wh}^  I thought  the  committee  ought 
to  pay  special  attention. 

Senator  Ellender.  Is  this  connected  with  the  extension  of  the 
Capitol  project? 

Air.  Stewart.  Yes,  sir;  it  is  part  of  the  overall  project. 

Senator  Ellender.  Is  it  included  in  the  $17  million? 

Air.  Stewart.  No,  sir. 

Senator  Ellender.  This  $4  million  would  be  in  addition? 

Air.  Stewart.  That  is  right. 

Senator  Ellender.  You  are  going  to  remove  the  Senate  steps? 

Mr.  Stewart.  I am  going  to  dismantle  them  and  rebuild  them, 
make  stronger  foundations.  That  is  why  I had  those  photographs 
made  to  show  you  their  present  deteriorated  condition. 

Senator  Ellender.  Is  it  necessary  to  do  that  now,  Mr.  Stewart? 

Mr.  Stewart.  Well,  it  has  to  be  done  some  time  soon,  or  you  will 
not  have  your  steps. 

Senator  Stennis.  Within  how  many  years  would  it  have  to  be  done, 
10  years,  5 years? 

Air.  Stewart.  Since  I have  been  in  here,  in  4 years  I know  I have 
been  compelled  to  put  wedges  there,  as  you  can  see  in  some  of  the  open 
joints,  that  is,  in  the  marble,  and  there  is  a definite  settlement,  there 
is  a definite  slippage  to  the  eastward  on  the  steps. 

Senator  Stennis.  As  I understand,  you  are  going  to  be  in  there 
anyway,  completing  this  underground  passageway,  and  the  terminal? 

Air.  Stewart.  That  is  right. 

Senator  Stennis.  And  you  decided  that  you  should  request  this  now 
to  do  all  the  job  in  one  package;  is  that  correct? 

Air.  Stewart.  There  is  another  factor. 

Senator  Stennis.  Will  you  answer  my  question?  Is  that  why  you 
have  that  in  there? 

Mr.  Stewart.  Yes. 

There  is  another  angle.  The  Commission  on  the  Extension  of  the 
Capitol,  of  w hich  I have  the  honor  to  be  a member,  felt  that  since  we 
are  not  going  to  proceed  at  this  time  with  the  construction  of  the 
proposed  underground  garage  beneath  the  Capitol  Plaza,  they  wanted 
to  go  on  record  that  they  concurred  in  the  Senate’s  desire  to  complete 
their  terminal  so  they  could  have  the  use  of  it  soon,  perhaps  years  in 
advance  of  the  actual  construction  of  the  underground  garage. 

Senator  Ellender.  Where  is  the  authorization  for  the  $4  million? 

Air.  Stewart.  Under  the  “Extension  of  the  Capitol”  project. 

Senator  Ellender.  But  you  asked  for  only  $17  million. 

Air.  Henlock.  It  is  a wide-open  authorization. 

Senator  Stennis.  Is  there  anything  else  now  that  you  want  to  say? 

Senator  Ellender.  If  I may  be  permitted  to  ask  this  question: 
How  about  the  House  side?  Are  you  going  to  extend  that,  too? 

Air.  Stewart.  Yes,  sir. 

Senator  Ellender.  Are  you  going  to  do  anything  to  the  House 
steps? 
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HOUSE  WING  SITUATION 

Mr.  Stewart.  The  House  side  presents  a different  problem.  The 
additional  building  lies  to  the  west  of  the  Capitol  Building.  Both 
of  your  Senate  buildings  lie  to  the  east.  The  logical  place  on  the 
Senate  side  is  to  come  in  on  the  east  side  of  the  Capitol.  There  will 
be  one  leg  of  the  tunnel  from  the  additional  House  Office  Building 
that  will  come  to  the  west  side  of  the  House  wing  of  the  Capitol. 

We  plan  to  put  a new  one  in  to  take  care  of  the  two  present  build- 
ings, which  will  connect  with  the  east  side  of  the  House  wing. 

The  other  tunnel,  that  is  in  now,  is  nothing  more  than  a pedestrian 
tunnel,  and  is  not  any  more  adapted  for  transportation  than  your 
present  tunnel  is  now  with  the  facilities  in  it,  and  the  narrowness  of  it, 
and  the  lack  of  proper  alinement. 

Senator  Ellender.  Who  brought  this  to  the  attention  of  the  Com- 
mission? 

Mr.  Stewart.  The  Senators. 

Senator  Ellender.  I know  that,  but  you  did  it,  did  you  not? 

Mr.  Stewart.  I did  it  under  orders. 

Senator  Ellender.  The  same  as  you  did  with  the  Senate  garage? 

Mr.  Stewart.  That  is  right. 

Senator  Ellender.  I have  served  here  for  22  years  and  I have  never 
seen  an  architect  who  found  more  things  to  do  than  Mr.  Stewart.  It 
is  unending. 

Mr.  Stewart.  Is  that  in  the  way  of  a commendation? 

Senator  Ellender.  Well,  you  can  take  it  that  way,  if  you  will. 

UNDERGROUND  TRANSPORTATION  STRUCTURE 

Senator  Stennis.  Now,  back  to  this  structural  work,  $2,492,605. 
I am  not  clear  in  my  mind  whether  that  item  related  to  the  steps, 
primarily;  or  to  the  underground  transportation  structure,  primarily. 

Mr.  Stewart.  It  is  the  underground  transportation  structure,  sir. 

Senator  Stennis.  All  right.  I think  I did  not  make  my  question 
clear  a few  minutes  ago. 

Chairman  Hayden.  Let  me  see  if  I can  get  it  through  my  head: 
The  underground  transportation  will  connect  with  the  Senate  wing  of 
the  Capitol  under  those  steps? 

Mr.  Stewart.  That  is  right. 

Chairman  Hayden.  Well,  if  you  undermine  the  steps  in  order  to 
get  the  tunnel  in  there,  finish  it,  complete  the  tunnel  that  now  comes 
part  way  into  the  street,  your  step  is  just  liable  to  fall  into  the  hole; 
is  that  right? 

Mr.  Stewart.  That  is  right. 

Chairman  Hayden.  You  take  them  out  of  the  way  and  then  replace 
them  after  you  finish  the  tunnel? 

Mr.  Stewart.  That  is  right. 

Chairman  Hayden.  All  right.  It  has  to  be  done  that  way. 

Senator  Stennis.  All  right,  Mr.  Chairman,  with  reference  to  that 
part  of  the  bill  pertaining  to  what  was  mentioned,  I think  that 
presents  the  highlights  that  I referred  to;  and  that  is  all  I have  now 
on  that  part  of  the  bill.  There  are  two  or  three  items  and  the  witnesses 
are  here  for  those  items  when  the  committee  is  through  with  these 
witnesses. 
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Senator  Ellender.  Mr.  Chairman,  I would  suggest  that  this  last 
item  of  $4  million  be  deferred  until  a further  study  is  made. 

Chairman  Hayden.  The  point,  Senator,  in  my  mind  is:  You  have 
a tunnel  that  does  not  connect.  Now,  that  tunnel  has  to  go  under 
those  steps  and  connect  with  the  building.  That  is  what  it  is  designed 
to  do. 

Senator  Ellender.  Why  was  it  not  thought  of  before?  Now  it 
comes  in  as  an  extra. 

Chairman  Hayden.  Let  me  ask  you  this,  Mr.  Stewart: 

The  propositions  are  combined;  that  is,  completing  the  tunnel 
under  the  building  and  the  renovation  of  the  steps.  That  is  all  one 
job? 

Mr.  Stewart.  That  is  right.  It  was  included  in  the  studies  of  the 
plans  of  the  extension  of  the  Capitol. 

Chairman  Hayden.  What  I am  getting  at  is  this:  All  along  you 
knew,  in  order  to  get  the  tunnel  into  the  building,  it  had  to  come 
under  these  steps? 

Mr.  Stewart.  That  is  right. 

Chairman  Hayden.  And  it  was  planned  therefore  to  move  the 
steps  at  the  time  you  did  the  tunnel? 

Mr.  Stewart.  That  is  right. 

Chairman  Hayden.  It  is  nothing  new. 

Senator  Ellender.  Why  couldn’t  that  tunnel  be  connected  with 
the  present  one  from  the  Old  Senate  Office  Building? 

Chairman  Hayden.  If  the  Senator  will  do  as  I did  the  other  day 
and  walk  down  and  go  in  that  door  and  see  what  the  tunnel  is  and 
compare  that  with  the  old  one,  you  will  see  the  new  one  requires 
about  twice  as  much  space  as  the  old  one.  You  could  not  get  in  and 
out  of  it.  It  would  be  just  impossible. 

Senator  Ellender.  Mr.  Chairman,  I am  suggesting  that  the  tunnel 
we  are  now  using  for  the  old  Senate  Office  Building,  could  easily  be 
connected  with  the  new  building,  instead  of  having  a direct  route  to 
the  Capitol.  This  would  enable  us  to  save  some  money. 

Chairman  Hayden.  We  have  come  to  the  place  where  either  you 
are  going  to  have  no  communication  by  tunnel  with  these  buildings, 
or  you  have  to  go  under  those  steps. 

Senator  Ellender.  I thought  the  new  tunnel  would  connect  with 
the  old  one. 

Chairman  Hayden.  That  tunnel  is  practically  completed  now,  ex- 
cept to  get  across  the  street  and  under  the  building. 

Senator  Stennis.  Yes. 

NECESSITY  OF  RECONSTRUCTION  OF  STEPS 

Mr.  Chairman,  I have  one  more  question  here  with  reference  to 
this  tunnel  and  the  Senate  steps  and  so  forth. 

Mr.  Stewart,  I thought  you  told  me  yesterday  that  this  entire  step 
matter  would  most  probably  have  to  be  redone  within  a 10 -year 
period,  at  the  most,  is  that  correct? 

Mr.  Stew^art.  That  is  right.  That  is  my  considered  judgment. 

Senator  Stennis.  All  right;  I just  wanted  to  get  your  opinion  on 
that. 

Mr.  Stewart.  Regardless  of  the  tunnel,  that  will  have  to  be  done. 

Senator  Allott.  Mr.  Chairman,  may  I ask  a question? 
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Chairman  Hayden.  Yes. 

Senator  Allott.  In  order  that  I understand  the  implication  of  your 
last  question  and  the  last  answer,  what  you  are  saying  is  that  if  you 
complete  the  present  tunnel  from  the  New  Office  Building  to  the 
( 'apitol  under  the  front  steps  of  the  Senate  wing,  and  replace  the  steps 
that  are  now  in  there,  that  the  reconstruction  of  those  front  steps 
would  have  to  be  done  in  any  event  within  10  years? 

Mr.  Stewart.  That  is  right. 

Senator  Stennis.  May  I ask  one  more  question  on  a point  I over- 
looked in  line  with  Senator  Allott’s  remark? 

What  was  it  you  told  me  yesterday  about  discovering  this  water  and 
everything  that  has  been  running  under  these  all  of  this  time,  when 
you  made  the  borings? 

SUBTERRANEAN  CONDITIONS 

Mr.  Stewart.  Three  years  ago,  we  made  test  borings  in  the 
Capitol  Grounds  for  the  first  soil  examination  that,  to  the  best  of  my 
knowledge,  was  ever  made  here  on  the  Hill,  included  were  borings  in 
the  northeast  section,  right  in  back  of  where  that  little  covered  shed 
is. 

Senator  Stennis.  You  mean  the  Senate  steps? 

Mr.  Stewart.  Just  northeast  of  the  Senate  steps,  between  the 
steps  and  the  present  Senate  Office  Building.  One  of  the  drills  went 
down  through  80  feet  of  crust,  of  earth,  and  then  suddenly  dropped 
out  of  sight. 

We  bucketed  out  the  material  and  found  it  was  wet,  full  of  water 
and  fine  sand.  We  thought  at  that  time  that  maybe  we  had  struck 
an  underground  watercourse,  maybe  a subterranean  cavern  of  some 
kind,  that  we  did  not  know  anything  about. 

Incidentally,  the  rock  under  this  building  and  this  area  is  208  feet 
down  from  the  surface  underneath  the  steps  so  we  know  we  have  an 
alluvial  deposit  of  mud  200  feet  thick,  and  we  wanted  to  be  very 
careful  of  what  structure  we  put  on  it. 

Now,  later  on  when  this  subway  was  planned  to  be  located  there, 
we  had  to  reroute  some  of  the  facilities  and  the  utilities,  one  of  them 
being  a 12-inch  watermain  that  was  installed  in  the  late  twenties  or 
early  thirties,  and  when  it  was  dug  up  by  the  Water  Department  of 
the  District  of  Columbia  it  was  found  to  be  leaking. 

The  year  that  we  made  the  test  borings,  I put  wedges  and  soffits 
down  in  the  so-called  driveway  underneath  the  steps,  first  in  steel 
and  then  in  hardwood,  and  they  fell  out,  which  showed  there  was 
still  a movement  or  creeping  on  the  sheer  of  the  earth  following  some- 
thing. I drove  iron  wedges,  which  you  can  now  see  in  some  of  the 
pictures  before  you,  under  the  steps,  to  try  to  keep  them  in  alinement, 
to  keep  from  getting  out  of  shape  and  breaking,  but  immediately  after 
the  leak  was  repaired  in  the  waterline  the  movement  subsided  to 
quite  an  extent. 

Now,  it  could  have  been  that  leak  that  had  caused  these  steps  to  go, 
because  the  steps  on  the  House  side  are  good  for  a good  many  more 
years.  They  show  no  signs  of  movement  one  way  or  the  other,  but 
with  just  a casual  glance,  if  you  should  go  by  there,  if  you  will  just 
look  at  the  panels  on  either  the  north  side  or  this  other  side  you  can 
see  the  movement  that  has  taken  place  in  the  Senate  steps. 
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At  this  pomt,  I would  like  to  submit  for  the  record  my  prepared 
statement  on  this  item. 

Senator  Stennis.  All  right.  Thank  you. 

(The  statement  referred  to  follows:) 

Extension  of  the  Capitol  Project,  $4,000,000 

This  estimate  is  submitted  at  the  direction  of  the  Commission  for  the  extension 
of  the  U.S.  Capitol. 

To  date,  $17  million  has  been  authorized  for  the  extension  of  the  Capitol  project. 
Under  this  amount,  the  east  central  front  of  the  Capitol  is  being  extended  32  feet 
6 inches  and  reconstructed  in  marble;  necessary  repairs  are  being  made  to  the 
Dome;  and  the  Capitol  is  being  provided  with  improved  illumination. 

The  amount  of  $4  million  requested  to  be  included  in  the  second  supplemental 
appropriation  bill  is  required  to  provide  for  the  design  and  construction  of  a 
subway  terminal  for  the  new  Senate  subway  system,  to  be  located  under  the  steps 
of  the  Senate  wing  of  the  U.S.  Capitol,  and  extension  of  the  new  Senate  subway 
into  the  Capitol  Building,  to  be  designed  in  such  a manner  as  to  permit  of  the 
future  construction  of  a garage  beneath  the  Capitol  Plaza,  if  hereafter  approved; 
also,  for  the  reconstruction  of  the  steps  of  the  Senate  wing  of  the  Capitol  and  their 
substructure,  which  are  presently  in  a deteriorated  condition,  replacing  the 
present  marble  steps  with  granite  steps. 

The  long-range  plans  for  the  extension  of  the  Capitol  submitted  by  the  Architect 
of  the  Capitol  to  the  Commission  contemplate  construction  of  a large  underground 
garage  beneath  the  Capitol  Plaza.  It  was  originally  proposed  that  the  new  Senate 
subway  terminal  would  be  constructed  simultaneously  with,  and  as  a part  of,  the 
garage  project.  However,  as  it  now  appears  that  the  garage  will  be  left  for  future 
approval,  while  the  Senate  subway  terminal  is  presently  required,  funds  are 
requested  to  proceed  at  this  time  with  the  subway  terminal  and  related  work  as  a 
separate  part  of  the  project. 

The  first  unit  of  a new  Senate  subway  and  subway  transportation  system 
was  designed  under  funds  allowed  for  the  Bew  Senate  Office  Building  and  its 
construction  is  nearing  completion.  This  system  is  designed  to  operate  between 
both  the  Old  and  New  Senate  Office  Buildings  and  the  ( apitol.  However,  before 
it  can  so  operate,  it  is  necessary  to  construct  a subway  terminal  and  to  extend  the 
new  tunnel  system  to  connect  with  that  terminal. 

The  subway  unit,  alreadv  constructed,  terminates  as  a stub  tunnel  and  tem- 
porary terminal  at  the  north  wall  of  the  proposed  new  underground  garage  and  is 
connected  by  a pedestrian  and  equipment  access  tunnel  56  feet  long  to  the  old 
subway. 

The  preliminary  design  of  the  new  subway  contemplates  a Capitol  terminal 
located  under  the  present  Senate  wing  east  steps.  This  location  will  allow  the 
transportation  system  to  terminate  close  to  the  present  Senate  elevators  in  the 
east  wing. 

The  Capitol  terminal  will  consist  of  an  underground  area  under  the  Senate  steps 
for  the  termination  of  the  transportation  systems  from  the  Old  and  New  Senate 
Office  Buildings.  Adequate  provisions  will  be  made  for  loading  and  unloading. 
From  this  terminal  up  to  the  basement  floor  of  the  ( apitol  will  be  a short  escalator 
and  easy  ramp.  This  is  necessary  due  to  the  surface  grade  not  allowing  the 
terminal  to  be  high  enough  for  a level  connection.  It  will  be  necessary  to  ta^e 
down  the  present  Senate  steps  and  reconstruct  them.  They  have  at  present  some 
bad  cracks  and  are  not  in  good  repair  and  should  be  reconstructed  in  any  event. 
The  new  steps  will  be  constructed  of  granite.  The  new  subway  tunnels  will  be 
extended  from  their  present  termination  to  the  new  subway  terminal. 

The  terminal  will  be  designed  to  take  into  consideration  the  future  construction 
of  the  proposed  underground  garage.  With  the  completion  of  this  terminal,  the 
transportation  cars  will  stop  as  close  to  the  elevators  in  the  Capitol  Building  as 
is  practical. 
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Breakdown  of  estimate 

Structural  work:  Sheet  piling,  excavations,  foundations,  concrete 


floors,  walls  and  roof,  waterproofing,  and  c ^ other ‘inoiscellaneous 

structural  work $2,  492,  605 

General  finish  work:  Plastering,  acoustical  material,  doors,  railing, 

escalators,  painting,  and  other  miscellaneous  finish  work 197,  340 

Relocation  of  water,  sewer,  and  steam  lines,  sprinkler  and  drainage 

systems 34,  534 

Mechanical  work:  Air  conditioning  and  heating 103,  5101 

Electrical  work : Lighting,  power,  trolley  extension,  signal  system, 

and  other  miscellaneous  work 132,  459 

Demolition  and  reconstruction  of  Senate  wing  east  steps 325,  000 

Underpinning  east  wall  of  Senate  wing  of  Capitol 125,  000 

Architectural  and  engineering  fees,  administrative,  and  contin- 
gencies  589,  552 


Total 4,  000,  00D 


Senate  Periodical  Press  Gallery 

STATEMENTS  OF  WILLIAM  S.  CHEATHAM,  ADMINISTRATIVE 

ASSISTANT  TO  SERGEANT  AT  ARMS,  AND  GEORGE  CULLEN, 

CHAIRMAN  OF  THE  EXECUTIVE  COMMITTEE  OF  THE  PERIODICAL 

PRESS  GALLERY 

Additional  Employee 

Senator  Stennis.  Mr.  Chairman,  I have  two  items  here,  “Senate 
Periodical  Press  Gallery/’  asking  for  an  additional  employee,  and  the 
“Senate  Radio-Television  Correspondent’s  Gallery,”  requesting  an 
additional  employee. 

Mr.  Cheatham,  the  Administrative  Assistant  to  the  Sergeant  at 
Arms,  has  a letter  from  these  groups,  and  I understand  they  have 
then’  own  witnesses  here.  I do  not  know  who  is  going  to  testify  for 
which  item,  but  I think  the  first  one  on  our  list  here  is  the  Periodical 
Press  Gallery. 

Do  you  wish  to  make  a brief  statement  first,  Mr.  Cheatham? 

Mr.  Cheatham.  Mr.  Chairman,  the  Periodical  Press  Gallery  has 
written  the  Sergeant  at  Arms,  asking  the  Sergeant  at  Arms  to  request 
an  additional  employee  for  the  Periodical  Press  Gallery. 

Mr.  Duke,  the  Sergeant  at  Arms,  has  written  the  committee  a letter 
stating  that  he  is  highly  in  favor  of  providing  the  Periodical  Press 
Gallery  with  a second  employee.  At  the  moment  they  have  only 
one  staff  member  employed  by  the  Senate.  The  gallery  has  300 
members  representing  periodicals  of  various  types  from  all  over  the 
country,  of  which  Mr.  George  Cullen,  chairman  of  the  gallery’s 
executive  committee,  can  tell  you  more  in  detail,  if  you  care  to  hear  it. 

Until  recently  the  gallery  had  only  one  room  to  operate,  which  is  in 
the  Senate  wing  of  the  Capitol  just  outside  of  the  Senate  gallery. 
Now  this  gallery  is  using  an  additional  room  over  in  this  building, 
the  new  Senate  Office  Building. 

Everything  is  now  spread  out  so  much.  Most  of  the  committees 
are  now  located  in  the  new  building  but  the  Senate  meets  in  the 
Capitol.  It  is  impossible  for  the  present  one-staff  member  to  be  in 
both  buildings  at  the  same  time.  The  telephones  have  to  be  answered 
in  both  places. 
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The  press  releases  of  Senators  and  committees  must  be  collected  and 
handed  out  in  each  room.  If  the  present  man  is  sick  there  is  not  any- 
body to  look  after  them. 

Xow,  all  of  the  other  three  Press  Galleries  have  two  or  more  Senate- 
employed  staff  members. 

DESCRIPTION  OF  PERIODICAL  PRESS  GALLERY 

Senator  Stennis.  Pardon  me.  Just  what  does  the  Periodical 
Press  Gallery  include?  I think  I know,  but  let  the  record  show  that. 

Mr.  Cheatham.  Suppose  I let  Mr.  Cullen  do  that. 

Mr.  Cullen.  Mr.  Chairman,  the  Periodical  Press  Gallerv  includes 
all  the  leading  news  magazines  such  as  Time,  Life,  News  Week,  PCS. 
Xews,  and  scores,  I think,  maybe  even  hundreds  of  trade  publications, 
.and  it  also  includes  some  farm  publications. 

Senator  Stennis.  You  are  chairman  of  that  gallery? 

Mr.  Cullen.  Yes.  We  represent  a circulation  of  over  160  million. 

Senator  Stennis.  Go  ahead,  Mr.  Cullen. 

Mr.  Cullen.  I merely  want  to  endorse  what  Mr.  Cheatham  has 
said  so  far. 

This  has  really  become  a serious  gap  in  our  administrative  setup. 
It  is  necessary  for  our  superintendent,  Mr.  Perry,  to  spend  a good 
part  of  the  day  over  in  this  building  now,  which  means  that  our  main 
gallery  headquarters  in  the  Senate  wing  of  the  Capitol  is  left  un- 
manned by  any  authorized  person.  It  means  that  correspondents 
who  are  working  there  are  frequently  interrupted  in  then  work  to 
.answer  phones  and  answer  questions  and  to  take  care  of  details  which 
Mr.  Perry  should  be  over  there  handling;  but  he  has  to  be  over  here 
while  committee  hearings  are  in  progress. 

Senator  Ellender.  You  have  only  one  employee. 

Mr.  Cullen.  Onlv  one.  It  is  reallv  an  urgent  situation  with  us 
now,  because  it  is  becoming  quite  a physical  burden  for  Mr.  Perry. 

Senator  Ellender.  Why  could  you  not  carry  on  at  one  place  or  the 
•other? 

Mr.  Cullen.  You  cannot  do  that,  Senator,  because  you  are  now 
running  a lot  of  hearings  in  this  building  and  our  correspondents  are 
very  interested  in  covering  these  hearings.  We  frequently  have  more 
than  a dozen  or  so  of  our  coi respondents  over  here  in  the  morning 
•covering  various  hearings.  Mr.  Perry  has  to  be  on  hand  to  take  care 
of  them  and  while  he  is  here  our  main  gallery  is  left  unmanned. 

Senator  Ellender.  When  this  new  building  was  erected,  I stated 
that  the  more  rooms  you  build  the  more  people  you  have  to  have, 
and  here  we  have  another  example. 

Senator  Stennis.  Do  you  have  anything  further,  Mr.  Cullen? 

Mr.  Cullen.  Could  we  include  in  the  record  the  letters  to  which 
Mr.  Cheatham  referred? 

Senator  Stennis.  All  right;  that  may  be  done. 

(The  letters  referred  to  follow:) 
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U.S.  Senate, 

Office  of  the  Sergeant  at  Arms, 

Washington,  D.C.,  April  8,  1959. 

lion.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 
lr.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman:  George  Cullen,  chairman  of  the  executive  committee 
of  the  Periodical  Press  Gallery,  renewed  the  request  of  that  gallery  for  a new 
position  for  a second  staff  member.  Attached  is  a copy  of  Mr.  Cullen’s  letter  to 
me  dated  April  6,  1959. 

It  is  my  sincere  opinion  that  the  Periodical  Press  Gallery  is  not  only  in  need  of 
but  should  be  furnished  the  new  place  as  requested.  Each  of  the  other  three 
Senate  Press  Galleries  now  has  two  or  more  Senate  employees  serving  on  its  staff. 
The  Periodical  Gallery  membership  is  more  than  50  percent  greater  than  each  of 
two  of  the  other  galleries. 

The  Periodical  Gallery  occupies  offices  in  both  the  Senate  wing  of  the  Capitol 
and  the  new  Senate  Office  Building.  However,  as  this  gallery  has  only  one  staff 
member,  the  superintendent,  it  is  impossible  for  him  to  maintain  and  operate 
both  sets  of  offices  by  himself.  Although  he  spends  part  of  his  time  in  each  office, 
one  of  the  offices  is  always  unattended.  When  he  is  away  there  is  no  one  to  serve 
the  gallery  or  protect  Senate  property. 

The  $3,000  base  salary  requested  would  provide  a gross  salary  of  $6,308.  I 
hope  the  committee  will  create  this  position  in  the  second  supplemental  appro- 
priation bill,  1959,  which  is  now  being  considered  by  the  committee. 

Sincerely, 


Joseph  C.  Duke,  Sergeant  at  Arms. 


Congress  of  the  United  States, 

Periodical  Press  Galleries, 
Washington,  D.C.,  April  6,  1959. 

Mr.  Joseph  C.  Duke, 

Sergeant  at  Arms,  U.S.  Senate,  Washington,  D.C. 

Dear  Joe:  The  executive  committee  Has  once  again  authorized  me  to  renew 
our  request  for  an  assistant  superintendent  for  the  Senate  Periodical  Press  Gallery. 

As  you  know,  we  now  have  only  one  superintendent,  Mr.  William  Perry.  Since 
committee  hearings  have  started  in  the  new  Senate  Office  Building,  it  is  necessary 
for  Mr.  Perry  to  spend  most  of  his  time  in  the  mornings  there,  manning  our  press 
room  in  that  building.  We  need  another  superintendent  either  to  relieve  Mr. 
Perry  in  the  new  Senate  Office  Building  or  to  man  our  main  Press  Gallery  here  in 
the  Senate  wing  of  the  Capitol  while  Mr.  Perry  is  absent. 

Our  gallery  membership  is  now  around  300  correspondents  who  represent 
scores  of  national  magazines  and  trade  publications  covering  every  phase  of 
congressional  activity.  The  total  readership  represented  by  our  members  is 
estimated  at  more  than  160  million.  We  feel  the  requirements  of  this  member- 
ship are  such  as  to  justify  a modest  increase  in  our  gallery  s\,aff,  such  as  we  are 
requesting  at  this  time. 

We  respectfully  request  authorization  to  hire  an  assistant  superintendent  for 
the  Senate  Periodical  Press  Gallery  at  a minimum  annual  basic  salary  of  $3,000. 
Sincerely  yours, 

George  Cullen,  Chairman. 


gallery  recommendations 

Senator  Stennis.  Now,  what  do  you  recommend  on  this  employ- 
ment? You  are  in  a responsible  position  there.  You  are  not,  of 
course,  employed  by  the  gallery;  you  are  a member  of  the  gallery? 

Mr.  Cullen.  That  is  correct. 

Senator  Stennis.  What  are  your  recommendations  here? 

Mr.  Cullen.  We  are  asking  for  authority  to  hire  an  assistant 
superintendent  at  a base  salary  of  $3,000. 

Senator  Stennis.  What  will  that  be  in  total  pay? 

Mr.  Cheatham.  $6,300. 

Senator  Stennis.  Can  you  get  a competent  man  for  that  amount? 
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Mr.  Cullen.  We  feel  we  would  have  to  pay  at  least  that  to  get  a 
competent  man. 

Senator  Stennis.  Can  you  get  one  for  it? 

Mr.  Cullen.  Yes;  we  believe  we  can. 

Senator  Stennis.  All  right;  that  is  all  I want  to  know.  Is  there 
anything  else  you  want  to  say? 

Mr.  Cullen.  That  is  all. 

Radio-Television  Correspondents’  Gallery 

STATEMENT  OF  JOSEPH  F.  McCAFFREY,  REPRESENTING  THE 
STANDING  COMMITTEE  OF  THE  RADIO-TELEVISION  GALLERY, 
ACCOMPANIED  BY  ROBERT  C.  HOUGH,  SUPERINTENDENT  OF 
THE  SENATE  RADIO-TELEVISION  GALLERY 


Additional  Employee 


Senator  Stennis.  The  chairman  has  a letter  from  Edward  P. 
Morgan,  chairman  of  the  Radio-Television  Correspondents’  Gallery, 
in  which  he  requests  an  additional  employee  for  the  auxiliary  facilities 
in  the  New  Senate  Office  Building. 

Mr.  Reporter,  Mr.  Morgan’s  letter  will  be  included  in  the  record 
at  this  point. 

(The  letter  referred  to  follows :) 


Congress  of  the  United  States, 
Radio-Television  Correspondents’  Galleries, 

Washington , D.C.,  January  28,  1959. 

Hon.  Carl  Hayden, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Hayden:  The  superintendent  of  the  Senate  Radio-Television 
Gallery,  Robert  C.  Hough,  has  been  informed  that  the  auxiliary  facilities  in  the 
New  Senate  Office  Building  will  be  ready  for  occupancy  by  March  1959. 

The  members  of  the  executive  committee  are  of  the  belief  that  an  additional 
position,  to  be  designated  as  an  assistant  superintendent  at  a basic  salary  of 
$2,820,  would  be  advisable  at  this  time,  if  these  facilities  are  to  provide  the  services 
to  the  Senators  and  the  radio  and/or  television  news  media  for  which  they  were 
established.  With  the  complete  approval  of  the  executive  committee,  Mr.  Hough 
would  like  to  staff  the  facilities  in  the  New  Senate  Office  Building  as  soon  after 
they  are  completed  as  possible. 

Therefore,  I would  appreciate  your  considering  this  letter  as  a formal  request 
from  the  executive  committee  to  have  a representative  appear  before  the  Ap- 
propriations Committee  during  the  consideration  of  the  first  supplemental.  Your 
thoughtful  approval  of  this  request  would  be  greatly  appreciated. 

Yours  sincerely, 


Edward  P.  Morgan,  Chairman. 


General  Statement 


Senator  Stennis.  You  gentlemen  here  are  ready  to  testify;  are  you 
not? 

Mr.  McCaffrey.  I am  Joseph  F.  McCaffrey,  representing  the 
standing  committee  of  the  Radio-Television  Gallery,  which  has  about 
200  correspondents  accredited  to  it. 

We  are  asking  for  an  extra  man  to  be  used  to  help  to  assist  the 
members  of  the  Senate  in  their  dealings  with  radio  and  television. 

This  man  would  be  stationed  here  in  the  new  radio-television 
facility  in  this  building. 
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I would  like  to  point  out  this  is  the  first  staff  increase  requested  by 
the  gallery  in  more  than  11  years,  since  early  1948,  and  that  we  have 
operated  with  a staff  of  4.  But,  during  that  time,  gentlemen,  radio 
and  television  coverage  have  skyrocketed. 

In  1948,  major  committees  of  the  Senate  had  not  accepted  as  a 
regular  procedure  radio-television  and  film  coverage  of  their  hearings. 
Today,  such  coverage  is  regarded  as  routine. 

Eleven  years  ago  not  more  than  100  programs  a year  originated  from 
our  gallery  in  G-25  in  the  Capital. 

In  1957,  643  shows  originated  from  that  gallery  and  this  was  an 
increase  of  50  percent  over  1956. 

In  1958,  last  year,  735  programs  originated  from  our  facility. 

Now,  it  is  this  rapid  growth  which  necessitates  our  moving  some  of 
these  programs  to  this  facility  that  we  now  have  in  this  office  build- 
ing, and  to  make  use  of  this  new  and  very  convenient  studio  area,  for 
which  we  certainly  thank  the  Members  of  the  Senate,  we  need  some- 
one to  act  as  a housekeeper,  especially  in  the  handling  of  hearings. 

Sometimes  our  people  are  at  8 or  10  hearings  in  a day,  and  we  need 
somebody  in  there,  because  of  television,  because  of  the  lights,  because 
of  the  wires,  to  make  sure  that  what  happened  over  in  the  House  a 
couple  of  years  ago  where  one  of  the  lights  fell  on  a Member,  does  not 
happen  here  in  the  Senate. 

GROWTH  OF  RADIO  AND  TELEVISION  COVERAGE 

I would  like,  just  for  a minute,  to  trace  a little  of  this  growth  of 
radio  and  television  coverage  since  1948. 

Radio  and  television  reporting  is  perhaps  the  most  rapidly  expand- 
ing profession  in  Washington  today.  Besides  the  4 major  nationwide 
radio  networks  and  3 major  television  networks,  183  individual  radio 
and  television  stations  now  have  correspondents  here  in  Washington, 
and  this  does  not  include  the  stations  that  send  in  men  for  special 
hearings. 

For  instance,  today,  we  have  men  representing  stations  in  North 
Carolina  and  South  Carolina  who  have  come  up  here  especially  to 
cover  the  constitutional  rights  court.  These  people  are  given  permits, 
working  gallery  cards. 

Today,  the  television  and  radio  stations  are  no  longer  uninterested 
in  what  Congress  does.  These  stations  are  interested  in  what  their 
own  Members  of  Congress,  especially  their  Senators,  are  doing. 

Because  of  this,  I believe  at  the  end  of  this  year  we  will  probably 
have  at  least  225  individual  stations  represented  here. 

SALARY  SCALE 

Senator  Stennis.  May  I ask  you  a question? 

What  salary  scale  do  you  propose  for  this  man? 

Mr.  McCaffrey.  $2,820. 

Senator  Stennis.  How  much  will  that  be,  totalling? 

Mr.  McCaffrey.  About  $5,550. 

Senator  Stennis.  Could  you  get  a competent  man  for  that  sum? 

Mr.  McCaffrey.  We  believe  we  can. 

Senator  Stennis.  You  have  four  now? 

Mr.  McCaffrey.  We  do. 
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Senator  Stennis.  Why  could  you  not  send  one  of  those  four  over 
here  to  do  this  work? 

Mr.  McCaffrey.  We  can,  but  in  turn  we  are  going  to  be  neglecting 
the  work  that  has  to  be  done. 

Senator  Stennis.  Over  on  the  Capitol  side? 

Mr.  McCaffrey.  On  the  Capitol  side,  and  generally,  on  the  Senate 
side  of  the  Hill. 

Senator  Stennis.  Is  there  anything  else  you  want  to  say? 

Mr.  McCaffrey.  That  is  all. 

Senator  Stennis.  Mr.  Chairman,  that  is  all  the  testimony  we  have.. 

Independent  Offices 
Federal  Communications  Commission 

SALARIES  AND  EXPENSES 


March  31,  1959. 

Senator  Warren  G.  Magnuson, 

Chairman,  Appropriations  Subcommittee  on  Independent  Offices,  II  ashington,  D.C. 


Dear  Senator  Magnuson:  The  Federal  Communications  Commission  wishes 
to  appeal  to  the  Senate  for  restoration  of  the  cut  made  by  the  House  of  Repre- 
sentatives in  our  request  for  a supplemental  appropriation  of  $778,000  to  cover 
the  cost  of  the  pay  increase  approved  by  the  Congress  in  1958.  The  House 
arbitrarily  reduced  this  amount  by  10  percent  and  approved  only  $700,200. 

It  was  a formula  cut.  Workloads,  backlogs,  and  problems  of  the  Commission 
will  continue  to  grow  in  its  duties  to  regulate  a constantly  expanding  com- 
munications industry. 

The  tremendous  growth  and  expansion  of  this  industry  apparently  has  never 
been  fully  comprehended.  As  a result,  this  Commission  has  been  faced  with  the 
task  of  trying  to  regulate  in  the  communications  field  with  insufficient  staff. 
In  the  last  6 years  our  workloads  have  almost  doubled  in  many  areas  and  they 
have  become  far  more  complex.  Appropriations  adequate  to  finance  the  staff 
needed  to  cope  with  these  problems  and  workloads  have  not  been  provided. 

As  a result,  the  Commission  is  finding  it  increasingly  difficult,  and  in  many 
areas  impossible,  to  keep  up  with  these  mounting  workloads  and  it  lacks  the 
manpower  to  deal  with  many  important  matters  which,  in  the  public  interest, . 
need  policy  determination.  Projects  which  demand  immediate  consideration 
necessitate  taking  staff  members  off  application  processing  and  other  day-to-day 
work  and  then  backlogs  develop.  These  backlogs  are  hard  to  dissipate;  they 
create  more  work  and  compound  the  delays,  and  are  detrimental  to  industry,, 
public,  and  Government. 

At  a time  when  we  are  faced  with  the  heaviest  workloads  in  the  history  of  the 
Commission,  we  are  forced  to  take  what  amounts  to  another  reduction  in  appro- 
priation. This  will  mean  that  23  engineering  and  clerical  vacancies  will  have  to 
remain  unfilled. 

For  the  fiscal  year  1960  we  have  submitted  a budget  request  and  detailed  justi- 
fication for  an  appropriation  of  $11  million.  Instead  of  being  permitted  to  utilize 
our  funds  in  the  manner  planned  and  understood  by  the  Congress  when  it  made 
our  1959  appropriation  last  summer  to  gradually  build  up  to  within  a reasonable 
backlog,  wTe  will  be  forced  to  move  in  the  opposite  direction. 

The  supplemental  increase  requested  covered  only  the  cost  of  the  employees 
pay  act  approved  by  Congress  in  1958.  It  did  not  include  any  money  for  any 
other  purposes. 

We  strongly  urge  the  Senate  to  take  appropriate  action  to  have  the  entire 
$778,000  included  in  the  pending  appropriation  for  this  Commission. 

Sincerely  yours, 


John  C.  Doerfer,  Chairman. 


Chairman  Hayden.  All  right.  The  business  of  this  committee 
is  concluded. 

(Whereupon,  at  11:25  a.m.,  Tuesday,  April  14,  1959,  the  committee 
adjourned.) 
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